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ABSTRACT

Scholars in Taiwan have tried to use arbitrage pricing theory, discovered by Ross
in 1976 on financial products among stock, future, and option markets. Arbitrage Op-
portunities and profits have decreased as products of these three markets get matured. In
practical, investors also need to consider other factors such as cost interests, fees, taxes,
arbitrage methods, etc. as well.

In this study, we construct an experimental arbitrage system among stock, future,
and option markets in Taiwan. Investors can set their own risk preferences and group
preference in the system. Risk preferences include ratio of arbitrage start margin, ratio
of arbitrage strike margin, numbers of simulate index adopted stock companies, and
margin increased mode of arbitrage start margin. Group preference includes the selec-
tion of group and one of its types.

Data from 2006 to 2007 are used to simulate the real bid-ask pricing. Experiment
results show that increasing ratio of arbitrage start margin will reduce arbitrage oppor-
tunity and the average profit also increased. Increasing ratio of arbitrage strike margin
might reduce the average profits due to the opportunity of early strike decreased, espe-

cially on arbitrage methods with stock.

Key Words: arbitrage system, arbitrage, financial products, financial derivatives



