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Whether the intervention by central bank in foreign exchange market iseffective are one of main topics studied in international finance.Byavoiding using the foreign reserves as the intervention proxy ofcental bank, this research will use the intraday trade data in Taipeiforeign exchange market to estimate the Taiwan central bankintervention behavior. Using the intraday trading data can capture theimportnat market messages underlying in foreign exchange marekt andthese points are missing when using foreign reserves as proxy forcentral bank intervention. Besides the exchange rates volatiliy isheteroscedastic is well known in the literatures, in this research wewill use the GARCH model to evaulate whether the Taiwan central bankintervention in foreign exchange market is effective and can theintervention reduce exchange rate volatility?

