

	
	

	









	




	







	









		

		
		

	
	




	
	


	
	



	
	


	
	
	
	
	
	
		
			
			
		

		
		
	

	

	



	
	
	
	

	







	















	Skip to main content












	

	

	
	

	

	
	












			

			





			






	




	


	
	





	








	

	
	
		
		
		
		
		
		
		
		
		
		
		
		
		
	

	
	
		
		
		
	


















	
		
	

	

	
		
	

	







	
		
		
		

		
		
		
		
			
				
				









	
	    












    
    






    
    







    




    






    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    






    
        
    


    
            
            
                
            
            
                
        Add Paper to My Library
        
        

    















	














	
	    







 



	




	







	




































    



			

			
				
				
				
				
				
						
				
				
				
					
						Share:
							
	
	
	


					

					
				
				
				




				
				

    
        
        
        
            

		
		
		
			
				
			
				
			
		

		
            

		
		
		
			
				
			
		
			
		
			
				
			
		

		
            

            
        

        
    

    


    




				
				
					

					
					Permalink

						Using these links will ensure access to this page indefinitely

						
							
							Copy URL
						

						
							
								
								Copy DOI
								

							

						
				

				
			

		


		
			
				
				




	
	
		
	

	
	
		
		
	

	
	

	
	
	
	Another Look at Option Listing Effects

	
    
        
            
            







    
    










    
    
    
    











			
        

    
	

	
	
		
		
			42 Pages
		
		

		Posted: 1 May 2000
		
		
		
	

	
		
			
			




	See all articles by Vassil T. MihovVassil T. Mihov
Texas Christian University - M.J. Neeley School of Business
Stewart Mayhew
Cornerstone Research


		

	
	
	
	
	



	
	
	
	
		
		
	
	
		
			Date Written: January 11, 2000

		
	

	
	
		
		
	

	
	
		
	
	
		Abstract

		We re-examine the effects of option introduction on volatility, volume, and price of the underlying stock, correcting for fact that option listing is endogenous.  First, we investigate the factors affecting the listing decision and find that firm size, volume, and volatility are positively related to the probability of listing, but their relative contributions have changed significantly over time.  Based on the results of this analysis, we then use a control-sample methodology to re-examine the effects of option listing.  Contrary to previous research, we find that in recent periods, volatility increases with option listing, consistent with the hypothesis that forward-looking exchanges list options in anticipation of increasing volatility. We verify previous findings that underlying volume increases with option listing, and that there was a positive price effect associated with option listing prior to 1981. However, evidence of a negative price effect after 1981 appears to be much weaker than previously reported. Finally, we document a cross-sectional relationship between the price effect, the volume effect and the volatility effect. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
	

	
    

    
	

	
	
		JEL Classification: G14, G18, G19

	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	



    




	
		Suggested Citation:
		Suggested Citation
	

	
		
			Mihov,  Vassil T. and Mayhew,  Stewart, Another Look at Option Listing Effects (January 11, 2000).  Available at SSRN: https://ssrn.com/abstract=223128 or http://dx.doi.org/10.2139/ssrn.223128 
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Vassil T. Mihov (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				Texas Christian University - M.J. Neeley School of Business  ( email )

			

			
			
				
				
				
					817-257-7147 (Phone)
817-257-7227 (Fax)

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Stewart  Mayhew

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				Cornerstone Research  ( email )

			

			
			
				
				
				
					1919 Pennsylvania Avenue NW
Suite 600
Washington, DC  20006-3420
United States

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				      472

			

		
		
		
			Abstract Views

			    3,073

		

		
		 
		
			Rank

			  112,022

		

		
	


	
		
            
            	        3 Citations
		

	

	
		
			
				       19 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    S&P Global Market Intelligence Research Paper Series

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                S&P Global Market Intelligence Research Paper Series

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            2,570

                                    

                                    
                                        PAPERS

                                           40,899

                                    

                                

                                
                            

                        

                    

                
	
                    Capital Markets: Market Microstructure eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Capital Markets: Market Microstructure eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            2,416

                                    

                                    
                                        PAPERS

                                            8,016

                                    

                                

                                
                            

                        

                    

                


        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        An Analysis of the Implications for Stock and Futures Price Volatility of Program Trading and Dynamic Hedging Strategies

                        
                            By
                                
                                
                                    
                                    Sanford J. Grossman
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        The Information in Option Volume for Stock Prices

                        
                            By
                                
                                
                                    
                                    Allen M. Poteshman
                                     and 
                                
                                    
                                    Jun Pan
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        The Information of Option Volume for Future Stock Prices

                        
                            By
                                
                                
                                    
                                    Allen M. Poteshman
                                     and 
                                
                                    
                                    Jun Pan
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            Dynamic Derivative Strategies

                            
                                By
                                    
                                    
                                        
                                        Jun Liu
                                         and 
                                    
                                        
                                        Jun Pan
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Informational Content of Option Volume Prior to Takeovers

                            
                                By
                                    
                                    
                                        
                                        Charles Cao, 
                                        
                                    
                                        
                                        John M. Griffin, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Informational Role of Stock and Option Volume

                            
                                By
                                    
                                    
                                        
                                        Kalok Chan, 
                                        
                                    
                                        
                                        Y. Peter Chung, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Information, Trade, and Derivative Securities

                            
                                By
                                    
                                    
                                        
                                        Michael J. Brennan
                                         and 
                                    
                                        
                                        H. Henry Cao
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Deviations from Put-Call Parity and Stock Return Predictability

                            
                                By
                                    
                                    
                                        
                                        Martijn Cremers
                                         and 
                                    
                                        
                                        David Weinbaum
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Modeling the Impacts of Market Activity on Bid-Ask Spreads in the Option Market

                            
                                By
                                    
                                    
                                        
                                        Young-hye Cho
                                         and 
                                    
                                        
                                        Robert F. Engle
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Who Buys and Sells Options: The Role and Pricing of Options in an Economy with Background Risk

                            
                                By
                                    
                                    
                                        
                                        Gunter Franke, 
                                        
                                    
                                        
                                        Richard C. Stapleton, ...
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
	
		
			
				
			
			
		
	
		
	
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l200 in   0.087 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	
