Empirical Tests of The Best Seller-Side Strategy in Taiwan

Stock Index Option
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Abstract :

Taiwan stock index option of Taiwan Futures Exchange is the option instrument of
exchange which has the biggest domestic business volume at the present. More and
more investors participate in the transaction, but the investors still use the buyer strategy
of applying the minimum amount in order to get the maximum outcome primarily.
According to the domestic and foreign research analysis, the strategy of the option’s
seller-side transaction has the highest achievement rate, but there are few practical
analyses to show that how to run the whole procedure to gain the best rewards.

This research is based on the daily closing price from 2006 to 2009 of Taiwan
Futures Exchange and takes the seller-side strategy along with the strike price and
premium of making an order to have 14 transaction strategy analyses.

After the cases study, here is the conclusion,

1. A tendency is a transactor’s good friend. Judging the transaction by the tendency
may enhance the operation achievement of the seller-side strategy and reduce its
risk.

2. If we appraise the advantages and disadvantages of the 14 transaction strategies by
the accumulating profits and losses, making an order by strike price is better than
premium. The best transaction strategy is the single strategy judging the tendency by
season which accumulates the most profits. The second one is the composition
strategy judging the tendency by month.

3. Considering of the risk to appraise the advantages and disadvantages of the 14
transaction strategies, making an order by premium is better than strike price.

The best transaction strategy is the single strategy judging the tendency by month.
The second one is the single strategy judging the tendency by season.

4. Considering of making an order by an achievement rate, selling the buying right
with the strike price to make an order, the advantage of the transaction is the strike
price at 800 points of selling the buying right (C(+800) which accumulates the most
profits and always achieves the goal. Investors must not ignore it.

Key words : seller-side strategy , Strike price, Premium -
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