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ABSTRACT

The aim of this paper is to examine the variation of arbitrage efficiency using trade data in the Taiwanese market.  Assuming order execution at the next immediate price following a mispricing signal, the execution of individual components is traced and the execution delay is significantly different with the properties of contracts.  Ex ante performance can be improved by adopting four trading strategies derived from the properties of contract.  The analysis of continuance of mispricing signals shows that execution delay is highly correlated with arbitrage efficiency.  In other words, the four trading strategies could be the frame of reference for traders when a mispricing signal is found.  This study also examines early unwinding strategy and goes further to see the profitable of combining early unwinding strategy with previous four strategies, and found that ex ante profit can be improve by adopting combination of those strategies which are used to reduce execution risk.   
