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•At 28 April 2006, TFEX launched SET50 Index Futures as the first product.

•At  29 October 2007, SET50 Index Options was launched as the second Product.

Introduction
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Put Call Parity

• Put call Parity was introduced by Stoll ( 1969)

 This relationship shows the combination of call and put option 

with same underlying asset , exercise price and maturity date.

 Any Violation of this relationship, The opportunity of risk-free 
arbitrage will be found.



• Put call Parity was introduced by Stoll ( 1969)

Literature review



•Found opportunity to arbitrage SET50  index under Put Call Parity relationship. 

•Practically,SET50 index is the composite index.

•Unavailable traded product.

•Why don’t apply for SET50 Index Futures ?

Veraporn and others (2011)

Tucker ( 1991 )
 Put Call Future Parity



Data & Methodology
•Obtaining data since 29 Oct 2012 until 30 Oct 2014 from Data Stream and Set Smart

BEFORE AFTER

Contract Months 4 quarterly month 3 nearest 

consecutive months 

plus 1 quarterly 

month

Strike Price Series 11 Series 5 Series

Strike Price Interval 10 points 25 points



Data & Methodology
• Interest Rates : Treasury bills are commonly regarded as a risk-free asset. 

• Short term nature makes their values insensitive of interest rate fluctuations.  Additionally, inflation 
uncertainty during a few weeks or months is negligible.* 

*Bodie, Kane and Marcus (2005)



Data & Methodology



MM exceeds Equity 

Balance                       

(18,200 > 18,000)    

Margin Call                      

(21,200 – 18,000)            

equals 3,200  

From: http://www.tsi-thailand.org/tsi/powerpoint_set50options.pdf



Methodology : Strategy trading

Long Arbitrage strategy 

𝑃Ask − 𝐶Bid + 𝐹𝐴𝑠𝑘𝑒
−𝑟𝑡 − 𝐾𝑒−𝑟𝑡 − 𝑇𝐶 ≥0

Short Arbitrage strategy 

𝐶𝐴𝑠𝑘 − 𝑃𝐵𝑖𝑑 − 𝐹𝐵𝑖𝑑𝑒
−𝑟𝑡 + 𝐾𝑒−𝑟𝑡 − 𝑇𝐶≥  0



Empirical results

• There were arbitrage opportunities   
both of  long and short strategy

• The volume of trade was higher  in 
every quarter month 

• Consequently the arbitrage 
opportunities was easily found in 
every quarter month.



Empirical results



• In 2555, the arbitrage opportunities 
under violation of put call future 
parity was found over 20% of available 
data especially short strategy. 

• After considering total transaction 
costs, no arbitrage opportunity was 
found in this year.

• In 2556,long strategy was found 7.5 % 
while short strategy 5%. After applying 
total transaction costs, the arbitrage 
opportunities reduced sharply to 2%   

Empirical results



Empirical results

• In 2556 the arbitrage 
opportunity in term of absence 
total transaction costs both of 
long and short strategy stay at 
5%. 

• After applying total transaction 
costs, the arbitrage 
opportunities reduced sharply 
to 2%

• Overall, the arbitrage 
opportunity under Put Call 
Future Parity seem to reduce 
gradually. 



Absence of total transaction costs



• Short strategy was 
quite more profitable 
than the long one. 

• Occurrence of short 
strategy was quite 
stable.

Absence of total transaction costs



After including total transaction costs



• The amount of arbitrage of 
opportunities reduced 
significantly. 

• The total transaction costs 
consisted of Commission fee 
and borrowing interest

• Approximately 1,000 THB 
for 2555-2556 and 300 THB 
for 2557 because the 
multiplier of SET50 Index 
Futures reduced from THB 
1,000 to THB 200 on May 
6th, 2014.

After including total transaction costs



Conclusion
◦ No significant arbitrage opportunities found for the SET50 index options .

◦ Contradicting to a previous study result using the SET50 Futures
- Transaction costs included in our study
- Bid Ask spread included in the transaction costs

◦ The study results indicate a potential of market efficiency .


