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A Study of the Relationship of Taiwan Stock Index

Options ~ Taiwan Stock Index Futures and Taiwan Stock

Index

Tzu-Kuang Hsu*, Han-Chin Chen** |, Yu-Ching Lai**

*Department of International Trade and **Institute of Business Administration,

Chung Hua University

Abstract
Taiwan Future Exchange starts to issue TAIFEX-Options contracts on Dec.

24, 2001, which are traded in Taiwan for about two years. Since May 2002, the
total trading volume has remarkably increased. Therefore, the research period
covers from May.16, 2002 to May.21, 2003. In this research, we use Granger
and VAR tests to study the lead-lag relationship among spot, futures and
options. The major empirical results show as follows:

1.
2.

During the research period, the average return of variables is negative.
Taiwan Stock Index has a positive relation with Taiwan Stock Index
Futures; Taiwan Stock Index has a positive relation with Taiwan Stock
Index Futures and Taiwan Stock Index Call Options; Taiwan Stock Index
has a negative relation with Taiwan Stock Index Futures and Taiwan Stock
Index Put Options.

All variables are 1(0) with same integration, We found that variables exist
long-term equilibrium relationships.

Using Granger Causality or VAR tests, we found that Taiwan Stock Index
leads Taiwan Stock Index Futures ~ Taiwan Stock Index leads Taiwan Stock
Index Put Options in-the-money and out-of-the money; Taiwan Stock Index
Futures leads Taiwan Stock Index Put Options in-the-money.

Key words: Granger, VAR, Financial Derivatives
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LIC — LF 4.099 ) 4. 131 1 &
LF — LIC 3567. 473 1 3597. 205 1 P
LAC — LF 1.099 9 1,132 1 P
LF — LAC 3986. 317 l 4014. 700 l &
LOC — LF 4.099 9 4.133 1 &
LF — LOC 4464, 977 1 4494, 570 1 P
LIP — LF 4.099 ) 4. 131 ) &

LF — LIP 1198.613 9 1944. 001 9 LF % £ LIP
LAP — LF 1.099 9 4.108 1 P
LF — LAP 2166. 296 ) 2167. 876 1 &
LOP — LF 4.099 ) 4.125 1 &
LF — LOP 3837. 180 1 3855. 144 1 P

& 4.9 2 Granger F1 % M B LE SR 2 FRERpEAAL T LG FRE L
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RS BRI RN

% 4.9 3 EH S 4 %y #c-Granger 71 % M il T4

'ﬁg—f_)Y FPE(m") lags FPE(m’, n") lags F) % BE %
LIC — LS 3.272 2 3.295 1 E
LS — LIC 3567.473 1 3588.074 1 &
LAC — LS 3.272 2 3.300 1 &
LS — LAC 3986. 317 1 4018.900 1 ]
LOC — LS 3.272 2 3. 285 2 E-)
LS — LOC 4464. 977 1 4476. 905 1 &
LIP — LS 3.272 2 3.292 1 E
LS — LIP 1198.613 2 1194. 426 2 LS 4g &£ LIP
LAP — LS 3.272 2 3.296 1 ]
LS — LAP 2166. 296 2 2179.594 1 ]
LOP — LS 3.272 2 3.299 1 E-)
LS — LOP 3837.180 1 3826. 337 1 LS 4g £ LOP

4.6 VAR Boif 5% 15 8 2 i B
Bt VAR Boip Zfe #p #icensE B~ + > % FPE(final prediction error) ;2 ki B
THRADBRGEHEEDE I AT EFI R R AT
410 B %t BE B4

% 4 b il 7 05 9 % Beid 705 9
(LS, LF) 6 (LS, LF, LIC) 3
(LS, LIC) 1 (LS, LF, LAC) 3
(LS, LAC) 1 (LS, LF, LOC) 3
(LS, LOC) 1 (LS, LF, LIP) 5
(LS, LIP) 2 (LS, LF, LAP) 3
(LS, LAP) 1 (LS, LF, LOP) 3
(LS, LOP) 1 (LS, LIC, LAC, LOC) 3
(LF, LIC) 1 (LS, LIP, LAP, LOP) 3
(LF, LAC) 1 (LS, LF, LIC, LAC, LOC) 3
(LF, LOC) 1 (LS, LF, LIP, LAP, LOP) 3
(LF, LIP) 2 (LS, LF, OPTION) 3
(LF, LAP) 1
(LF, LOP) 1

32 :OPTION=(LIC ~ LAC ~ LOC ~ LIP ~ LAP ~ LOP)

4.7 VAR » & p Py gF A 4T
BVAR» & f A fFAYT > 6 0 k45 - & FPE > S Dbl E ko F
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fI* VAR A 47 R R Al - S M 1
GO AT 13 BELFEHS RETPFL-FTER AN A FER A AR
P PeERE) L3 fr2eipr AARE >V AEL A EHZ #K3 F $ika
- iMoo
ﬁﬂ?—; A 13 A b fAsdr 0 B R R L 411 1 & 4.13 o 2 VAR & 47 F] % B
% ﬁﬁpi»ﬁ&@iiﬁﬁaz\uﬁ&%iiﬁ%w%ﬁﬁiﬁ%ﬂ%%
FhPPALE YA P EE e TR AU BT MG

411 2w e d mi#-VAR § # 5% %

& P
" P-value F & M
LF — LS 0.131 E
LS — LF 0.018 LS 4z £ LF

2412 FHEREL LAY VAR 785

& P-value ] % B R
=Y

LIC — LF 0.748 &

LF — LIC 0.997 -

LAC — LF 0.745 &

LF — LAC 0.592 &

LOC — LF 0.835 Fd

LF — LOC 0.525 #

LIP — LF 0.345 &

LF — LIP 0.088 LF 4z £ LIP

LAP — LF 0.206 #

LF — LAP 0.111 &

LOP — LF 0.470 F

LF — LOP 0.352 -

24 132 ERES L % -VAR F S %

B & P-value LIRS e

X—=Y
LIC — LS 0.534 ]
LS — LIC 0.436 #
LAC — LS 0.883 &
LS — LAC 0. 846 ]
LOC — LS 0.816 &
LS — LOC 0.246 &
LIP — LS 0.362 £
LS — LIP 0.091 LS 48 £ LIP
LAP — LS 0.593 &
LS — LAP 0.410 ]
LOP — LS 0.906 &
LS — LOP 0.100 LS 48 & LOP
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AEHFARERBT SD P HERE)LE LA R AR o A 414 7
ARER > AR Y Pt hER e 11 fie s $HERLEEFA-FEMNGE
Fad ffohpf B L R g R PR

-m\.

F_‘-

LAY FREREHL R VAR F s

& P-value| %] %

=Y M
LF,LIC — LS 0.443 &
LF,LAC — LS 0.694 &
LF,LOC — LS 0.432 #
LF,LIP — LS 0.106 &
LF, LAP — LS 0.343 &
LF,LOP — LS 0.466 &
LIC, LAC, LOC —LS 0.897 &
LIP, LAP, LOP —LS 0.694 &
LF, LIC, LAC, LOC— LS 0.773 &
LF, LIP, LAP, LOP— LS 0.294 &
LF, OPTION — LS 0.388 &

5 Ry R e

AFTAIREFALhERRL LR Y i S &R HA A M= F -2
ﬁoﬁ?iﬁ%iﬁs%P*%%jZ{kﬁ%i%ﬁw’ﬂg%imgvﬁiiﬁ
B AE L B ook PR FZQIODFERFATES AFLRRT AL HD K
m%%O

T AETERIEY AL HEMF R RE S TR G ok iES D
S (2001) 4 47 SEPOH00 4p i » L W AT L EH A o

AR RE R RE AL A f A B M o 4ok 2 0 Chiang &
Fong(2001) A 47 4 B2 dpfic» R FMFAFLE R -

Rk 4 BB E3 S R (FRHBEOFAD P (L HP pHfrERE(L
hEBB) D P (Y PO ALERE(LHERE) -

BN ERELLSET B L A EL T EER TP E S S

T &Rk

l I~ FRAFAFTRIPF HFHAP T 8HmLEF LR -

AT S T R IC T A T E R L R PSR
2.

AL EHFRLERPECLEOIAALHP I I i hERR(ERR)TTES
R F AT A RpEGRLE DI E AN P rERE LTI R -
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