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*) The process to calculate the price-based volatility of a bond is 

- Step 1: compute    = ln ()         [ : bond price at date t]

- Step 2: compute the mean     µ = 

- Step 3: compute the squared deviations from the mean μ for each date t as xt = (Rt - μ)2

- Step 4: compute daily price-based volatility         = 

            
*) The procedures for calculating the price-based volatility to compute the yield-based volatility
of the same bond is using the relationship between price-base volatility and yield-based volatility formula

> Price-based volatility is      = σ ()           [ P: price
> Price-based volatility is      = σ ()            Y: yield of fixed-income security
                                                                                : rate of change in prices in continuous time

                                                              : rate of change in yields in continuous time ]
> Relationship between price-base volatility and yield-based volatility formula

   =  x y x MD                                  [MD: modified duration of the bond]

The above formula is useful to convert price-based volatility and yield-based volatility if there is either one known. The procedures for calculating the price-based volatility can easily be used to compute the yield-based volatility of the same bond.


