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Abstract

One of the methods for investigating option market efficiency is testing no-
arbitrage relations that must hold among financial assets. In this method, if
option price violates the option conditions, arbitrage opportunity will be
obtained. Many studies have tested no-arbitrage pricing relations, all in
terms of the type of relationship tested, the underlying asset, price type,
option type, the year studied, the country, and test method (in terms of Ex-
post/Ex-ante, transaction cost, bid/ask spread, violation criterion) have
reported different results, and accordingly the results of some studies show
that the option market is efficient however other studies show it to be
inefficient. The purpose of this study is meta-analyzing the tests of no-
arbitrage pricing relations reported in past studies and drawing general
conclusions based on them. In addition, based on the differences between
the test conditions and its method, six hypotheses have been designed and
tested.

Meta-analysis is an approach that helps the researcher to find the right
combination of quantitative results from previous studies and to identify the
role of moderating variables as the factors that cause differences in the
results. According to the meta-analysis approach, our sample is all past tests
that have investigated no-arbitrage pricing relations in option transactions
and have been reported in the studies published in scientific journals
indexed in the SCOPUS database. In this meta-analysis, all 54 studies
published in the past were reviewed and finally 1315 samples were
collected. CMAZ2 software was used to test the hypotheses.

The results show that no-arbitrage pricing relations are significantly
violated in the options market, in the whole and sub samples of the meta-
analysis. But the severity of violations between the tests is heterogeneous
and dispersed. On the other hand, the pricing relations based on compound
strategies (strategies containing both call and put options) are more violated
than the simple strategies (including one of the call or put options).
Profitability method in violation measurement has reported more violations
than the violation ratio. On the other hand, in the years after 2000,
violations have significantly decreased (and consequently the options
market efficiency has significantly increased) compared to previous years,
and finally, the violations are significantly more severe using bid-ask
compared to transaction and closing prices.

Keywords: Arbitrage, Meta-analysis, No-arbitrage pricing relations,
Violations no-arbitrage pricing relations, Option contract, options market
Efficiency
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