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Abstract

This research compares the risk, return, liquidity
and pricing error of TAIEX and Taiwan’s OTC
market. Despite being named as an OTC market,

the OTC in fact employs a similar system used
by TAIEX, which takes all the orders and

8T#+8ARA18%8+T7TAH3l~A
PITHBR BN LA

EILKBEMB A

matches buy and sell sides periodically at one
price. The price in each batch trading is
determined such that it allows the largest trading
volume in the pasticular run.

This research investigates the intraday and
interday behavior of Taiwan Stock Exchange
(TAIEX) and over-the-counter (OTC) market.
TAIEX in general provides better liquidity than
OTC does. However, the risk of stocks
transferring their listing from the OCT to TAIEX
increase, while no excess return is observed fofr
these stocks. We also compared the intraday
volatility, return, and volume for these two
markets. We find significant U-shape intraday
pattern for trading volume and five-minute return
series. However, this result doesn't hold for the
intraday return volatility. Meanwhile, a strong
intraday seasonality in volatility is observed.
When examining the day-of-week effect,
significantly negative Tuesday return is reported
for both markets. In addition, the TAIEX
trading period return for every weekday is below
zero while the nontrading period return tends to
be positive

Keywords: TAIEX, the OTC market, risk,
return, intraday data
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