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ABSTRACT

Deviate from no-arbitrage theory should be related to frictions of the market, particularly, the
market liquidity, because arbitrage will be impeded by frictions. However, the bigger pricing error
(the difference between the true price and the theory price of the underlying) occurs, the more
arbitrage activities influence liquidity. By these ideas, we want to discuss the joint dynamic structure
between the pricing error and the market liquidity. The sample includes comprises the intra_day
data from TXO (Taiwan Index Options), T X (Taiwan Index Futures)and Taiwan Stock Exchange
Capitalization Weighted Stock Index (TAIEX), from January,2002 to Jun,2005.We use the
Put-Call Parity theory and Tucker (1991) Put-Call Futures Parity theory to obtain the fair value of
TAIEX and TX , respectively, and calculate the pricing error particularly (we call it PCP and PCFP
for short).In addition, we not only consider the liquidity of the futures market but the option market
simultaneously bout adopt two index ( quoted spreads and effective spreads) to measure market
liquidity.

Considering that both PCFP and PCP have relations with market liquidity, in proportion to the
PCFP, the influence to PCP is relatively low. Follow-up studies have verified market liquidity is not
the main reason of the PCP. In PCFP, there is a significant relation with the option market more than
the futures market in the liquidity. In two-way Granger causality ,quoted spreads Granger-cause
PCFP pricing error is significant; Impulse response function indicate that shocks to the market
liquidity predict pricing error, especially PCFP has the larger range of change by the effective
spreads. In a word, it seems equally reasonable to suggest that market liquidity enhances the
efficiency of pricing system, and proves the law of one price in financial theory again. Financial

market liquidity plays a key role in moving prices to an appropriate level.

Keywords: Market Efficiency; Liquidity; Quoted Spreads; Effective Spreads;Granger-causality;

Impluse Response Function.
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B (2005) % 8 p-ERBEI S RIFH A SHFY L SERED Honz
g o PR RXFERFTHETFHGE T 20 RER R ORI
ERELED IR - ~EDFRPEERE T RINEF DS 23 S FF
Sk T EORG T IIDERS T ARG D FRETRIIAFEL
T HERR AR BRSO AR RTEFE I R ARG F 2
PerEARE ARG rE R XL HRFAIF ORI T
AATEA RIS E ez AP A R NBETH LT B L D M
BHIERIFEE R R AR N P EFRREDEIERG I AN A
Pagano {r Roell (1996)}* #nd: 1422 % 5P BT 2 5 W $2.2. 7 = i 42 4R
e BFPRNIRIHTREINLFEFTEF DT D) > BEHEAEP RAEFT
et FIE VLB LRET S LA L REREDTIAE o0
A mEF o LY KT E FRFATRIFAIBESEL TR
B E D HE SR T 0 P8 R4 o Brailsford {= Hodgson (1997) #
TATEH L RGBSR D e B
Draper = Fung (2002)7 & %] & % & B i 3¢ & & P¥ 47 45 #(FTSE-100)# § v
FRERERPFER N EERFREOF IR EH A2 R Efle g8
FoFLTRERT OFFIINPRET TR FIALZFTLEJIEEY &
BTEEREL > PR T H{E B S 2 BT RIS R
LEDIER R ENECF AR T ARG T o BAFUEB A E G 2R Ko
oA n T 2 ABARS DL AP LRI ZHITIEE S
Roll, Schwartz fv Subrahmanyam (2005) #F 344 i &3 j ip 8B £ J1E & fr
pst s T Z AL AR Z VI A VR 4 R
SO IRE AR LT G o P T PR AL BRI E S
PRE P RERI AP Y RATRELOE EREI A kauRs o R
fond B e 70 L SEARTHFLOTR o FL L IERP TRE S Fon
e X 2 g ﬁﬂp’F u-h;;'u’F LIF; SlrA REE i)
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FERE o d T SR G BE B 2001 E RF LTS TR
2002 # 1 % 3 2005 & 06 % > Ay WREEE3 &L i (B o A F
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M s e o d MR RER S AR R S A B EY P 2
ETEFHONZERPET B2 B GFERR AE IR AT

'::".T%’]‘%.:gtﬁ‘ ER B év{ﬁ:t’al‘fk’/?gﬂl% EFH O N2 EpET N2 LK
dpfice AR RIS E DL - EHEF 0 Pop SHEAITETHE

ARFTREF{ERCVHERT I ST EEM B AEEFY §EEHE
1. 2R & 2 % #5531 put-call futures parity &2 7nds [ enBf i > {2 €

put-call parity £ jids (2 b (218 5 247 4R > Flpt 5 REHR & ch- R T

DEFELRET R GRS R CERERFZBIFF IR I HESD
PSSR R R A RIS R R EE SEanT

HEPZ E R 5 PFE S am9 L 00~pml3 : 30 -

200D P ERET H LT T g Acd s
o FAe bz 8 v 4 o n e BRGNS REG TR T
HAEDHFTE ﬁ* PRk o WAL TR &R FIY & putcall
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Ho b d B FROBRTIYPpFREEERL T RP ET LD
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FHEE BRGS0 EREE B
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B0 FEEHER iﬁﬁa‘zﬁ%?o CERER AR R OT Y
¥ (spread<0) E"H“J"f o

4 FAGTIER G N R RR G PP Hef RA RS AB A RN
T F LR T

PRI A BB BRITH T F o T Mspread>100 #°7
+ & it iE i & put-call futures parity ¥ put-call parity % > &5~

Py A EFS A T 4 (put-call futures

parity ¥ put-call parity)¥? & & H-iids 2 Bl o 47 o

Yz & Fy

330 S #dpic ot BcE B B ) U AL e

14 Tucker (1991) #7441 0% HE§ B0 [ L% kg8

LTI
Fi=X+(C,-PR, )(1+L)(T_t :

s BOIVEFRIE
Fos$tp%iB5SA@PF2rmhlt: Coivtp iBsAaT
PR R REIIDP D RSIER P, FFIFIBS AET AP
Pl R iasip gL X

Potoath A THEFL % tEEDP Jii

H2Z gy T ER 938

tpeny i B SAL Tt 5457
EREY 2T r s 2L %S

R

1y

v ELHpEE - E T_RE
% % I.3F 7 put-call futures-parity 2

LH AR RED F LT G
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F.—-F,
PCFP t,i t.i
Eu |~ x100 (4)
t,i
Bt [PEHEST REEGD O HBRIHL S F e TR T

T%:ﬁi.rg*’,‘l‘ﬂm i o §FEF T%i’}%,l'&‘fi‘l":m [ ¥oom EFENBRE L i B2 %] e

PCFP

tn# (MPE™P)

:}%'*—FA\F“'%'\{M?\ I EF l%’]‘é-'fv': @F‘*’}‘JIWFW'%

i B o

332 S BOR S B B B U AL e
i%(Stoll,1969) §. § 1 & § 3234 (put-call parity) B %> * 345 Fung and Chan(1994)
R PIF R g BB ER P oA AR SR L2 IM G AP SR LK
FEfm 3t R £ 0 2 A2 (Stoll, 1969) § # 18 ¥ § 3L (Put-Call Parity) B 7 » % %
FFF RN EA S 789 0 B FRmenfIm G REIRT 225

e

S:i:X(1+3—25)‘(T‘”+(CU )Zd s )”—0

GEFtPRIBSABRE 2B C,i%tp5iBS5A&HT
BIAAR R REFND P ORI ESIPR P FF P F 1B S 2T TP
PROFREIPP DIEFIFR X 2 2 EBREFTHZ2H9F 5T 2 X597
P itom s RAFTHFTZFEEP 155 tP ¥ iBS A& T-t 5
FIERETDE2EFFTDIT rs a2 G IS AL R*F 1 HEINGH - & L iE
?@‘°§¢xﬂ+£ YU Spprg () RSP (T)F 2 S8%E F2 4

FORERAI AR G FATIRI P o pFEEE K2 4r lh o
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Frm o a2 T st gt E R P o NI BENG)Y BRI o ¥
SN ;;}gm’ga LR (d ) RAFT ] B SRR S Bk - pREl2 B B 50 4
2 bR NP AN HEEWRS EEYLE 69% AT B F B 50 % R

FMAFHES 12X 2FF5 502 22) % 789 1 wrgFacs g indl o 1

PoaH dgta 50 % b o PRl p Fnz WA BN Athan
B FRE NP FRRERIAF  FERELARGEI B 2P B2t b o

2 fe g ipyp B B AR B OEE FRE > T T AR P2

iple o Lddpdies Him2 L B p 2 )

(FHEERERAD) xGrid bl (273 &),
= X X( ﬁ#ﬂ&)f

" (273 i) MR HAT @
50 )
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n=1

- a3 o §FRAF G putcall parity 2 R F AU R ERE E T B Lo

weord) e L (MPEPP, S - S,;,S s MEEF B )e AL HEY GH A

Fily}c_}zj/w\l’l‘lfaj‘?ii'%p;‘i’ﬂ%ﬁ (‘8PCP
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‘g:ic" = |28 2100 (6)

PCP — E

BHEDT LI LEBREIFLIFL I e PLEEF

T R LN A i B RESEE L NE SRR =il S A
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333 ind itz AR EEH

Tucker (1991) “7#& N enf B F=H A ¢ 7T F ~FHEE -
EREIE L APRT RY Pk e R EaRE KR RE L] %
BAS B L FE SRR TR

a. #F ¥ % £ (Quoted spread) : § H & # F LB
L omde s A

Quoted Spread,’" = ask,"" — bid,"}" (7
ask\' S Etp B ipF Ry 2 hET
bid " 5 % tp % ipFEH F b Ed G
JIREECE: 5 S ¥ el N
Quoted Spread¥" = ask}' —bid 7" (8)
askT ¢ B tp F IPFREREEL AT G
bid™ : Htp ¥ iEFEEREEL R
askg® =1/2(ask" +ask”") ; bidg® =1/2(bid 3" +bid 2*) -
7 »< i Z (Effectivespread) : @ B+ X B HREF B P BA2 G LR
Lragp frondede i i
Effective Spread, ' = 2><[trans fut (asktfi“t +bid " )/ 2J 9)
trans’ : FtP F ipEEHE 2 E 2R
Lo EB s s i
Effective Spread,T" =2 x [transOpt (ask{f{" +bid ™" )/ 2J (10)
trans ¢ Wt P ¥ I PFEREREEZ S G

§H LA R HEB AL £ 2 AH L A AR A
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334 EHIRRFLENEEES F 25 BEM &
(-) BT

FT_AL M O F B AL 7w pF 0 ¥ i § 1R Granger &
Newbold (1974) #tHi2 m e Eﬁ (spurious regression ) I % o T3t § g

REECHAREY BT TR > TR EF TR AR RS

|
E
k3
e
5

o e VAT B L o ) LR Ay FRESITR
gt - "E AR W A A PR e e o - e R
FHTERG T F- FEEFERR R AR ES AT
iz fE VAR fi03] 2w L e- e (T H e
Dickey and Fuller (1979) % 3 ) DF test Xtk 5% % 8 ¥ 7 5 T4 ° %1 TLEX

AR(DBEF ? e 295 5 ¥d vk > A FALAF €7 ¥ hp 4pp > e ¥
DF test civig €4 i = it o 5 1 f#k 0t - MAL SR fFst v 4~ AR g
e {5 38 0 1Y “,f A3 eop A dakl o f£18 Augmented Dickey-Fuller ( f§ £ ADF)
test’ AFT 7 Wi ADF (T2 E{¥ @ o @it {7 ADF e 22 % > A3 3 sxig 24 2
HE A R B] > & JE AR R (S H B> ~ 2 12 AIC(Akaike Information

Criterion)# B| » &yp T ER| 2 %% > 2 WEPH &) s X s g o AIC #7

I

HE ki

A%l o PR R A e R ARTE o AIC et B 55

1

AIC =T In(SSE) + 2K (11)
A > T 84458 In(SSE)E_(SSE) (A LT 4r) Bof Al K L&

Bl N

BB E R ATEAI Al AEHSET LI BT L F LN
G FRET G EEEM G PR AR AL £ R R 2 P
Bl SRR B R AT S LA AT IR FA ST R
PR
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(=) 4p B 2 di(Correlation) & -] L = jx (OLS)
A AP TR FAGNEEET LT REF DM B s T3 2R

WEF A TR R A SR 2 A A B TR S F e

‘g:icFP = B+ 3 Spread; +e i (12)
‘g:icp = IBO+IB1 Spread,; + €,
Spread,; = +ﬂ ‘ Per? + € e 1
Spread,; = +IB ‘ Per + € pop i
ﬁ b i A A ikl o %@:Spread Mo A AR

tp % iFRFEE AL EHRS L% i%%&%ifﬁgﬁgﬁﬁﬂl B K
2 7R ¥ ek > k=1,234 > Spread 5 1x1 2+ £ > % k=1 5 Quoted Spread’" -

k=2 % Quoted Spread* - k=3 ; Effective Spread,}' ~ k=4 5 Effective Spread™ -
d WAL AHEHH TR FLOEF LTS SRR 12
Bt e AT g SR E AL RRE T e Vb o0 e

»c* (lagl #p)ehm 47 > 8 F 40T 0

gtPiCFP ::B +IB Spread,,; +€'pepk_t (13)
g;cp =IB +ﬂ Spread,,; +€'pep_t

1
+ € k,pcfp_t,i

PCFP
Spread, =:Bo+181‘5t—1,i

pCP
Spread,; = +IB ‘g 1+ e pep ti

BXIMN ek > 2 $EEFLP 5 I-1 e R¥EK:5tP ¥ ipFe.

MAmE AT ol Ry g AT FRAPL - 0 TR T A4
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C)RWBEI S - FEMIF B wimFik

R LR FIMN D Foad PPy 3@ Hhh T G L+c L mR - E
PP EEfef p R E F R R p RS R B S R
AFEE L3 BB PEREE AR o R BELF L BT E Y
Food REMMABNGET 2 SBHG APET L PR ELains o
%@ﬁﬂ%ﬁ%’ﬁ%—% i eI AR MR 2 R ﬂmﬁw’QW%ﬁ%ﬁ

ERFEOAE S B EAPEHRESF LIRS REF L EF OERL L

LERFAAAR b Fhcd? TR FL5 ¥ AP T g0 28 (4
EH- ~EPI )P (AR ) EHAP Y (BT - b p s BmH

Bed B Y R ) IR FERAE A pio-o AP 2 E QPP B

TRIEAMFE L) P B  f R R TR AT MR EREN T -

PCFP
Eii

=a+a,Dd+a,D, +a,D, +a,D;, +,D, +a,D; + a,D; + a,D, + a;D; + a, D, +

+a,,D,, +,,D,, + @;,DMon + a,, DFri + ,,D319 + & stime + g (14)

giﬂzﬂl+aoDd+waDl+a2D2+a3D3+a4D4+a5D5+a6D6+a7D7+a8D8+a9D9+
+a,,D,, +,,D,, +a,DMon+ ¢,;DFri + ,,D319 + &, time + ,uficp
#¢ > Dd -~ D~D, -~ DMon ~ DFri ~ D319 2 time'y % m# ¥ ¥ & T L}
WAAT R AE Pk DdA T 45Rp F > D~D, %47 * » > DMon % 7
58— > DFriZ 7587 > D319 4 72004 B+ EHFXEpM P > timed 7
o g IE - H R PCFP PCP A 5|
ZEDIH P T F REEHED =1 HaRE T LTS

PCFP

Jue
&

AT SR R SRR

pPCP
fVWg;Li

2 AR Aok LR FLT R b o el R R
APFRITEH S FBI EHRPINEZOINDD SIS R RS P ¥
R A G MR R

QuotedSpread " =@+ @,Dd + a,D, +,D, + a,D; + a,D, + a;D; + a;,Ds + @, D, +

+a Dy +a,D, + D, + D, +a,Mon + a Fri+ a,D319 + o, time + g #* -

(15)
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EffectiveSpread ' =a + a,Dd + ¢,D, + @,D, + a;D; +,D, + ;D + ¢,D, + a,D, +

+a Dy +a,Dy + D,y + @, D, +a,,Mon + a Fri + a,,D319 + a time + g5 -

FREAFUP R LA RE AAFERBLABLESTCELHE > &
B A4 e 2w fFEr o 29 > Dd ~ D~D,, ~ DMon ~ DFri ~ D319 % time
ERERE O RIGAFLETEY AR FRPFE DD & #5kp 3 0 D~D,
57 " &> > DMon %+ &2 # - > DFri4 -7 28 7 > D319 % 57 2004 & 4 5L+ %
FXiEpup otimed 75 Q5P T e § P ED=1> EAETE -
/thlspread fut ﬂtElspread fut = 'uQSpread opt /uEIspread T A ET" ;e QuotedSpread fut

EffectiveSpread,”" f= QuotedSpread ™ - EffectiveSpread ™ i %] ch2% £ 58 » 7= £_4 =

LR R £ g

Fe RBREDEL > AP LEATIZALTEAELRFLER L
g R L Bl EATE R AT MR o RS AT
PCFP ﬂ ﬂ ﬂspread(k) +rpcfp,k7t,i (16)

P P _ spread(k)
t,i - ﬂ +ﬁ pcp,kft,i
spread (k) __ PCFP

:utl ﬂ +ﬂ /u + rk,pcfpit,i

spread (k) __ PCP
:utl ﬂ0+ﬂlﬂt,i + r-k,pcpft,i

,ﬁ__;. g, k 1 2 3 4 7&7 k—l EE;_,% Qspread fut ‘k 2 H“’:r‘a Espread fut ‘k:3

B-é':ﬂ luQspread opt k=4 pj;.ﬂ 'uQspread opt
d*S%ﬂ%ﬁﬁézvﬁ%z%a’ﬂwrﬂﬁgﬁﬁﬁ%ﬁwgﬁ%w
mEE R R wRF S AR Y o b SRR B S R LR L AT
FARrOMG - L BEBEFFLGF TR D Pl FRG
ch BR LA RELFLFAE B ML RIALS B T H A g
fREFHN AR AAFTHERUELRBRFT SRR > R B
SR IEARE B 0 Tl TEAM  aS EApE B 0 B 2SLS 18 0 o pFE L
N2 BEpMARRIZE R > BWEBRB AR 0 VELE S X RME O o

|4

21



Fho Bo R ST
Qspread _ fut __ Qspread opt Qspread fut

Hii =B + ﬂl:u + Pri (17)
Espread _ fut __ Espread opt Espread _ fut

Hyi =B, +:B1,U + P

(17)% 3 2 b A B A 4R A fcF 2eh £00 8¢ 408 5 7 F /s

o

iﬁ‘,” ?ﬁa r,} br:, ﬁF % - ii—,,. fh ]4 o stpread fut ‘fr,pEspread fut A J“% \ T’f‘\ o

Qspread _ fut
2y e

Espread _ fut

pEP M g L SE s B R 2R BGE R B B4R R AU AR B

PR AT I e S L S BB AT e Rlee ¥ TR
AT
;UtPCFP =By + ﬂl:utsupread A4 :sztsrread A8 a)tpCfp pread (18)
,utu =B, + ﬂl:utsupread A ﬁzpspread O a)tpcp spread
/,lts,ipreadf(A) B A=l ~20 F A=l A A IthIspread B, A=DPE A A ’utEIspread opt

b

ptS)EJreadf(B) ¢ ’B:1‘2’ %BZIF-&?\T thlspread fut g ‘§5B=2F?z\'r ptElspread fut ;0 A:B o

() RAAEIF - REAE T HY » 85 A i)

IR LS EE SRS L FEE L R RIS
¥ EFHCAI(VAR)E 7 A4 71 % = PR B B - VAR™ RER|iE - @b 4977 #i
SR TR TR MG £ d Sl 5 Ev i S ot gl

F_*

SRl A B2 TREIES SIS S EEETE S T R
S RREL SRR S I IS ERE ST RS RS SERTE

B eAVAR G 4 > 583 40

n n
PCFP PCFP Qspread _ fut pcfp,FQ
Hei _a0+zak:ut| k +Zﬂk/ut,i—k + @ (19)
k=1 k=1
n n d "
PCFP __ PCFP Espread _ fut pefp,FE
i =0y + zak Heisx T Zﬂk Heix + @
k=1 k=1
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n
Qspread _ fut Qspread _ fut PCFP FQ, pcfp
Hii =q, +Zak/ut,i—k +Zﬂk:ut| k TP (20)
k=1

Espread _ fut

Hyi

Espread _ fut PCFP FE, pcfp

—a0+kzn;ak,ut’ik - +kz;ﬁkyt,k +o
K=1,2,3......... ' Pi>Kke o B R EG pAApM 2 p KRBT FRIG Y
PHcfice PN UAFEY Find e A S T RRA2 VAR 7 3 £
B B S E RS A S PCFP R L £ AT FVARTR 0 £ ¥ ¥
AR RS A ZPCPER A LIRS Rl AVARK A hipt e
FLAEE BN H B3 VAR » @ VARY & 3 42N ¢ A4 R A B R A Ap
Moo Resd P ERLARD MM EEE IF AFRBAICTER
B i mp o AR B E W e ALY 0 S FA 2 BIE VAR S Tkt
PARAZE Y S S pM ek 0 AR ZIFTAT uf%"!f =g e 3L B QU

HRR TR B AW AN AN

3.3.5 Heplonde (B g g R E EE T Bt 2 P2 Granger F] % & T
SOREAMAARR LA - XA TS FEG FIEMG . (causation ) » 3 %
BFap b b o PR AR A S HRE PR AL R E LR
WAL o W LM A AT o 2 AR I mied] 0 ¥ A7 PR T
TN R R R rA AR TR EZEF MR
Granger(1969) ~ Sims(1972) ~ Hsiao(1981)R33 5 k= ¢ 825 T4 2 47 =
BT U S A L R 2 e T Granger g A% I d Fpiplac 4 o

ERE KT AREF2ZAALTEMN G * %5 o VAR 3] k-2 8 S8l )

5 BTk

B3k Fﬁ@:ﬂXt Yt B gmaun L g &d4eT !
k K

X, =q, +Zalixt 1 Z ayY,, +¢& i (1)
=l i
k k

Y. =a, +Zﬂlixt 1 Z B + & 4

i=1
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EE D BbrAB S WA 400 P FUnd e > Fla @ PCP &2 PCFP 2 % 54 49

ﬁ A3 Wﬁ’]‘ﬁ P B rﬁ}; Vb L LFTJ .:'—,'—,.rﬂi;cz, , e"gFT—‘F ﬁ’fg’ﬁ B R BT ;k;;——ﬁ—:,%,-;t;k:,t}_ °

B2 Rl L2 AN
42.1 B4 2

~*F7 H* ADF Test(Augmented Dickey-Fuller test) % # 2% PCFP = i %4 -
PCP T ~HRind gtk R 2R R H L - el ) ~EH/E
R CERE T R R E R LR AT R LA T
ADF & ® 2 7 > & Jf R Friddoif 7% (& 9 #ic > AF7 ik J5 AIC(Akaikes’s information
criterion) T3 F| ST E Q| R ER B F T P e RIpFTAER2Z E % LS HEEH
T H B FE B & PCFP LR FL - PCP L4 P A3 0 108 5 S %
i REJEEI DL LGRS ALY LG RS i
= ADF f& €~

#(3)% ADF & 22 %% » *F 7 3 R 4o 0(m 5% Bt B 70 )PCFP 2 i) 37
APCP THFA -HEZFPHPEL D27 FEH 2 EHBTH2
FRARE B L EBETIOL e FR G L 0 L 1%DRERETPHFIES L &
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Panel A
RELH ¥Aide E | B Tk BEL L Erm
PCFP 26929 0 1.971 0.0808 0.1053 0.0006
PCP 26929 0 2.995 0.4701 0.4066 0.0025

. AR L 91 #01 % ~94&06°* - PCFP % d put-call futures parity & )
2 i PGP REELT PRAR IR IR FAFGHESE A
# 3 > gt 5 PCFP 2§ 34, PCP & ¢ put-call parity & 12 45 #IR j 3235
BREERGHAE Y A UG RARBRELT AL ST
PCP T %% -

Panel B

RELHE RAE BIE RAE THE RFL BES
Qspread_fut 26929 1 20 1.68 1.14 0.007
Espread fut 26929 0 26 1.64 1.40 0.008
Qspread_call 26929 0.5 100 4.37 7.84 0.047
Qspread put 26929 0.5 100 5.15 9.41 0.057
Espread call 26929 0 106 3.38 6.16 0.037
Espread put 26929 0 167 3.97 8.32 0.050
Qspread_opt 26929 0.5 86 4.76 7.89 0.048
Espread opt 26929 0 94 3.68 6.26 0.038
Depth_fut 26929 2 526 24.54 25.24 0.153
Depth call 26929 2 1049 55.68 75.92 0.462
Depth put 26929 2 1458 43.09 59.24 0.361
Depth opt 26929 2 759 49.39 58.04 0.353

CRARER S 91 & 01 7 ~94 & 06 " -Qspread_fut % #F [ 38 % W Z -Espread_fut

=¥ § 7 2% £ > Qspread call % § 4% % £ - Qspread put = § ##4F § ¥
% > Espread call = § {75 »if £ ~ Espread put § 7 < £ - Qspread opt
EHETIOF Y Y L 0 Espread_opt & E % T 355 »cij £ > Depth_fut % #f
b FiFR& > Depth call 3 § 17 #/F & > Depth _put § #7 #F K - Depth

_opt & EHETL W FIFER o
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Dickey-Fuller Unit Root Test

B3] & Jo 35 % B Jo 3 R B 1S
PCPF -22.09%%** -58.05%**
PCP -13.77%%% -26.85%*%

Qspread_fut -28.22%** -91.64%**
Espread_fut -28.09%** -98.96%**
Qspread_opt -11.32%%% 27 .74k
Espread_opt -11.30%** -40.05%**

WORRREAEL T R %A A0 B LfE® A 5 PCFP i 4 - PCP
THEAL D FHEERL Do L FRETOFEG R L EHE
Timgooaff A RREEAFLE AT LERRREANFLL A7 47 &
F Aot F A 10% 0B F KT ~ RR L 5% kg F R I Rk d

F 1%k % -k & o (Critical values:1%=-3.434 » 5%=-2.862)

SRR XA S T TS SR UY

Pearson Correlation Coefficients

PCFP PCP
0.2622%% 0.0846%*
spread_fut
Qspread_ (<.0001) (<.0001)
0.2109%%% 0.0609%**
Espr f
pread_fut (<.0001) (<.0001)
Ospread opt 0,539 0.1808%**
pread_op (<.0001) (<.0001)
ccoread oot 0.6373%%% 0.1824%%%
pread_op (<.0001) (<.0001)

0 RB AR S| E 45 PCFP R 34 v PCP 2 34 » d i b B 5] & 428 f
FHRRE DR L - ERBETOFGHEL - ERETIO7 % L0 2
LA RAREAR IS T AR e 27 G A TARM GlcE > B K3
% 77 p-value » ¥ F 10% 8 F K& ~ ¥F 0 L 5% enky F oK RRR LA
1% c8g % K 3 o
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Panel A
%% : PCFP
PRELH % ti3*€ P#  R-squared
Qspread_fut 0.0242 44.60 <.0001 0.0687
Espread_fut 0.0159 3543 <.0001 0.0445
Qspread_opt 0.0075 110.69 <.0001 0.3128
Espread_opt 0.0107 13562 <.0001 0.4062

0 PCFP @ #F A& indiin R FicA 72 @ FA4 0 p R Rt A~
VR SR B aﬁ; A0 PCFP T a4 5 p ¥ S A a0
Bidp e Rl i kRibp RACT & B gy
ta ke p it WA R A R L p R R %

-

Panel B
B## PCP
pPRELH % t¥3*€ P&  R-squared
Qspread_fut 0.0305 13.93 <.0001 0.0071
Espread_fut 0.0179 10.03 <.0001 0.0037
Qspread_opt 0.0095 30.11 <.0001 0.0326
Espread_opt 0.0120 30.38 <.0001 0.0332

30 PCP R 34 22 n 445 B4R Uh Pl fFA 45 0 p R R Y A
PrELY G dp o Flt min A4 PCP LI% WA AP BB A A E N
gtk s p R @ T“ SR SHcT Gl o 38 s E AR
oo fm gt W) dy ﬁ?ﬁ_#ﬁﬁ,’——ﬁ, A %g;;m@fqﬁ%% o
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%6 PCFP %i§ 34 - PCP & 3438 &

PCFP PCP
&g &k twE PE % turd P

Intercept 0.0163 6.23 <.0001  0.1557 16.36 <.0001

dd -0.0547  -8.17 <0001  -0.1184  -484  <.0001
di1 0.0867  29.99 <0001 02392 2267 <0001
d2 00772 2521 <0001  0.0690 6.17  <.0001
d3 0.0400 1391 <0001 02154 2052  <.0001
d4 0.0227  7.94 <0001  0.1923 1841 <0001
d5 0.0380  13.02 <0001 03324 3123 <0001
d6 0.0384 1278 <0001 03597 3274 <0001
d7 0.0595  18.97 <0001  0.6637 579 <.0001
ds 0.0293 956 <0001 05295 4734 <000l
do9 0.0168 559 <0001  0.1073 979  <.0001
d10 0.0302 992 <0001  0.1954  17.58 <0001
dil 0.0308 1026  <.0001  0.0982 8.95  <.0001
dmon 0.0008 048  0.6328  0.0072 1.19 0.2356
dfri 20.0151  -893 <0001  0.0199 3.23 0.0012
d319 00739 977 <0001  0.1295 469 <0001
time 0.0015  17.58 <0001  0.0041 1350  <.0001
Adjusted R? 0.069 0.1899

it :dd~dl~dll ~dMon~dFri~t ¥ 2 mik¥#c-dd FAFARP (s HEAP T =
ELMP - LE P CRFHEE AT FP) dl~dlIl £ I~11 0
dMon 2 7 2 - *dFri 2 7 597 B9 FFF pfrds-F2 5 p ~
time = £ 93| p X Hco
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Qspread_fut Espread_fut
Bt BEk tRPE OPE Bk tnEFE PE

Intercept 1.3588 46.72 <.0001 1.3320 37.3 <.0001

dd 0.1675  -224 00251 -0.1512  -1.65  0.0996
d1 04879 1512 <0001 04844 1223 <0001
d2 0.3391 991 <0001 03472 827  <.000l
d3 02709 844 <0001 02398  6.08 <000l
d4 02418 757 <0001 02685  6.85 <0001
d5 03938 1210 <0001 04219 1056 <0001
dé 03588 1069 <0001 03626 879 <0001
d7 04313 1231 <0001 04825 1122 <0001
ds 02966 868 <0001 03215  7.66 <0001
do9 0.1787 533 <0001 02343 570 <0001
d10 0.1561 459 <0001 02410 578 <0001
d11 0.1763 525 <0001  0.2361 573 <0001
dmon 0.0748  4.04 <0001  0.0831 3.65  0.0003
dfri 0.0243  -129  0.1985  -0.0310  -1.34  0.1809
d319 0.0903 1.07 02853 07028  6.77 <0001
time 0.0023 250  0.0125  0.0000  0.00  0.9961
Adjusted R? 0.0139 0.0102

L :dd~dl~dll~dMon~dFri~t % 2 m#¥Hcodd M A HFFRP (¢ 2R AP =
EFBP - R P BB AFE AR P)dl~dI] AT I~ o
dMon 4+ 2 ¥ - »dFri 2 7 2 H 7 BIOKFZF A p el s- 25 p
time % 2 9P| p X Ko
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28 EHEED S R EAF

Qspread_opt Espread_opt
R LH il tnd E P& hlk tnIrdE P&

Intercept 02452 127 02048  0.2930 1.89 0.0582

dd 215936 -3.21  0.0014  -1.4315 3.6 0.0003

di 83800  39.07 <0001  6.3801 37.19  <.0001

d2 62734 2758 <0001  3.9912 2194  <.0001

d3 38510  18.05  <.0001  2.9966 17.56  <.0001

d4 2.0491  9.65 <0001  1.7048 10.04  <.0001

d5 3.9927 1846 <0001  2.9356 1697  <.0001

d6 3.0605 1371 <.0001  2.3400 13.1 <.0001

d7 3.7435  16.07  <.0001  2.7850 1495  <.0001

ds 2.9901  13.16 <0001  2.2918 12.61 <.0001

do9 1.9758 887 <0001  1.4372 8.07 <.0001

d10 14510 642 <0001  1.1744 6.5 <.0001

d11 13322 597 <0001  0.9407 5.27 <.0001

dmon 04777  3.88  0.0001  0.3299 3.35 0.0008

dfri 08177  -6.52  <.0001  -0.6387  -6.36 <.0001

d319 22670  -4.04 <0001 -13627  -3.03 0.0024

t 0.0756 1229 <0001  0.0582 11.83  <.0001
Adjusted R? 0.0866 0.0734

r:dd-dl~dll~dMon~dFri~t*% % E#¥fic-dd A& Erkp (¢ HEADT S
EHMPp - LB P B AEE =AEFEP) dl~dl £om 1~ B
dMon %77 5 # - >dFri 2 7 2 97 39O BFZF 4 p el 5- 2 Ep
time 2 ¥ 3|8 p X #i o

-0
f
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Pearson Correlation Coefficients

PCFP_resid PCP_resid
FQ_resid 0(.31(;%01;‘:‘ ;k O(.f(f(f(;kl*;k
FE_resid 0('5385; ;k 0(-2%53;*;"
OQ_ resid o(fgé);‘:‘ ;k O(.Z(f(f(;kl*;k
OE_ resid o(ifg(;":‘ ;k O(.Zol(f(;kl*;k

i PCFP_resid % # #°14 PCFP % 3% 4 ~ PCP_resid

S E 1S PCP = 374

FQ_resid 5 A F 6% 4R i £ ~ FE resid s AF LW { »cH £ - 0Q_

resid 3 AR ERETOF Y F £ - OF resid 2 FRERE LTI i
£ o3 hAAnM B 4550 B3 4 7 povalue s FiE A 10 %BE E K
B R 5 0BT K IE  RRR S L ] % erBE KR

210 PEFL LR FL- DGR S M i e Rl (FY)

Panel A B%# . PCFP_resid
BRE LA Dok - d t st g P  R-squared
FQ resid 0.0222 42.02 <.0001 0.0615
FE_resid 0.0145 33.31 <.0001 0.0395
OQ _resid 0.0072 103.36 <.0001 0.2840
OE_ resid 0.0104 129.44 <.0001 0.3836
Panel B %8 : PCP_resid
PRELH b tat g P#&  R-squared
FQ_ resid 0.0191 9.61 <.0001 0.0034
FE_resid 0.0099 6.12 <.0001 0.0014
OQ_ resid 0.0085 28.87 <.0001 0.0300
OE_ resid 0.0105 28.51 <.0001 0.0293
L MAFRRE RS p RET A FL LRFELG P REOR R
AP o
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Panel A
B®# . PCFP _resid
AR & ti3*€ P& R-squared
FQ _resid(-1) 0.0179 33.51 <.0001 0.0400
FE_resid(-1) 0.0097 22.13 <.0001 0.0178
OQ resid(-1) 0.0071 101.50 <.0000 0.2767
OE_resid(-1) 0.0091 106.20 <.0001 0.2952

Lt d AO)~AZ(AD)7 FF PCFP A B i TR FLEAFLE TR - p R
FQ resid(-1) # 7 FFfs - 28 3R % % £ ~ FE_resid(-1)% 77 # F -
B pF il £~ OQ resid(-1) & 7m 3 FE(s - HEH P2 liﬂéﬂ? [ A
OE _resid(-1) # A Fiom - HEH{E2 L3052 £

e
f

Panel B
B %8k . PCFP_resi(-1)

R D3 -4 t st P{#  R-squared
FQ resid 2.2268 33.40 <.0001 0.0397
FE_resid 1.8829 22.75 <.0001 0.0188
OQ resid 38.6270 100.07 <.0000 0.2711
OE _resid 32.2914 106.50 <.0001 0.2963

id 2O ~AAD)7 # 5 PCFP A A T R F LB FELEIFMLEF -
PCFP_resi(-1)% 7 3 B {8 % — #) 22 PCFP %24 > o *t f ¥ b % doi
BRI FRFEEETIRAART o ¥ i EAFRIRE AR ¥
#ic > PCFP resi(-1)%3 p %#c -
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Panel A

Pearson Correlation Coefficients

I:)CFPvar,resid I3C|3var,resid
FQuar resid 0.1348 0.0003
FEvar resid 0.1336 0.0001
OQuvar resid 0.1059 0.0176
OE.var resid 0.3448 0.0735
PCP i} FA ~ FQuarresid » & VAR # & E 3F v % ~ FEvar resid = &5
VAR 3 B9 7§ 2 £ OQuarresia » 5 VAR 38 15 2 S & T 3040 §

% ~OEvarresid » 5 VAR A F L EHE TI05 2l Z o 8T L7 AP M ThdiciE -

Panel B
Granger F]% M Mife LA L LR F L EA KL L s igih)

AR R € PR T

PCI:Pvar,resid PCF)var,resid I:Qvar,resid I:Evar,resid OQvar,resid OEvar,resid

T4.65%HF 44 57HFK15.70%**  19,05%**

PCFPuar resid - - (<.0001) (<.0001) (<.0001) (<.0001)
TALxEE SADEEE 4 gprax g ggkk
PCPyar,resid - - (<.0001) (<.0001) (0.0001) (<.0001)
41.46%H% 3 34wk
FQuar,resid (<.0001)  (0.0029) - - - B
FEvar resid 8.7 2 - - - -
: (<.0001)  (0.0318)
00w e 171.65%** 1.80 . ) B B
* (<.0001)  (0.1180)
156.13%%*%  4,63%*
OEvar,resid

(<.0001)  (<.0001) - - - _

i AP HF ATt EE 0 355 BT & 7 p-value o RN & 10% ek F oK kX
A 5%eBE oK RERN L 0 c8g K o

65



Npg 1 B AR R AR E 2 R A

B RELE KrE RlE RAE Tk HEL

2002 PCFP 7172 0 1.97 0.15 0.161
PCP 7172 0 2.99 0.59 0.454

2003 PCFP 8891 0 0.68 0.06 0.058
PCP 8891 0 1.94 0.42 0.311

2004 PCFP 7272 0 0.81 0.06 0.061
PCP 7272 0 2.85 0.42 0.434

2005 PCFP 3594 0 0.13 0.02 0.024
PCP 3594 0 2.13 0.41 0.399

wid 2(Q2)Panel A M E R FIAFIRFRANT NP AL RBF LR FLF AR -

Hia 2 R AR ERE g R 2 A it

REH B & G - 39k
# 02 03 04 05 02 03 04 05 02 03 04 05
Qspread fut 1 1 1 1. 20 19 20 6 224 155 151 123
Espread fut 0 0 0 0 26 19 26 18 206 151 161 119
Qspread_call 05 05 05 05 100 29 23 6 1213 184 148 1.00
Qspread put 1 05 05 05 100 30 34 8 1435 212 180 1.06
Espread cal 0 0 0 0 106 25 29 6 878 161 140 096
Espread put 0 0 0 0 167 38 52 5 1050 1.82 1.65 099
Qspread opt 1 075 05 05 8 20 19 6 1324 198 164 1.03
Espread opt 0 0 0 0 94 24 27 45 964 172 152 097
Depth fut 2 2 2 2 177 526 286 524 13.10 27.06 27.58 34.99
Depth _call 2 2 2 2 235 504 954 1049 1548 3858 61.24 167.00
Depth put 2 2 2 2 199 1458 903 683 1630 32.13 43.17 123.53
Depth_ opt 2 2 2 85 153 759 4965 566 1589 3535 5220 14527

e
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Panel A
B%# . PCP_resid
PR ik t it g P& R-squared
FQ_resid(-1) 0.0196 9.87 <.0001 0.0036
FE_resid(-1) 0.0102 6.30 <.0001 0.0014
OQ resid(-1) 0.0084 28.36 <.0001 0.0290
OE_resid(—l) 0.0100 27.16 <.0001 0.0266
i d 2(O)~FQ)F #F PCP AF L TR FAEAF S TR - p i

FQ resid(-1) % 7&_ foan— HpEp AR % £ ~ FE_resid(-1)# 34 A ts = — Hp 5
bgorxh £ ~0Qresid-1)2 A Fw - DEHE2 THFY G L -
OE resid(-)£# e - HERE2 L4575 > £ o

Panel B
p %# . PCP_resi(-1)

R L Tl ti-E P&  R-squared
FQ_I’eSid 0.1815 9.76 <.0001 0.0035
FE_reSid 0.1594 6.98 <.0001 0.0018
0OQ resid 3.5204 28.88 <.0001 0.0300
OE_resid 2.6444 27.08 <.0001 0.0265

10 £ (6)~ % (8)1% 5] PCP 2 A 1 % 3£ 223 B 15 i 5 42 B 7 » PCP_resid(-1)

% 7T %?‘féa“' #92 PCFP %384 » d *v p S R ERBFET ki
BH o # ¥ hers PCP resi(-1)i p %8 EBFSnd L
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Panel A
B%# . PCFP _resid

PR ik taztg P&  R-squared
) i ) ) <
| FQ_resuqz 0.0087 18.07 0001 02926

OQ_resid 0.0072 103.98 <.0001
1. FE resid2 0.0071 20.12 <.0001

- 0.3927
OE_resid 0.0104 130.41 <.0001

S L n AR LS Rt a5 1] ol L s B iR 8w
2P RE R A B FIERE e & 1T 2P > AL FQoresid F R%E
OQ resid » p % #c2. OLS & 17 > v T S 2 A £ 38T 5 FQ resid2 » # £ F
4~ 0OQ resid ¥2 FQ resid2 i 5 p % #c > PCFP resid 3 R #E7% - v
Eﬁ?/’v\“f‘r ’ ﬁl‘*}.ﬂ?"w’é 2SLS o I 2 i 2 7~ 4p e o

Panel B
B%# . PCP_resid
PR ik t A3t P&  R-squared
l. FO resid2 ) . )
Q. esgl 0.0023 1.14 0.2549 0.0300
OQ_resid 0.0085 28.87 <.0001
1. FE resid2 0.0023 1.41 0.1588
-7 0.0293
OE_resid 0.0105 2851 <0001

.
I

r: Panel B #J& %8 5 PCP resid > H 4 ¥ 22 Panel A #0248 F » & Panel A 9
e gFY o TR - PR OLS S §FRs > % - 5 B> R AU FQ resid
SR sc M E 1 0Q resid B RRE BT ERA AR o
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Pearson Correlation Coefficients

PCFP PCP
Senth fut L0.1105%%* 20,0654

eptn_tu (<.0001) (<.0001)
Seoth oot 20,2141 %% 20,1141 %5

pth_op (<.0001) (<.0001)

3= @ Depth_fut #p j % 3% & ~ Depth_opt :Z #1397 %R - #cF £ 140 M %

Belt o 36357 HeF A7 povalue s * % & 10%:B1 F K IE © ¥F (% 4 SR ¥
R REE L 104 ek B R IE o

6 RIS R GEL AR BURA AR M dck R
Pearson Correlation Coefficients
PCFP_resid PCP_resid
ED resid -0.1043%%* -0.0585%%*
- (<.0001) (<.0001)
-0.2066*** -0.0708%***
OD resid
- (<.0001) (<.0001)
5

PCFP_resid 5 3 % {5 PCFP % 34 ~ PCP_resid 5 3 £ 15 PCP % 384 -
FD_ resid = A &8 [ % Hi®/& ~ OD_resid = A R EHED FFR - &
F AP REcE 0 LY BT A T p-value > R A 10%Eg F oK R
A 5%:BE F R SRR 1% enBE FOROE o
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Panel A B%¥#:. PCFP_resid
3 ek ;9 t szt R-squared
FD resid -0.0004 -17.21 0.0108
OD resid -0.0004 -34.64 0.0426
Panel B p %8 PCFP_resid(-1)
BRELH % [k R-squared
FD resid -30.0210 -20.0622 0.0147
OD resid -116.3274 -35.2639 0.0441
Panel C B®#:. PCFP_resid
pRE LA DE 'S [T o R-squared
FD resid(-1) -0.0005 -19.0861 0.0133
OD resid(-1) -0.0004 -35.6687 0.0451

0 p ¥ # FD _resid(-1)

Foom Bt m - B BB HFAR - OD_resid(-1) % 71 33
Fiow- EHED SRR -

it 8 A RS PCP R s A - IS B HUR R §F U dicka R

Panel A B®#:. PCP _resid
P REEH ik t3tg R-squared
FD resid -0.0009 9.61 0.0034
OD resid -0.0005 -11.65 0.0050
Panel B p 2. PCP_resid(-1)
ERELH o tsnitg R-squared
FD resid -4.2686 -10.3635 0.0039
OD resid -10.8543 -11.7811 0.0051
Panel C B%8: PCP_resid
3 i t szt R-squared
FD resid(-1) -0.0009 -10.2931 0.0039
OD_resid(-1) -0.0005 -11.6726 0.0050
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“+4% 9  Grange 7% B 16 T

GHE 1 R FLERE R HRR)

gL
B BRK (TR § T R

PCFPyarresitc PCPuar resid FDvar, resid ODvar,resid
32.03%** 10.03%**
PCFPyar resid _ — (<.0001) (<.0001)
6.21%** 0.89
PCPuar resid - - (<.0001) (0.4974)
15.56%** 2.24%*
FDvar resid (<.0001) (0.0368) — -
24,01 %** 0.89
ODvar,resid - -
(<.0001) (0.5000)

2y

:2: FDvar resid » & VAR # B2 8 |3 B & ~ ODyarresid = 45 VAR 3 B (5% 3%
S BRER - & ¢ BeF A7 U1 WIE 0 #E5LY BeF £ p-value s ¥ & 10%:0
BE ORI N RRN E 5000088 R RRR N X104 08T KK o
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