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Information Flows, Differences of Opinion, and
Trading Volumes : An Empirical Study

Sang-Yup Rhieu*
Abstract

In this study, we empirically investigate the relations between trading volumes and
our proxies for information flows and differences of opnion. Econometric methods to
analyze the relations in the equity and KOSPI 200 futures markets include Generalized
Method of  Moment(GMM) and Generalized Autoregressive Conditional
Heteroscedasticity(GARCH) models.

Major findings from our empirical analyses are summarized as follows;

(1) Trading volume in both the equity and KOSPI 200 futures markets varies
positively with proxies for information flows. We find that trading volumes in both
markets are closely related to firm-specific information rather than market-wide
infromation.

(ii) Trading volumes in the equity and KOSPI 200 futures market have positive
relations with our proxies for differences of opinion.

(iii) Day-of-the-week effect is clear in both markets. Trading volumes in both the
equity and KOSPI 200 futures markets tend to be relatively low early and late in the
week.

(IV) Futures contract life-cycle effect is clear. In other words, futures trading volume
increses in the period around contract expiration.

(V) In addition, ARCH effect on trading volumes is reported significant enough to
take into account. The disturbance of trading volumes in both markets seem to be
conditional heteroscedastic.

*Professor, The faculty of Business administration and tourism, Kangwon national university
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