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1. Introduction



Financial Options

o SRMIIBUE R a2y, BT LR E H I s B AR E AT IS SE N Bl 32 Hi R
B IR A2 SL55) o
o WP AR BRI B BRI
* FAHKHIEL (Call Option) = WK SK 5 AEARSREL— R B I [R) AR SE A A I SR B 587 Y
BUH o
. fﬁ%,ﬁﬁﬂ (Put Option) : WY SK 7 AEASKIL 4 E I 1] LARRE A% B AR A 5377 Y
LR o
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Financial Options
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Standard Financial Options Market

MTEGR BT, A= UAFEREL, AT BIIRS RIS 293
PAND®LRVAINTIsE/

ST MISETT 90 B TR 5 5 Bl i B RIS RO K, 5 oy BT 4 (L 7 Dl e 15 K52
X5 ATAE Sy, HA AT S B il LA T 585 22 5 (UM #R Bl 455, vk
BRI ECERATLL) o

MAE 5 Fir AL A SR A Rt — RO TT 3 (4558 2 I EBUAAE T KB AT DL T
R EE PSR
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Standard Financial Options Market

B2, PRMERY BRI S A7 A — LR ) -

o TG AL AR SATHAs B[R] A BIACE 29 R 0 i S 2 T A
FEORSEA L, KIIUTHE KBS IE RIS o0 Fo

o MELAMHGAC S ol REA S IR Iy SEN Bl S HY 20 MBI & 29 LA SE B S E O 43 8¢
ﬁ?;@ﬁﬁﬁﬁﬁ%$éﬁﬁﬁ%%$§%,ﬁﬁﬁ?&%ﬁ%ﬁ%ﬁﬁm%
AT

'EF%%%%%,E%%i%%ﬁﬁ*ﬁﬁ%,&%ﬁ%%%ﬂ%ﬁ%%m@%
o
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Combinatorial Financial Options Market

ARG RIS RV E RS 2 MR R AT, I SEBL A 2%
E’]T«E‘ﬁﬁwﬁ
Bhn, S A LA — AP0 {A+ B, 100} AYETKIIAL, RIT L7 (AR —Fy
FERJTAILL 100 RUMTARIESE—InEE A R B RIBCH]

B2, APk 2 MBER G I E IR, X MR T RN 2 2R I
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2. Notations



KRS HSER

7/

o APKIMIAL (Call): C(S, K, T) WTLTAERIH T ST K SEAFRRY %
HIAH]

o ABHIBL (Put): P(S, K, T) T LAE2IMH T DT K SRR 58
FBUR

o NfatbARIL, SRS T, ROAHLEI R A E 2] H A
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Hfim 5 E M

o IIRLTT ERATI . WS aR (Payoff) h:
U = max{x(S— K),0}

Hp SOREIINTRRE = RIMME. x € {-1,1} CRE-IIBCY 1, AGBHIBC-1)

o TR IR ARG, SETT ARG (Premium) {EDYARSR SU55 RYF M
* WIRLRF] (Option Series): MFEIFRAIT™ M SATHARAIEI H RHIALE 2
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FRUTITEE (Limit Order Book)

o WTHMIEZFIHIAL, &AM AZLIAL 10 12 H A 50 MAFTH %
o TR ARSI SR — T iy, M s IR T FE

© FUWEL oy R AT AT 2 O(1) B I] (LAt

o ICHC— BT EE O(no) AIE], Hrf no SZIT FAGIX IHIRYIT FAALE
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3. Consolidating standard
financial options



3.1. Matching Orders on Standard
Financial Options



o) R 1% TE

o LI —ARINTT S FIREIWIH T IR
o X HFE ] UAMER IEPA TN M B HIAUT B
o SLHEEL (ZFl me {1,2,...,M}):
o B ¢ e {1, 1M (-1 FRFE, 1 FRAEHK)
* HATHitEInE: peRY
o ity (bid prices): be RY
o SEHIEEL (&5l ne{1,2,..,N}):
o B e {1, 1}V
o BiTiitEInE: g e RY
e Tiff) (ask prices): aER_’X
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R 5 TR L ER 3R

3B AREYeE

o v e [0,1]M: LT

o 5€[0,1)%: MIEEEMITAI L

H: A SRR by —aT 8

2y (EARNBTA TR SRS T, WO N T R
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TEF AR

TE SLAE 55 I AR AN LS5+
o SEHUIRIEME LA BT L55) -

Up = Z Ymmax{dm(S — pm),0}

o LA EAMNE (325 FrALR])
PUp = Z opmax{1,(S—qn),0}

FEERILR : o Pl 355 Ml =AU, XTArA FIRERY S € [0, 00) JiAZ

Up—Tpa <0, VSE[,00)
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5t (Weakly Dominate)

* LGRS AR AS A
* LGRS AR AR T
o ZIRRBIRA S A B ItiEd e T

Ya(S) = ¥r(S), VSel0,00)
Bl s FEATATASRRAS T . 55 A B IBUR s AV T H S5
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I REE: SINRKRBRE L

BRZAZE RS LA L2, NI BRATEESIN IR L

max b'y—a'd—L (M.1)
~,6,L

> Ymmax{¢m(S — pm),0} = Y _ Spmax{tn(S— g,),0} < L, VYSe€[0,00) (1)

o ARMRIE: M5B ZAMIT L, —FZENTE S A RE XS RN 5
Z IR e R
o IWHIFRBLIALE A LMEEURE L 55 Gt s T
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H m S R

MBEXTFEMMFNEROFTETERS, BALE A QBGEN 8 L ATFRET
RAEA T HKE, IFGRAES A MRS L (8) SHERES T.

HL M.1 P
* TR T CHAILEI Y HREEL P M1 GRIIE T AR ILEC AT IR
o feflt T RUMYSC S H B
o WURFRMIAE 7 Fr B i 55 . T T 615~ Hh B DT RO R ok S22
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Positive Offset (L > 0)

15
fFH M.1 BHELEAH (DIS) £ 2019 £ 1 A 23 HEM. 2019 F 6 A 21 A
HIEATY
HEATER (8MTRERMIHIGHREMITIER):

o DI $7.2 2443288 C(DIS, 110)

o DI $38.75 SRZALE P(DIS, 150)

o PIZAf $0.05 MZE C(DIS, 150) ML

° DAZEAN $5.1 ME P(DIS,110) 3£

X5 ETHIENAY UL ES . $40.8 = 7.2 + 38.75 — 5.1 — 0.05
Fit DIS BIHERMNMEIM, XS ErRY#5afA $40 (BD L = 40)
R GERETXEE R T35%7%E $0.80
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e g i 2 T AR 1L
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Negative Offset (L < 0)

15
A M.1 BEERNT (AAPL) £ 2019 £ 1 B 23 HEM 2020 F£ 1 B 17 HEHA
HIEAT o
KEAT A (8 MTRAERMITHPEHIERI) :

o DU $14.1 SELATE C(AAPL, 160)

o DI $0.62 SELASEE P(AAPL, 80)

o DIZAN $74.2 MZEE C(AAPL,80) ML

o DAZM $19.1 MSEE P(AAPL, 160) ML

U =4 BIRY 2R $78.58 = 14.1 + 0.62 — 74.2 — 19.1
{BIRIEZHAR 3R 8 $80 pYUazs (BD L = —80)
ATLUERT RS TR A 1.82%, H 78.58¢™t = 80 I HEH
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e g i 2 T AR 1L

—— buy portfolio
sell portfolio

0 50 100 150 200 250 300
AAPL

R T ARSI & B RS . TCIE AAPL ZIHAETME AT, 385 TR g tE
h $80,
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max b'y—a'd—L (M.1)
~,6,L

st Y Ymmax{¢m(S— pm),0} — > Spmax{tn(S—gn),0} <L, VSe€[0,00) (1)

BAESHIBITHLH] ML IS 2R 2R (1) /EME max sEIZeEd &, e S
FI7 Bt L

R, AR AR R R AL L 1 S E SLINZYACERE M1 gt 2t% 1o R, 2y
A (1) AT RUE T HE LI, I BT pU qU {0, 00}

B R TGP FEPITNHEIECE, H EFON norders = M+ N, RITHZHAGIT HLUE
Bo B, M1 2 —DEA ng+ 2 DYCaR LIRS I 1R] 56 T ) sk
PIR/INEZ I -
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Remarks

Remarks:
o HILUEITE M.1 Y H bR e £ 3fe DA B3R\ 8 5% A I [ (B
o M.1 JRIBIFY DCECAE AT REVS R REEHY/ NEU Al BRABASIL T, &4 (A3l
W) ARG R G AT (sEas &) A, ATFER AL
EREVELS
o M.1 AT AEBCA RS BIAF T AT LARESZ 93T B R S KA GRS, (HIA BRI
i gbIEE S (NSRA) o« BRTTLMEMRE B & FI5E 5 frZ [AEE S
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3.2. Quoting Prices for
Standard Financial Options



Price Quote Procedure

5o FIr s R R A, IR HE SR (X, S K) BTG, 385 s
SR P -

o LM KL PTREMA TR SR NZ IR s i o

o SEfr: S HPIREA T SEHZIIA R A AR o
N T HRE XN, oA RN, e 8% "WIREI T TXERL S, &K
AR T B B AR AR 58 A0 R A XU ? "X A L i AR Bl A
BLRAE T
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RIEHN b BITE

L IR (x, S, K) WA b 2 &R MBS L 58 SRR &
(X, S, K) ByE R -

2. FATEILRIIEL (X, S, K) MBI ARYSETT, RILRFI N+ 1 (S5 i A
SETTVAE) B HANKE anygy FIEAEN 0, FERAE M1 OSRHES: b*e Bl b JiI
iR IEIH) HARE
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RIELH W b* HIIUERA

FATUE AL i AR e AR [0 &5 55 5 S & B SR s R R EE e
(OGS, K T) BmEImsfE, BOTVEEHH M1 T

m?}l_( bT’Y —a'd- any10n41 — L
77 I

s.t. 27m maX{Cbm(S - pm)v 0} - Z 6” max{wn(s_ qn)7 O}

—0n+1 max{x(S— K),0} <L VSe€]0,00)
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RAEH M b° BUIERR (%E)

I

WERR (£2) .
Hﬂﬂ:?‘zﬂ]iﬁﬁ aN+1 = 0’ m@iﬁﬁ*ﬂ (X7 5, Ka 7-) H/Q"\ 5N+1 =1 l%%%’fjta/\jo Jﬂfn ?‘Z
LI M1 5 B AL )7 -

max z:=b'v—a'd—L (M.1-bid)

s.t. Z’Ym max{d)m(s - pm)v O} - Z 5" maX{¢n(5— qn)7 0}

-/

HE(x)

<max{x(S—K),0} + L VSe]0,00)
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RAEH M b° BUIERR (%E)

I

AR (%2) .
AR R H AR (), S, K, T) LMWAS L 55 S LR IUA AL & Bl
g, FAPREREL z B H B E— P AL R R -

Ko EEUREN S (IEREHN) b =2z W% (x,S,K T), FAEEA LA &5
LIS (+) TE Xl ] 2o O
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RIEEMN o BITE

L IARL (x, S, K) W24 ot BISLLIRA W EURTS L 35518 (x, S, K) R
B R/ NI

2. FATHEILRIIA (x, S, K) IIREITTARISLTT . BHEERE00 M+ 1, GHANKE by
BHIEHA—AREC (B0 10'0), FERAR M1 RIS a* IREZM a* BN by
I 2R N H AR

ELYLHRAR - 58 o T S SR A S AN B B/ NS [ PR SE A A A & REAS

IR Ohn B2 AL ) o
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4. Combinatorial
Financial Options



HEEEMENAIENX

EX (HeEESHEN)

ZiE—AH UNMFHE. ASESMANE—MITESY, EME T HEZIHAUIIT
MIEEARIZHIX U MR R R Z M E & RIF)
SPENBE—TERRBHRERE x c {1,-1}, — M EEE w e RY, —PHITH
®K>0, UE—1EIHIE T. ERREN:

max{x(wTS— K),0}
Hrp S e RY REHARFHE~NENDE.
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B EAURB

5
EE—NHESHEAN C(MSFT — AAPL,0), EfNEM@EHN: MSFT fXEH 1, AAPL IXE
A-1, BITNMEARZE.

WLIZEAN R EE R IR RINSBEERNF, HEKTE Svser > SaarL
ENEIE e

Ait, 5RLBRBEESNIETUZMHFFERTRE, HEEURENEERSR
BFEAZ BN TR, MMEEBRIER BRI E = BRI ARSRAE X M.
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A& HA AR AN BRI B A X 3

FATEEFIRT A A B AIAUE S LA DX RIARRE -
(1) ALE RS PREIACEL & R X

% & BB A WAL C(MSFT — AAPL, 0) FIAIMREIAUIIAL & C(MSFT, K) #l
P(AAPL, K).

o ITALHE NN SH A RAE, RIXY Svser > SaapL I, #RZSLL O BARMEAN
—H% MSFT 33z —% AAPL.,

o TMAEFREIIAZEH, Y Suset > K H SaapL < K INA A HIFRER
PRI, A EIAR A IESS B ) LA o <5 R A A [R] e SESE TCTE A i 2 G HA I i o
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A& HA AR AN BRI B A X 3

(2) A AL B TR R 1)

FATEER, NTHAWN, BEGFE L A X BB T S 2R e E R T s
MIRE Hlan, £ Emrysl+H, C(MSFT — AAPL,0) %[5 T P(AAPL — MSFT,0),
KA B AT A AR YA 5 2R 21 max{ Smser — SaapL, 0} o

JUSRRERZESE AR, FoM EEbR 4 B A, AT IR 2 AR fi.
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4.1. Matching Orders on
Combinatorial Financial Options



Example 3: EECZHSHBITE

151

ZER—1EEENITREMNAES N TS:
° o: LAEAT $110 SEA— C(1AAPL 4 2MSFT, 300)
® oy ALY $70 EA— C(1AAPL + 1MSFT, 300)
* o3 AN $160 S — C(1AAPL + 3MSFT, 300)
° oy AZM $5 SH— C(1AAPL, 250)

LS A LAEIRTSE4S o) F0 02, FEM o3 F1 o4 TASE, KREBEIRULES $15
(110+70 — 160 — 5) o
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Example 3: &34
NECHRIIA H AL 2 BT iU 5 % T Saape £ Smser FYERER :

U := max{SaapL + 3Smsrt — 300, 0} + max{SaapL — 250,0}—
max{SaapL + 2Smser — 300,0} — max{SaapL + Svsrt — 300,0}

&: Example 3 LAV S IEC A (L = 0)
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Example 3: Summary

® L =0, HFEHAES ISt AR 01, IR PATE XU #155H) $15

o [t BIHFEIT-HR, 385 BT AT LA R A B SE BLR YR DT RO 3 S LESE BT H A
BN, SRl LAJESELA S o FEASEH 203 T S04 WISE, SRIGSELALIH op IF
MEEH Log il 204 WK

o XWELHHZEAFER, HAFERE, mAILECRAHR
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Example 4: {tECEHESHMITE

N IGX AT FH FAE ERUR ) SK U DC RO 2 SE R AR AL G T RETC IR AT AL
HIE 5 o

15
ZE TN NASHAPITE:
® o: LAY $6 SEA— C(A + B, 10)
® oy AN $6 EA—1 C(B+ C,7)
° o3 LAZAN $10 |2E—1 C(A+ B+ C,7)
° o IEM $2 T|E— C(B,3)

URPATHRAE S AL ISR o BE oo MV E B G HIRGERZIWL o3 RUMHRFILL
B, (HEMRER, = FEERHRK.
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Example 4: #itECEAIMLE

SR, MNSRE N ALERET AT, A — AR IULED . [HN 245 o1 F1 02, FFM o3 Al
o4 MK

A2 5 PRI 2
o ARfREA: 80 (A 6+6—10—-2=0)
o ARSRAT LIRS YR 7
AT PR A S 2 -
max{5A+SB— 10, 0}+maX{SB+Sc— 7, 0} < maX{SA +Sg+Sc—7, 0} —|—max{55—3, 0}

XFRAAENR Sa, Sp, Sc JKAL, XEWRE AU ART R A At -
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4.2. Computing Complexity for
Combinatorial Financial Options



AR I RILIRE

AR TR WAT S, g HEHRRMTH (K3 me {1,2,...,M}) fl—
ASZRARMITE (K5 ne{1,2,..,N}).
SR
o B ¢ € {1, —1}M (A ITCEAREH BB LA HIB)
o MEHF a € RM (5844 8)
o HATMAEIIE p e RY
o hifftfIiE be RY
SRR BUME ¢ e {1, -1}V, BeRYN, geRY, acRY &L,
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AEEANAEEEHE M.2

SESBTHE] v € [0, 1]M SEASTE8, Hofi] 8 € 0,1V NSZHIASE, LIRAL RN,
T T R R L M1 SRAEHEAL 2 e 5
max b'~y—a's-1L (M.2)

7,9,

s.t. nym max{ém(a;S—pm),O}—Zdn max{1n(8, S—qn),0} <L VScRY (2)
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Sauer 5[ (Sauer’'s Lemma)

5|38 (Sauer 5|IE)
8% n DN¥ZE (halfspaces) & d = EH, BIIRZALLEZEXIS A

d n ;
> () — O(nd)
M RERNX .

FEFATRY Tl
o BRI R AL max{d(e’ S — p), 0} EXL T 2]
A M+ NP B M+ N A7
o PRI MMEZE S e RY & U 2
o FUILAMEAE R~ O(M+ N)Y) BB, BB R — MR, E 2R
JERASERN (B m] LLSEE R R M TIEY)



HEHANAE NP T2

EZEHIZHNABEESHN (¢, 0, p, ¥, 8, q). ST EMEEMN L, HEUTEHEE
NP 5T4RY:

® Yes: v =4 =1XEN SER M.2 FRAR
® No: v=46=1XFHE SHE M2 HFHRAR
B BRIEE N EE IR Z SR MR

UERH R - B M Vertex Cover [njfil (THUpSA 50 @0) JHZY3RUERH NP IAIMEM: o
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4.3. A Constraint Generation
Algorithm to Match Combinatorial
Financial Options



Notations

® ¢ (Phi) - 2% (Type Vector):
MNONS {17 _1}M
* f@ifiﬁ%ﬁﬁﬁ (Call) M2 FHEL (Put) EEIHIAL, W 1A% Call, -1 %
ut,
e « (Alpha) - FUESE%: (Weight Matrix):
* a € RUXM
o JEMTERA LR NIRRT G BN, R MEUE" SEN 1 7 Apple +
2 {7 Microsoft”, XL R (1 1 2) WA X AR
® p- HATHI&IA R (Strike Price Vector):
* peRY,
o FNELHMIRTAUN (RIS, il &5 RSN AR) o
® b- LA [H)H (Bid-Price Vector):
* beRM
o LIREFERAMTAZIIB A s (RIBU /AR ) o
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Notations

e ¢y (Psi) - 2/ A1 (Type Vector):
* e {17 _1}N
o FORESERAIAACER (Call 5 Put).
* 3 (Beta) - f{HH[FE (Weight Matrix):
° B c RUXN
o JE LTRSS N AR B A A A
* q- PATIMHSIA i (Strike Price Vector):
* geRY,
o FINERASEERBIAUNATAUT .
® a- SEHRA A (Ask-Price Vector):
® 5c RN
* FRINTEHER G IR BARMN A (BRI o
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Algorithm QOutline

Algorithm 1 Match orders in a combinatorial options market.

1

5:

Input: A combinatorial options market defined by (¢, @, p,b, 9, B, q,a).
Output: An optimal clearing that matches y* buy orders to 8" sell orders.

: Initialize z ¢ 00, S « 0,

f « max{¢(a7S - p),0}, g — max{p(B7S - q),0},C — {(f.9)}-

: while z > 0 do
Solve the following upper level LP and get the optimal (y*, 8%, L*)
max b'y-a'd-L (M.30)
v.6,L
st. pTf-6Tg<L Y(f.g)eC

Given (y*, 8%, L*), solve the following lower level MILP and get the optimal
(8" f'. g T, 7")
=y f-8"g-L M.3L
max z=y f-8'g (M.3L)

st Pm(@nS=pm) 2 M(Z, - 1)
Sm( @S = pm) < MIp
Jn < $m (@S = pm) = M(Z = 1)

Jm S MIy,

Im €{0,1} Vm e {1,..,M}
9n 2 Yn(ByS ~ qn)

gn 20 Vne{1,..,N}

C—CU(f"g"),z«2z"

6: return y* and 8"
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HREME LR

o 2yt C U URFZIR S € RY, (1A it

o« I\ CHBRIMEIFE (TR NE)

o SRR
L ERRL (M3U): fE4A258E C T H R EILRD
2. PR (M3L): $EREIR S Hi LRy S

o YNZRE HFRMEA TR AL
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EESTEMIL

L2 M.3U:
EAREE C, KRNI (A |14 A2

max b'y—a'd—L st. S —g(S)<L VSeC
77 b

MR M.3L:
ZE (77,07, L7), SRR G B :

fS) — g(S) — L*
rggg() g(S)

AR §° (BIREDD) » FHHFME >0, K S A G BIEFEA L.
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TEMRIALRIZEL
LEBEMN v, 6 A L, M3LEREFKER M.2 AR (2) PR EF~NE S.
EIR U EARARS A FEN AR EEERLER (2) 19 S, F ARG

R AATHY AR/ NATATHY go
EI] fm = max{¢m(aLS - Pm), O} %D 8n = max{wn(la;rs - qn)7 0}0

T T
foolg—1L
sig &

st. fp < max{¢m(a,S— pm),0} Vme {1,.., M}
gn > Un(B)S— qn) Vne{l,.., N}

gn>0  Vne{l,.., N}
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Big-M FI5Z& £k max EEL

T FFEEGER M.3L 1 CFATTE LI m A RESEN T fn < max{dm(a] S — pm), 0}
@S2, M.3L AR B R IO RSEAS 5 Ty (4 big-M TG 2 AL,
max EEL, HP M R KEEL i 108,
B I € {0, 1} WEFENL. TIPINZTR dm(a,S — pm) = M(Zm — 1) Hl
Pml(c) S — pm) < MIy, FHIE:

Om(a) S—pm) >0 —= I,=1

IRIG . TETEE=MBEINLH, B fin < dml(a) S — pm) — M(Zm — 1) 1 fin < ML,
BAMA:
fn <0 if Iy, =0; fn < dml(a ) S — ppm) ifIm=1
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LI IERR SR

R, fEmiUiat, JA416:
fn=0 if I, =0; fn = dml(pS — pm) if Iym=1

XEMT f = max{dm(c,S — pm), 0} 0

i, 24 M3L &R HFRME R, M2 2958 (2) XA S #BIiE, Algorithm 1 5
Bl — AR ICES , AT S AR T o
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BRIt ER

ERE
B[E—NHEHNT LG (0,0, p, b,v,8,q,a), Algorithm 13R[E M.2 HEX KK
EHE R
SLRIE -
o BLENIERININEIE R LR, B4 EIL B L R AR
o FEGEMRERSAR B LT NI S
o YR RAKRN S B, EyELE IR A B
o BYLAMRLAIL, FAZRE C K25 Sauer 5] HKFR

60/73



5. Experiments
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5.1. Real-Market Standard
Financial Market



HiERESERIRE

1. Bk
* HftE: fiiH] OptionMetrics $2{LHY ESLHAM T AR (EiE WRDS RHL)
o FREVTE™: JEEL IEST Tl -F¥deEr (DID sl by 30 Hk
o [IffH]f: 2019 4E 1 A 23 H
o FiAL: RIAEHRE S 25,502 AR TS (Fbrryosr=. KR 178U, 2
HHH X 5)
2. SLBGTTA:
o %% 4 (Consolidation) : VEEN A BN M, T T8 S, ANFHE I TAUY
X, TR E—FRAIEE ™ [RS8 H AT SE AR SE B —RE UTRC .
XS 25,502 TR 366 S T
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K FTIES A LB

SEATHLA:
o XA TG EAHHE M1 GRRIER ARG, RALA I
BBl HE1)

o He
o X TIRE L=0 (EIRAVEEREE/ ABORHFR) AURRE L i

3. Kk
o BIPAS: A 366 DRI, A 150 MBI T FAM AT
M LRI
o Hrh 08 MG L >0 (ENRAER), TAMH $1.03, Fif $9.64
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5.2. Synthetic Combinatorial
Financial Market
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(a) Vary noise n added to order prices in markets
with U = 4 and ngders = 150.
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(b) Vary number of orders ngrders in markets with
U=4andp=27%
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(c) Vary size of underlying assets U in markets with
Norders = 150 and n= 2_4' 72/73



The End
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