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volume, ;| 0.08(-13.39)"” -0.18(-24.29)"

volatility, 43.77(18. 12) 44.68(12.23)"

mtr, 0.28(9.90)™ -0.23(-5.66)""
adj R? 0.617 0.526 0.210 0.062 0.013

A2 D vYE widd 4 wjx et

constant 7.90(66. 36)*** 9.69(332.93)" |10.54(147.27)"" | 7.32(46.35) | 9.65(78.53)

moneyness; ; |-10.32(-38. 42) -11.67(-45.91)***

volume, ;| -0.10(-14.66) " -0.19(-23.20)"

volatility, 45,99(17. 32) 44-45(11-26)“*

mtr, 0.27(8.94)" -0.22(-5.04)"
adj R? 0.604 0.506 0.207 0.057 0.011
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Test on the Profit of Pairs Trading Strategy
Using KOSPI200 Regular and Mini Options

Woo - baik Lee*

< Abstract >

The KOSPI200 mini option introduced in July 2015 is the derivative of which trading multiplier
is reduced to one-fifth of the regular options. This study explored the pairs trading opportunities
arising from the price spread between the KOSPI200 regular options and the mini options
during the sample period from August 2015 to March 2016 and measured the profits of pairs
trading. The main results are summarized as follows. First, the most frequency of pairs
trading with high profit was observed for in-the-money options. On the other hands, the
frequency of pairs trading opportunities is low and the profit is relatively small for out-of
(at)-the money options. Second, for in-the-money options, arbitrage opportunities were
captured every three minutes on an average, but the elapsed time between arbitrage opportunity
opportunities on out-of-the money options exceeded 10 minutes on average. Third, pairs
trading opportunities occur uniformly throughout the day, but profit tends to increase in the
afternoon than in the morning. This indicates that price efficiency in options market deteriorates
and profit of arbitrage trading with price disparity is higher in the afternoon than that of
the morning trading. In addition, the profitability of pairs trading with low liquidity was
cross-sectionally higher than those with high liquidity.
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