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Abstract: Facing a sharp decline in the US Stock market in March 2020, risk hedging in the option market is fairly effective. But
there are also views that when investors buy put options to insure their spots, the option neutral traders sell put options and the
associated hedging behavior against delta risk exposure aggravates the selling pressure of stocks. To evaluate the impact of the
option hedging behavior on the stock market, we construct a mathematical model and perform empirical tests. We found that the
options market did not exacerbate the decline in the stock market. In the process of investors using put options as an insurance
and transferring the crash risk to the put option obligors, the selling pressure caused by the put obligors maintaining risk neutral is
significantly smaller than that caused by investors selling directly stocks without using options. The option market has functions of

mitigating the selling pressure of stocks and stabilizing the stock prices.
Key words: S0ETF options, hedging behavior, disposition effect, stock selling pressure, option market, stock market
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