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CAC 40 (CAC) XETRA DAX
(DAX) NIKKE 1225 (N 225)
s &P 500 (X P) SWISS
s (SWISYS) (ST
. ) ( SSE) (SZE).
4
V , Gallant ,
I/J/
9 t 9
; 2001 10 1 2007 11 28
1
Table 1 Basic statistics of sanple
FB
R, Q 000 128 0 01395 0 031 53 6 8659 790 455 5°°
CAC
V. 18 409 7 03273 - 10829 & 5492 1871 885"
R, Q 0007 0 0162 -0 0832 57583 573 677 4°*
DAX
v, 18 147 4 04774 - 05534 36312 122 42 5"
R, Q 0002 00128 - 0304 8 37046 39 8 3"
N225
v, 11. 301 6 03939 0163 8 31198 5876
R, Q 0003 0 0080 0104 3 4 4057 80 615 7"
K P
v, 21. 200 6 02716 -1 8613 9 7748 2387 011""
R, Q 0005 00118 -0 1255 7.5510 1 724 309" "
SV 1SS
v, 16 8805 1 1809 - 06573 1 9927 228 21 8"
R, Q 0005 0 0127 - 00194 7.9525 2118 739"
STI
v, 18 5745 0 4847 - Q1411 33757 19 88 2°*
R, -0 0003 0 0150 0 009 1 & 7937 3335 811""
SSE
v, 16 1199 0 7400 02943 2 6040 50 (28 4°*
R, - 00001 0 0161 0293 7 & 5286 3071 762°"
SZE
v, 15 865 1 0 6649 02517 2 4581 54 378 2°*
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. w* 10%
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Tabl 2 ADF test on trading volim e sequencesV/,
CAC DAX N225 K P SV BS STT SSE SZE
rstatistic | - 6 384 - 5.906 - 3778 -50902 | -38! | - 10382 | -5546 - 4760
pro 0 000 0 0. 0000 0 0002 Q 000 0 0 000 1 0. 000 0 0. 000 0 000 0
V. ADF AlC ,
, ,
. 2 , , ARMA
V. . .
ARMA /4 . , ARMA
3 V, ARMA
Table 3ARMA model estination on trading volum e sequen ces V,
CAC DAX N225 K P SV BS STT SSE SZE
a 07138 05721 07336 0 7% 1 1171 0 13865 13315
a, —02457 | 2743 | -04100 | - 03793
ay 07610 | - 0455 0 5766 0 5482 05489
ay ~03259 | 0781 02025 | 04351 | - 0 486
as 09397 09149 | -0 1819 009155 -~ 0588 | - 04678
a | -07139 | -0a5256 —01552 | -10796 | Q2931 0 4832 0 401 8
a; 02358 | - 04988
by | -032903| -02265| -02562 | - 03403 | -Q7583| Q5167 | -06746 | - 0 5906
by Q 0859
by ~07146 | 04057 ~0Q4643 | - 05299 | - 0499 1
b, 00292 - 05302 - 04349
by | -08391| -0797| Q1245 | -01560 | -08392| -0 1531 | 06031 0 503 7
be 03534 Q2006 06443 | 04017 | -01593 | - 0 1418
by 02343
LM 05775 07292 1. 205 4 0 7% 2 12567 1. 2409 02397 01662
ARMA 1% , LM 10%
3, 1% . ARMA
. (V) v, :
(Breusch-G odfrey serial correlation 4 ARCH - IM

LM test) , ARMA V) . 4
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4 14
T able 4 H eterosked asticity test on unexpected trading vohm es I/,/
CAC DAX N225 X P SV ISS SI'I SSE SZE
F- Statistic 2 564 13. 333 22. 931 48 174 23 80 43,108 120. 051 54 983
Prwo 0. 100 6 0. 000 2 Q 0000 0 000 O 0. 000 0 0. 000 0 Q 0000 Q0 000 O
V. .V
, GARCH , 5
5 V! GARCH
Table 5 GARCH estination results on unexpected trading volumesV/
a, 0 0, 0 ARCH L. M
F Pro
CAC Q0 016 9 Q0 084 19 Q0 660 1 0 2983 0 5850
DAX 0. 029 7 0. 2240 0.425 1 0. 1612 0 6880
N225 0. 029 8 0. 1329 0. 046 0 Q0 8300
XK P 0. 005 7 0. 7079 0. 404 1 0. 076 5 0 7820
SV ISS 0. 076 8 0. 1246 0.0125 0 9107
STI 0. 082 9 0. 1339 0. 004 0 0 9494
SSE 0.017 4 0. 2138 0.519 2 0.2850 Q0 5934
SZE 0. 000 6 0. 1409 - 01129 0. 961 9 0.3794 Q0 5379
1%
5 , L
ARCH(1) , N225 W BS
Sr1 GARCH (1 1) ,
., KP DAX CAC SSE
, S7E vy
GARCH (2 1) v/  GARCH 7 8
: v,
|44 ,
23 " 1% ,
v,V
Za,+ =0 ,
, V)
GARCH (1 1) GRACH (1 1) , , v,
, GARCH , v,
, , , X P , o, + 20
GARCH 0



6 GARCH
Table 6 GARCH models fr price volatilities of indexes
ARCH L M
a, a, 0, 6, 05 Zai+ Ze,-
F
coeff 0.0428 1 467 1 - 05152 Q 9947 Q 8437
CAC
Prob 0. 000 3 0 000 1 0009 1 Q3585
A coeff 0.0331 21122 - 1. 6419 0.494 1 0 9974 0 3870
DAX
Prob 0. 000 1 0 000 0 00020 0. 004 2 Q 5339
coeff 0.0155 1 883 - 0846 6 Q0 9972 0 6013
N225
Prob 0. 000 2 0 000 0 0 000 0 Q 438 2
coeff - 0.0547 01144 0 908 9 Q 968 6 Q 107 5
K P
Prob 0. 0029 0 0000 0 000 0 Q0 743 0
coeff 0. 0614 14899 -0 559 7 Q9916 Q 074 5
W ISS
Prob 0. 0000 0 000 0 0 000 0 Q 784 8
coeff 0. 0639 00482 0 8% 9 0 9970 Q0 016 6
ST1
Prob 0. 0023 0 0083 0 000 0 Q 897 4
coeff 01256 08206 Q 9462 Q112 4
SSE
Prob 0. 000 0 0 000 0 Q 737 4
coeff 0. 1475 0 807 7 Q 9552 Q 06 1
SZE
Prob 0. 0000 0 000 0 Q0 849 2
7 GARCH- V,
T able 7(;ARCH'V//| fits of price volatility of ndexes
ARCH
a, a, 0, 0, 0, Zdi+ >0 B8
’ LM
coeff 0.2998 03173 | - Q0550 06171 Q0 6899 Q 073
CAC
Prob 0. 0000 Q0 000 0 Q 238 7 Q 0000 Q7551
coeff 0.2439 03%5 0104 4 0. 153 6 0. 600 4 0 5845 16 250 2
DAX
Prob 0. 0000 0 00m 1 03810 0.071 2 Q 0000 Q 0580
coeff 0. 004 2 02524 Q7317 07317 Q 5752 2 815
N225
Prob 0.4169 01332 Q 000 0 Q0 0000 0 149 3
coeff 0. 066 6 0. 0342 Q0 3579 0 Q 4155 Q 479 8
KX P
Prob 0. 0598 0.340 1 Q0 107 8 Q 0000 Q 488 6
coeff 0.303 1 02383 0058 4 0.599 8 0 6444 1 403 3
SV 1SS
Prob 0. 0000 00343 Q 000 0O Q 0000 Q 236 3
coeff 0. 1816 0. 1577 Q2% 6 0. 6359 Q0 6534 Q 450 0
ST1
Prob 0. 0000 0. 0000 0 000 0 Q0 0000 Q0 502 3
coeff 0.0747 Q0 8% 4 09711 Q 4970 Q0155
SSE
Prob 0. 0000 Q0 000 0 Q 0000 Q 90 8
coeff 0 1112 0 860 0 0.9712 03851 Q0 0200
SZE
Prob 0. 0000 Q 000 0 Q 0000 Q %4 1
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8  GARCH- V"
Table 8 GARCH -V':' fits of the price volatilities of indexes
a, a, 0, 0, 0, D+ 29} B8 ARCH
LM
o coeff 0. 2278 Q 200 9 0084 2 0.5129 0 1453 5221
CAC Prob 0. 0000 Q 000 0 0024 2 Q 0011 Q24
coeff 0 1211 0 3301 Q0 391 9 0. 137 8 0 1211 0 088 8 10 807 2
DX Prob 0. 0000 Q 095 8 0 050 6 0. 476 7 Q 0000 Q 0010
coeff 0. 009 0 02235 Q0 656 4 0. 656 4 Q 1079 1914 9
N Prob 0. 1325 00921 Q 000 0 Q 0000 Q 166 6
coeff 0. 0524 0. 001 6 0 416 0 0 Q0 0740 Q 100 9
P Prob 0. 2402 0. 960 4 Q264 9 Q 0000 Q 750 4
coeff 0. 2576 0 317 4 0296 5 0. 554 1 0 1308 9 266 6
SV ISS
Prob 0. 0000 0031 Q 000 0 Q 0000 0 002 3
coeff 0. 187 8 0. 1199 Q 2317 0. 5394 Q1757 1 2379
St Prob 0. 0000 0. 000 0 Q0 000 0 Q0 0000 0 2659
. coeff 0.3011 Q0 439 5 0. 740 6 0 2336 2 0957
Sk Prob 0. 0000 Q 000 0 Q 0000 0 147 8
] coeff 0. 1154 0 853 6 0. 969 0 0 0787 Q 000 8
S Prob 0. 0000 Q 000 0 Q 0000 0977 1
7 8 , S, +
A A %, v, S+ =6
, a; + 2 , VY, .
. A Ve
|44
MDH . :
, Sa,+ 26 0
, 0488 6 0 750 4 ,
Voo, v v .
VY , t
Za; + X ,
S P 500 v, ,
>a; + 20 Q vy, , ,
; DAX Sa, + 2, ,
viveo, : Vv
Q1211
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Empirical study on the relationship between persistence free trading vohm e
and stock return volatility

WEN Fengua'’, RAO Gui-tian, ZHANG X iao-yong”, YANG X woguang "
L School of E conam ics Changsha Un wersity of Science & Technology Changsha 410004 Ching

2 School of Business A dm nistration Hunan Un wersity Changsha 410082 Ching

3 Hunan Center of F nancial Engneerng and FnancialM anagemen} Changsha 410004 Ching

4 Acadeny ofM athematics and Systan s Science Chmnese A cademy of Sciences Beijing 100080, China

Abstract A laige body of literaure finds that the unexpected trad ng volime which is obtaned by filterng
out tme trend and autocorrehton can be used as a proxy of the nformation fbw and can explan the het
eroskedasticity of stock return to sane degrees In this paper we find that the heteroskedasticity exists n the
unexpected trading volme and we furher generate a nev nfomation proxy by filiering out the heteroskedas
ticity fum the unexpected trad ng volun ¢ we call it “ persistence-free trading volum €”. Our em pirical resu Iis
ind icate that the persistence-free trad ng volme can exp lain the heteroskedastity of the reurn better than the
unexpected trad ng volme moreover the exp lanatory pow er of the persistence-free trading volum e is positive ly
related tom atketmaturity

Key words infomatbn theory mode] mixture of distribution hypothesis persistence-free trad ing

volume heteroskedastic ity



