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This article examines the relationship
between futures open interest and trading
volume. | find that the open interest and
trading volume of individual futures contract
show similar cyclical pattern which matches
On the

other hand, the open interest and trading

the life cycle of futures contracts.

markets show similar
the
development of TAIFEX futures market.

volume of overall

growing trend due to steadily
Most interestingly, this article finds inverse
relationship between the intraday patterns of

two variables. The trading volume is U
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shape whilst the open interest exhibits

inverse U shape. It suggests that, at

opening, traders tend to liquidate the
overnight position to realize profits or stop
losses. The lower open interest at closing
may result from that day traders close out
positions to avoid overnight exposure.
Results suggest that the intraday patterns of

open interest reflect traders’ risk aversion.
Keywords: open interest, volume, futures
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