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ABSTRACT

The past researchers, like Tucker 1992 | anticipated to find the pricing model of
multiple assets allocation for futures and options. The theory is put-call futures parity.
Tucker’s model is a static theory that cannot support the investor’s decision but also reflect
the parity of call and put in time. Based on the characteristics that the futures and options
have same settlement price at the settlement day in cross markets, this research creates an
appropriate hedge and arbitration models. We also examined the put-call futures parity
between futures and options contracts written on Taiwan Stock Exchange Weighted Index
during the period of March 2004. From the empirical evidences, we find there are potential
arbitrage opportunities, but the opportunity declines with the increasing on transaction
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costs. The effects of hedge and arbitrage also run down as the time lag of operation.

Key Words cross-market model, put-call futures parity, multiple assets allocation
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