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Abstract

This research is to investigate main factors of affecting the trading volume in
TWSE. In this study, we find that the technical indicators such as K values have
positive effects on the trading volume including opening, closing and total daily
trading volume. The above phenemena are somewhat beyond our expectation, since
technical indicators, which are seldom recognized by academic periodicals, play
important roles on affecting trading volume in TWSE. While infering the possible
reasons, we find K values seem to have connection with trading volume, i.e. the
higher K values, the higher trading volume. In respect of trading volume of derivative
commodities, K values also show positive effect on the trading volume of derivatives
such as index futures, index call options, and index put options. Moreover, the trading
behaviors of foreign investment institutions in spot market also have effects on the
trading volume of these derivatives. These empirical results display investors will
concern technical indicators while involving in derivatives markets. As refering the
increasing trading volume of deriveatives under net sell stocks of foreign investment
instituions, we also find foreign institutions will trace derivatives for the purposes of

making profit by either short derivatives or hedging by long derivatives.

Key words: Trading Volume, Technical Analysis, Foreign Investment Institutions



