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Stabilizer or Perturbator .
An Evidence Analysis Based on SSE S0ETF Option

LYU Xueling' ,XIONG Xiong'?, YAN Yumeng' ,XU Kewei'
1 College of Management and Economics, Tianjin University, Tianjin 300072, China
2 Key Laboratory of Computation and Analytics of Complex Management Systems, Tianjin 300072, China

Abstract; On February 9, 2015, China’s first option product was officially launched. On the one hand, as an important kind of
financial derivatives, options have the advantages of high leverage and low cost, and these advantages make options an efficient
kind of risk management instrument that can help investors hedge their risk in spot market. On the other hand, however, the
complexity of options is higher and the entry threshold for investors is also higher. Therefore, whether the functions of options can
be brought into play effectively in China’s immature financial market is a matter of concern.

In this study, we selected 5-minute trading data of the SSE S0ETF option and its underlying fund from February 09, 2015 to

May 31, 2018 as our research sample. We used the ratio of the sum of the transaction amount of all option contracts to the under-

lying fund transaction amount on ordinary trading days, In %, as the proxy for the relative trading activity of the SSE 50ETF op-
tion. Starting from the influences of the transactions of SSE SOETF on abnormal return rate and volatility in the spot market, this
study studies the function exertion and funetion evolution of SSE S0ETF in China from a dynamic perspective through recursive re-
gression method.

We find; (Dfrom the view of relative trading activity, the SSE S0ETF option was less active at the initial stage of the listing,
then gradually increased, and the relative trading activity began to he stable in 2016 and has continued till now; @)in terms of the
function of SSE S0ETF option, on the whole, active transactions of SSE S0ETF can reduce the volatility of its underlying fund re-
turns and stabilize the market; and @)during the stock market crash in the middle of 2015, however, the function of the SSE
S50ETF option to stabilize the market became the opposite, which increased the volatility of returns of its underlying fund, impl-
ying that the SSE 50ETF option seemed to act as a hooster’ during the stock market crash.

We propose that the results are mainly induced by changes in the behavior of institutional investors in the extreme market
condition. This study provides evidences in a dynamic perspective for the evolution of the function of SSE S50ETF option in
China’s financial market. We suggest regulators to strengthen supervision over institutional investors, to increase support for the
derivatives markets, and to strengthen the financial literacy education of investors. Only in this way can China’s financial market
develop in a healthy and orderly way.

Keywords :50ETF option;recursive regression ;evolution of function;abnormal returns ; volatility
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