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Development of Options Trading System using
KOSPI 200 Volatility Index

Sun Woong Kim* - Heung Sik Choi** - Jeong Hwan Oh*

B Abstract &

KOSPI 200 index options market has the highest trading volume in the global options markets. The risk and return
structure of options contracts are very complex. Volatility complicates options trading because volatility plays a central
role in options pricing process. This study develops a trading system for KOSPI 200 index options trading using KOSPI
200 volatility index. We design a database system to handle the complex options information such as price, volume,
maturity, strike price, and volatility using Oracle DBMS. We then develop options trading strategies to test how the
volatility index is related to the prices of complicated options trading strategies. Back test procedure is presented
with PL/SQL of Oracle DBMS. We simulate the suggested trading system using historical data set of KOSPI 200 index
options from December 2008 to April 2012.

Keyword : Trading System, Options Database Design, Back Test Procedure, KOSPI 200
Volatility Index
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