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Abstract

We examine in details the pattern and systematic tendencies of clustering in CAC 40

index option transaction prices during the period 1997 to 1999. Similar to extant

studies in many financial markets, there is evidence of strong clustering at full index

points and option prices are 90% more likely to end with the digit 0 (multiples of 10)

than with the digit 5. While the 1999 contract downsizing led to some reduction in

clustering at full index point, the basic pattern of clustering remains intact. The pattern

of clustering rejects the attraction theory, but is consistent with the notion of cost

recovery by market makers. We find important drivers for CAC 40 index option price

clustering, namely, the level of option premium, option volume and underlying asset

volatility. Higher premium level, higher asset volatility and lower volume are seen to

increase option price clustering. We also observe a U-shaped pattern of clustering on an

intra-day and intra-year basis. The option premium and volatility effects are consistent
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with a price level effect. The volatility effect also lends support to the notion of cost

recovery by market makers. The volume effect likely represents a liquidity effect and is

consistent with the Price Precision Hypothesis.

Notes

 In fact, traders are still allowed to use 0.01 index point when they pass ‘link orders’,

such as spreads.

 Classification by increments of 01 (1/100 of a full index point) are available on

request. Although in the post-euro 1999 period the tick size is 0.10 index point, we still

see some transactions continuing to take place at odd multiples of 0.05 index point and

for that matter at multiples of 0.01 index point similar to the pre-euro 1997 to 1998

period.

 It can also be argued (Mitchell, 2001, p. 405) that the decimal system of number

counting and presentation suggest a natural tendency to think in terms of 10s (or

powers of 10).

 Ap Gwilym et al . (2005) report that move from fractional to decimal pricing in the UK

Long Gilt futures led to an increase in price clustering.

 Indirect support for the cost recovery line of reasoning is also provided by Ap Gwilym

and Alibo (2003). They find that price clustering for the FTSE 100 Futures is reduced

after migrating from the open outcry system to electronic system, with the latter

system being more cost efficient.

 There appears to be a U-shaped pattern of clustering at full index point on an intra-

day and intra-year basis (available on request). The pattern is similar to but weaker

than that observed by Ap Gwilym et al . (1998a) for FTSE 100 Futures and by Schwartz

et al . (2004) for S&P 500 Futures. Since usually there is greater uncertainty about

valuation towards the open and the close, the intra-day U-shaped pattern of clustering

provide indirect support for the Precision Hypothesis of Grossman et al . (1997). Further

analysis may reveal if there is a U-shaped intra-day and intra-year pattern in CAC 40

index options volume. In that case, the U-shaped pattern in clustering may also lend

1

2

3

4

5

6



Related Research Data

The degree of price resolution: The case of the gold market

Source: Journal of Futures Markets

Clustering of Stock Prices

Source: Operations Research

Price clustering on the Australian Stock Exchange

Source: Pacific-Basin Finance Journal

Market Making with Discrete Prices

Source: Review of Financial Studies

Extreme price clustering in the London equity index futures and options markets

Source: Journal of Banking & Finance

A New Look at Clustering of Stock Prices

Source: The Journal of Business

A transaction data study of weekly and intradaily patterns in stock returns

Source: Journal of Financial Economics

Price clustering and bid-ask spreads in international bond futures

some support to the Negotiation Hypothesis of Harris (1991). Intra-day patterns for the

US stocks include a reverse J-shape for the spreads (McInish and Wood, 1992) and a U-

shape for the return volatility (Harris, 1986).

Related research 

Cited by 

14

Measuring the dynamics of the stock market’s volume-price relationship: a new Hurst-based market-

trend index

Peizhi Li et al.

Applied Economics

Published online: 8 Jul 2024



Does index options trading destabilize Indian stock market volatility: an application of ARCH and GARCH

models

Komal Bhardwaj

Cogent Business & Management

Published online: 14 Oct 2024





Recommended articles

https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1002%252Ffut.3990050105&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1287%252Fopre.13.2.258&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1016%252F0927-538x%252896%252900016-9&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1093%252Frfs%252F11.1.81&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1016%252Fs0378-4266%252898%252900054-5&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1086%252F294854&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1016%252F0304-405x%252886%252990044-9&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1016%252Fs1042-4431%252898%252900045-6&type=Scholix
https://www.tandfonline.com/doi/full/10.1080/00036846.2024.2376775
https://www.tandfonline.com/author/Li%2C+Peizhi
https://www.tandfonline.com/doi/full/10.1080/23311975.2024.2413391
https://www.tandfonline.com/author/Bhardwaj%2C+Komal


Testing for Asset Price Bubbles Using Options Data

Nicola Fusari et al.

Journal of Business & Economic Statistics

Published online: 22 Jan 2025



View more

Information for

Authors

R&D professionals

Editors

Librarians

Societies

Open access

Overview

Open journals

Open Select

Dove Medical Press

F1000Research

Opportunities

Reprints and e-prints

Advertising solutions

Accelerated publication

Corporate access solutions

Help and information

Help and contact

Newsroom

All journals

Books

 Sign me up

   

Keep up to date

Register to receive personalised research and resources by email

Copyright © 2026 Informa UK Limited Privacy policy

Cookies Terms & conditions Accessibility

Registered in England & Wales No. 01072954 

5 Howick Place | London | SW1P 1WG

https://www.tandfonline.com/doi/full/10.1080/07350015.2024.2429470
https://www.tandfonline.com/author/Fusari%2C+Nicola
https://www.tandfonline.com/doi/mlt/10.1080/09603100600949218
https://authorservices.taylorandfrancis.com/
https://taylorandfrancis.com/who-we-serve/industry-government/business/
https://editorresources.taylorandfrancis.com/
https://www.tandfonline.com/page/librarians
https://www.tandfonline.com/societies
https://www.tandfonline.com/openaccess
https://www.tandfonline.com/openaccess/openjournals
https://www.tandfonline.com/openaccess/openselect
https://www.tandfonline.com/openaccess/dove
https://www.tandfonline.com/openaccess/f1000
https://taylorandfrancis.com/who-we-serve/industry-government/marketing/
https://taylorandfrancis.com/partnership/commercial/advertising-solutions/
https://taylorandfrancis.com/partnership/commercial/accelerated-publication/
https://taylorandfrancis.com/who-we-serve/industry-government/business/purchasing-options/
https://help.tandfonline.com/
https://newsroom.taylorandfrancisgroup.com/
https://www.tandfonline.com/journals?&pageSize=3000
https://www.routledge.com/
https://taylorandfrancis.formstack.com/forms/tfoguest_signup
https://facebook.com/TaylorandFrancisGroup
https://twitter.com/tandfonline
http://linkedin.com/company/taylor-&-francis-group
https://www.youtube.com/user/TaylorandFrancis
http://www.weibo.com/tandfchina
https://bsky.app/profile/tandfresearch.bsky.social
https://www.informa.com/
https://informa.com/privacy-policy/
https://privacy.informa.com/trackers/en/
https://www.tandfonline.com/terms-and-conditions
https://www.tandfonline.com/accessibility
http://taylorandfrancis.com/

