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Abstract 
As a financial tool, options occupy an important position in the capital market. By sorting 
out the current development of China's capital market, the article proposes the relevant 
problems existing in China's options market, and then proposes relevant solutions for 
these problems. 

Keywords 
Options; Market Finance; Solutions. 

1. Introduction 

Option is a financial derivative instrument, and its versatility is one of its major advantages, 
which can be applied to a variety of investment strategies. At the same time, options can also 
diversify risks, help strengthen the overall anti-risk capability of the financial market, and 
enhance the stability of the financial system. Therefore, it is very important to strengthen the 
research on the options market to improve the capital market business. 

2. Problems Existing in China's Options Market 

The earliest options trading in the world originated in the U.S. and European markets. In the 
1920s and 1930s, options dealers began to quote put options and call options in the United 
States, and early OTC options trading began. In 1973, the establishment of the Chicago Board 
Options Exchange (CBOE) officially marked that options trading had entered a new 
development stage of contract standardization and process standardization. So far, my 
country's over-the-counter options market and on-exchange options market have developed 
for many years, but compared with the mature development of overseas options for decades, 
my country's options market is still in its infancy. Due to the late start of my country's options 
market and lack of experience in various trading systems and market construction, there are 
still many problems and shortcomings in the development of my country's options market, 
mainly in the following aspects: 

2.1. The Development of OTC Options and OTC Options Market is Out of 
Balance, and the Credit Risk of OTC Options Remains High 

The growth rate of the development scale of my country's OTC options market is far greater 
than that of OTC options trading. OTC options are diverse and flexible in form. There are many 
varieties of OTC options in my country, including stock options, commodity options and stock 
index options, etc., which involve a wide range of industries and can meet the needs of many 
market participants. However, the variety of exchange-traded options in my country is 
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relatively simple, and the selectivity is small. At present, there are only four varieties of market 
options in my country. Therefore, my country's standardized exchange-traded options market 
and trading varieties need to be further developed and expanded. 
The difference between on-exchange options and OTC options is mainly reflected in whether 
the options contracts are standardized. On-exchange options are standardized contracts, while 
OTC options are non-standardized contracts. There is generally no credit risk in on-exchange 
options, but in terms of credit risk, OTC option trading is an option agreement signed by both 
parties to the transaction. After the option expires, the performance of the contract depends on 
the credit of the other party. If the credit of the other party is poor, there may be a risk of default, 
resulting in serious losses. In the construction of over-the-counter options in my country, there 
have been many credit risk events of over-the-counter options, such as the China Aviation Oil 
Incident in 2004, the CITIC Pacific Incident in 2008, the Eastern Airlines Incident in 2008, the 
Shennandian Incident in 2008, and the DBS Incident in 2008. Bank events, etc. Therefore, how 
to solve the credit risk of over-the-counter options in my country is a difficult problem before 
the decision-making level. The reason why these companies have credit risk has a lot to do with 
their investment failures. Therefore, institutional investors should also combine their 
professional ability and risk tolerance to conduct OTC option transactions, and cannot take the 
risk of buying and selling options lightly. In addition, financial institutions can reduce the 
occurrence of credit risk events by strengthening internal controls. In addition, in the process 
of domestic options listing, market management institutions such as exchanges can establish 
an investor suitability system through research and strengthen the training of investors, 
especially traders, so that investors can fully understand market risks. 

2.2. The Options Varieties are Not Perfect, and the Options Market Does Not 
Match the Futures Market 

There are a wide variety of commodity futures in my country. There are many futures products 
traded in the four major commodity exchanges, and the number of futures contracts is also very 
considerable. However, at present, there are only gold real options, SSE 50ETF options, RMB 
against foreign exchange options, soybean meal options, sugar options and copper options in 
my country's options market. Most financial products and commodities such as agricultural 
products and minerals lack corresponding options. Variety. 
Futures and options are both important components of the derivatives market and should 
complement each other and develop in concert. However, many futures varieties do not have 
corresponding option contracts, which shows that there is a lack of matching between my 
country's options market and futures market, and there is a lack of coherence between futures 
and options. It is difficult to use my country's futures market and options market to complete 
related trading strategies. There are already more than 70 varieties of exchange-traded futures 
in my country, while exchange-traded options only have four options: SSE 50ETF option, 
soybean meal option, sugar option and copper option. This shows that at present my country's 
options varieties are not perfect, investors can participate in few varieties, most futures 
varieties have no corresponding options, the options market and the futures market are 
seriously mismatched, and cannot meet the hedging needs of specific investment portfolios. In 
short, the types of options in my country need to be improved. As a commonly used hedging 
trading tool, the lack of varieties limits the closeness of the options market and futures, stocks 
and other markets, and also restricts the structure of investment portfolios and risk mitigation 
of positions. 
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2.3. Insufficient Liquidity of Non-mainstream Contracts 
The options varieties such as soybean meal and white sugar that have been listed in my country 
have the problem of insufficient liquidity of non-main contracts, which is very important for 
non-mainstream contracts. 
The economic function of the main contract options has a negative impact, and it is not 
conducive for investors to use the options of the month to carry out related transactions. 
appropriate action. 

2.4. The Threshold for Option Participants in My Country is High, the Number 
of Participants is Small, and the Market Activity is Limited 

In my country, the threshold for participants in the options market is relatively high. Investors 
in SSE 50ETF options are required to have experience in financial and financial futures trading, 
and there are certain threshold restrictions in terms of assets; while participants in foreign 
exchange options must have a real trading background, and can only operate through the inter-
bank market, and only allow full In principle, the balance delivery cannot be carried out. In my 
country, the threshold for opening an option account is also very high, and certain conditions 
need to be met. Such policies limit the qualifications of participants, resulting in fewer 
participants in my country's options market, which limits the market size and product liquidity 
to a certain extent. 

2.5. The Construction of the Options Market Maker System is Not Perfect 
The prosperity and development of the options market is inseparable from options market 
makers. The market maker system means that in the securities market, a securities operating 
institution with certain strength and reputation acts as a franchised dealer, constantly 
reporting the buying and selling prices of certain securities to public investors, and accepting 
public investment at this price. Investors' buying and selling requirements, and conduct 
securities transactions with investors with their own funds and securities. Market makers 
maintain market liquidity through this continuous buying and selling to meet the investment 
needs of public investors. 
Due to the relatively late establishment of my country's options market, options market makers 
have only developed in recent years, and there is a shortage of market-making talents. In the 
early days, they basically relied on introducing talents from abroad. During the establishment 
of my country's options market makers, exchanges have promoted market-making business 
development of financial institutions by inviting experts from developed foreign options 
markets to conduct market maker training. In the early days of commodity options research 
and development, many domestic market players have begun to introduce a large number of 
foreign talents. Exchanges, securities companies, futures companies and other institutions have 
invested a lot of money to study the development and construction experience of foreign 
options market makers. 
In general, the market maker system is related to the operation of the entire exchange-traded 
options market. Without the market-maker, the existing exchange-traded options market 
would not exist. Therefore, perfecting the construction of my country's options market maker 
system can vigorously promote the development of my country's options market. 

2.6. The Construction of the Investor Education Suitability System is Not 
Perfect 

Nowadays, college students are the future of the options industry, so it is necessary to expand 
the teaching and publicity of options and other derivatives in colleges and universities. The 
construction of the investor suitability system is related to the healthy development of the 
entire options market. Blindly guiding the public to participate in options trading will only 
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intensify the speculative atmosphere in the options market and endanger the national financial 
security. The construction of the investor suitability system in my country needs to be further 
strengthened. In the publicity and promotion of options, financial intermediaries such as 
exchanges and futures companies should not overly publicize the role of options, ignore the 
potential risks of trading options, and correctly guide the public to participate in options 
trading. , and rationally use option tools to manage risks. 

3. Solutions 

3.1. Improve the Credit Mechanism 
Relevant financial management departments shall establish sound and complete financial 
credit mechanisms to constrain financial industry practitioners and buyers in the financial 
market, and regulate industry behavior. According to the principle of "three fairs", securities 
regulatory agencies should be good referees, integrate supervision into services, further 
improve market operation rules, and keep the scale and structure of the securities market in 
balance with its functions. Strengthen the self-discipline function of securities industry 
associations. In particular, it is necessary to strengthen the supervision of intermediaries. 

3.2. Optimize the Shareholding Structure and Standardize the Corporate 
Governance Structure 

In order to establish and improve the corporate governance structure of the company, we must 
first solve the deep problem of unreasonable ownership structure, that is, gradually eliminate 
the problem of the dominance of state-owned shares. The State Council has stopped the 
reduction of state-owned shares in the secondary market, but it does not mean to stop the 
reduction of state-owned shares. It can reduce the proportion of state-owned shares and 
optimize the equity structure through overseas listing, agreement transfer and other channels. 
Weakening the position and role of government administrative departments in corporate 
governance and strengthening the role of market laws. The government should issue 
management measures for the transfer of state-owned shares as soon as possible to speed up 
the development of this process. The second is to establish a relationship of checks and balances 
among the general meeting of shareholders, the board of directors and the board of supervisors. 
Effectively establish an independent director system. Independent directors should have rich 
professional theoretical knowledge and strong management capabilities. 
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