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Abstract

The use of SET50 Index Options for risk management requires investors to
develop a deeper understanding of different option strategies. This study therefore
aims to compare the returns of option-based risk management strategies, namely the
Protective Put Strategy, Covered Call Strategy, and Collar Strategy, as well as to analyze
the factors influencing their returns and success. The analysis is based on SET50 Index
Options contracts with trading activity, covering contracts expiring from January 2021
to December 2025. The empirical model includes independent variables grouped into
three categories. The first group represents market expectations, including implied
volatility and basis. The second group captures option market conditions, including
open interest and trading volume. The third group reflects option characteristics,
including time to maturity and moneyness. In addition, fixed effects are incorporated
using dummy variables for different contract expiration years, with 2025 as the base
year, and quarterly dummy variables for the four quarters. The models employ
clustered standard errors based on contracts with the same expiration month, and
statistical significance is further validated using the wild cluster bootstrap test to

improve the reliability of p-value estimation.

The results of the return comparison show that, across different contract
expiration years, time to maturity, moneyness, and market volatility conditions, the
average returns of the strategies differ significantly at the statistical level. Furthermore,
when evaluating the success of the strategies at expiration, defined as cases where the
option strategy yields a higher return than a buy-and-hold strategy, the findings indicate
that the Covered Call Strategy has the highest success rate, followed by the Collar
Strategy and the Protective Put Strategy, respectively.

The Ordinary Least Squares (OLS) estimation results indicate that implied
volatility and basis are statistically significant factors affecting the returns of option-
based risk management strategies, with positive coefficients. Trading volume of SET50
Index Call Options has a positive effect only on the returns of the Covered Call
Strategy. In contrast, open interest, time to maturity, and moneyness do not

significantly affect the returns of the strategies.



For the model analyzing strategy success, a logistic regression framework is
employed. The maximum likelihood estimation results indicate that basis is the only
variable with a statistically significant negative relationship with the success of all three
strategies: Protective Put, Covered Call, and Collar. Implied volatility exhibits a
statistically significant negative relationship with the success of both Protective Put and
Collar strategies. Open interest is negatively associated with the success of the
Protective Put strategy but positively associated with the success of the Covered Call
strategy. Additionally, the success of the Protective Put strategy is positively related to
trading volume and negatively related to option moneyness. In contrast, the success
of the Covered Call strategy is negatively associated with both trading volume and
moneyness. Meanwhile, the success of the Collar strategy is negatively related to the
trading volume of SET50 Index Put options, but positively related to the trading volume

of SET50 Index Call options and the moneyness of SET50 Index Put options.

Therefore, to enhance returns from option-based risk management strategies,
investors should consider market conditions where implied volatility is high or when
the market outlook on the SET50 Index is negative. However, these conditions increase
option prices and raise the cost of purchasing put options, making the Protective Put
Strategy more expensive. In such situations, the Covered Call Strategy or Collar Strategy
may be more suitable because they generate premium income that can help offset
hedging costs. The Protective Put Strategy tends to be more effective when implied
volatility is low to moderate and the market outlook is positive, as this helps reduce
hedging costs. Investors may consider purchasing in-the-money put options to enhance
hedging effectiveness, while also taking market liquidity into account. The Covered Call
Strategy is more likely to be successful when the market is expected to move sideways
or increase slightly, reflected by a low basis. In this case, investors can generate income
from option premiums by selling out-of-the-money call options, increasing the
likelihood that the options expire worthless. The Collar Strategy is more likely to be
successful when the market is expected to move within a range or increase slightly.
Investors may implement collar strategies by purchasing put options with lower trading
volume and selling call options with higher trading volume, as differences in trading
activity may be reflected in option premiums and hedging costs. Typically, out-of-the-

money options are selected to construct an appropriate risk-return structure.





