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Abstract

This research investigates whether order imbalances in the TAIEX index market, TAIEX
futures market, and TAIEX option market predict subsequent price movements of the TAIEX
index, and explores whether informed trading or hedging trading of market makers drives this
predictability. The empirical evidence shows that all of the index order imbalance, futures order
imbalance, and option order imbalance positively predict the future TAIEX return. Moreover,
the predictability of the futures order imbalance comes from informed trading, whereas both
the predictability of the index order imbalance and that of the option order imbalance come

from the liquidity trading or hedging activities of market makers.
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PanelA: M2k ®s2 s 8 (LF A VET )

OTM: | delta | <37.5% 58.89 67.81
ATM : 37.5% =< | delta | < 62.5% 31.47 24.98
ITM : | delta | >62.5% 9.64 7.21

PanelB: Mief|#Hp w4225 & ((MF AT )

2<T = 30days 78.9 77.95
31<T = 60days 16.12 16.55
T > 60 days 4.98 5.5
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R 79542 -0.001 0.091 -0.001 -1.822 2.252 0.102 25.583

101, 79,542 -0.004 0580 -0.024 -4.833 4574  0.008 3.727
00|, 79542 -0.001 0.106 -0.000 -1.463 1.696 0.162 20.121

FOI, 68,134 -0.028 0.607 -0.016 -14.421 11682 -0.116 13.746
Rff”b” 79,542 -0.000 0.005 -0.000 -0.097 0.113  -0.013 15.317
CRI™ 79,542 0.002 0.001 0.002 0.000 0.01 0.880 1.629
Valy 79,542 21.034 0506 20.961 19.349 24571 0.742 0.855
Va lOp”O” 79,542 16.001 0.904 15984 12493 20.370 0.115 -0.069
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Pearson #p ki 48> B E =68134

R™ 101, oor, For,  R%"™" CRM™ valj  Val®™" val,

t-1
R 1
101, 0539 1
00, 0548 0351 1
FOI, 0641 0406 0819 1
ROrr 0093 -0.039 -0039 -0.051 1
CR™™ 0018 -0.001 0013 0003 -0.005 1
Val™ -0.016 -0.008 -0.016 -0.030 -0.011 0002 1

VIOI”’O” -0.019 -0.007 0.002 -0.029 -0.043 0.019 0583 1
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Spearman #p i x#c 0 BBELRE = 68134

R jor, ool Fol,  R%™" CR™ val¥ va®"" val,

R 1

101, 0678 1
00l 0563 0409 1
FOI, 0633 0456 0835 1

Rff”b” -0.046 -0.028 -0.025 -0.032 1

CR™ 0.013 -0.003 0.012 0.008 -0.007 1

Val®y -0.015 -0.005 -0.018 -0.026 -0.016 -0.068 1
Valfﬁmgn -0.001 -0.000 -0.009 -0.027 -0.055 -0.066 0.588 1

Valt, -0.010 0.005 -0.009 -0.027 -0.070 -0.293 0.588 0.79 1
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27 AR % Frh k2 szJE‘H/»\%‘r_if‘?ﬁ‘*l:’i’/v\%iﬁﬁﬁ‘ﬁé%

%g{,ﬂm,wwrﬁfﬂtsﬁmr@%cﬁ#ﬁﬁwmﬁw 0 %4 5T Wik AR R % ok R OOl LT - W B AR

FOI; % 5 3ré— #peny f 4328 % g7 450 R ;a/,,rg—ﬁﬂm«#“iﬁﬁw s ORI 3 4y dicin 600 50 vally 5 5rs - ;e!ﬂmﬂ%g#ﬁgcawﬁzﬁ’lfal Option s pp
- E RS A Vall, LERE- Wl A A e

T3z All t=9:30 t = 10:00 t=10:30 t=11:00 t=11:30 t=12:00 t=12:30 t = 13:00 t=13:30
Intercept -0.071%** 0.137 0.367*** -0.130* -0.244%% 0.132 -0.341 -0.140 -0.243%* -0.120
(-5.22) (1.36) (3.54) (-1.11) (-2.87) (1.14) (-3.47) (-1.23) (-2.59) (-1.23)
101 0.006*** -0.001 0.000 0.007 0.002 0.001 0.008 -0.001 0.004 0.012%*
el (9.36) (-0.21) (0.02) (1.32) (0.50) (0.15) (1.63) (-0.20) (0.70) (2.56)
101 -0.003%** -0.008 0.001 -0.011%* -0.008** -0.015%* -0.003 -0.000 0.005 -0.005
2 (-5.19) (-1.82) (0.31) (-2.32) (-2.05) (-3.28) (-0.47) (-0.05) (1.03) (-1.14)
001 0.014%* 0.063 -0.012 0.086%* 0.061* 0.113%* 0.103 0.005 -0.006 -0.019
el (2.88) (1.65) (-0.32) (2.09) (1.94) (2.86) (2.82) (0.12) (-0.16) (-0.50)
001 -0.031*** -0.023 -0.049 -0.027 -0.065** -0.009 -0.002 -0.020 -0.136%** -0.058
2 (-6.47) (-0.58) (-1.18) (-0.71) (-2.04) (-0.21) (-0.05) (-0.51) (-4.36) (-1.61)
For 0.053%** 0.051%** 0.047%** 0.067*** 0.050%** 0.040%** 0.027%** 0.059%** 0.065%** 0.063%**
1 (53.38) (6.44) (5.85) (7.51) (7.89) (5.06) (4.98) (7.79) (8.85) (7.97)
For 0.004*** -0.004 0.020%* -0.002 0.009 0.013* -0.000 0.003 0.018** 0.007
-2 (3.95) (-0.54) (2.34) (-0.32) (1.44) (1.71) (-0.02) (0.30) .71) (0.87)
R -0.228%** -0.264%** -0.153%* -0.292%** -0.239%** -0.263%** -0.225 -0.197%** -0.218%x* -0.353%**
el (-38.50) (-6.03) (-3.10) (-6.33) (-6.36) (-5.15) (-5.01) (-4.26) (-4.90) (-7.92)
T -0.015%** 0.060%** -0.121%%* 0.070%* -0.051%* 0.014 -0.043 -0.051 -0.059** 0.002
-2 (-5.01) (4.09) (-3.99) (2.91) (-2.31) (1.08) (-1.29) (-1.56) (-2.18) (0.08)
Opion 0.118** -0.899 0.468 -0.099 -0.484 -0.037 -0.413 -0.115 -1.226%* -0.634
1 (2.02) (-1.69) (0.94) (-0.19) (-1.23) (-0.08) (-1.00) (-0.27) (-2.69) (-1.42)
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-l (-0.65) (-1.74) (-1.57) (0.05) (1.18) (0.75) (1.45) (0.32) (2.97) (-2.71)
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£ ML
RY = a+ 578,10k + By By FOLy + i 5000+ BRI+ BCRI+ BoVall'i+ B Valf"™"+ fValf,
+ BRE )

FIR S R PR LR A L b B A B R Y S o JOL,, A S SERE - B et i 4 ed 32 £ 4 R 1R 001,
AR ERE - PR EL R A ik 0 FOL, M2 5 EHE- el AR A ik RY 5 ERE - B enn
BRSO CRY 5 4y Bt et o Vally A ERE- W et g Mo R &3 VAl G ERE - MR RS 2 A3

Vall, % EH- e 22 4% - (3)3 2P 23 PE @ g% 0 (4)5 2015 &3 2016 & e fFig % o (5)

5225 p 13:00 E%ﬁ”i\‘l’ﬁﬁéé—% cAEHLY AT A tE o RER LR LoD wmIL T L 1%~ 5% o 10% cBEE R o

LS S (1) (2) (3) (4) (5)
nterceot 0.001%* 0.001%* -0.071%%* -0.074%* 0.154%*
P (2.92) (2.59) (-5.22) (0.91) (1.44)
o1 0.006%** 0.005%** 0.006%** -0.001 -0.000
tl (6.84) (5.56) (9.36) (-0.53) (-0.08)
o1 -0.002%* -0.003%** -0.002 0.001
+2 (-2.67) (-5.19) (-2.10) (0.18)
001 0.026%** 0.032%** 0.014%* 0,042 -0.036
vl (3.86) (4.83) (2.88) (4.05) (-0.95)
001 -0.034%** -0.031%%* -0.026%* 0.090%*
2 (-5.02) (-6.47) (-2.58) (2.22)
Fol 0.036%** 0.036%** 0.053*** 0.064%** 0.057%**
vl (29.33) (29.70) (53.38) (38.29) (7.31)
Fol 0.003** 0.004%** 0.011%** 0.023**
-2 (2.18) (3.95) (6.64) (2.70)
o -0.228%** -0.236%+* -0.117%*
vl (-38.50) (-24.54) (-2.53)
o -0.015%** -0.028%** 0.031
2 (-5.01) (-4.94) (1.06)
Option 0.118%* -0.113 -0.395
R
vl (2.02) (-1.30) (0.79)
ROpton 0.163%* -0.017 -0.680
-2 (2.78) (-0.20) (-1.37)
- 1.042%%* 2.084%* 4.652%*
‘ (3.50) (3.06) (2.06)
T 0.004%** 0.005%** -0.008
Val, (5.40) (3.84) (-1.21)
a0 -0.001%* -0.002%* -0.003
e (-2.14) (-2.05) (-0.88)
P -0.001 -0.001 0.004
Val., (-0.65) (-1.20) (1.09)
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R LA (1) (2) (3) (4) (5) (6) (7) (8)
Intercept 0.000 -0.011 0.000 -0.047** 0.000 -0.035%* 0.000 -0.025
(0.06) (-0.69) (0.11) (-3.13) (0.26) (-2.43) (0.29) (-1.55)
- 0.275%% 0.057%% 0.232%%* 0.053%**
OO0I; (30.61) (8.15) (24.58) (7.51)
- -0.157%% -0.017%* -0.128%* -0.015%*
001 (17.72) (-2.44) (-13.81) (-2.05)
v 0.195%** 0.019%* 0.133%%* 0.013**
oor; (23.16) (3.01) (15.13) (2.04)
A -0.106%** -0.012* -0.061%+* -0.008
001 (-12.87) (-1.90) (-7.06) (-1.32)
oOr™ 0.125%%* 0.035%%* 0.059%** 0.033%**
G (12.33) (5.02) (5.75) (4.70)
oor™ -0.084%%* -0.030%%* -0.028** -0.026%%*
2 (-8.37) (-4.29) (271) (-3.72)
o1 0.006%** 0.006%** 0.006%** 0.006%**
& (9.56) (9.49) (9.44) (9.65)
o1 -0.003*** -0.004%%* -0.004%%* -0.004%%*
2 (-5.95) (-5.94) (-5.95) (-5.86)
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o1 -0.001 -0.001 -0.000 -0.000
2 (-0.78) (-1.07) (-0.74) (-0.04)
o -0.223%%% -0.222%%* -0.222%%% -0.225%%*
1 (-37.99) (-37.78) (-37.73) (-38.20)
o -0.015%** -0.016%%* -0.016%** -0.016%**
-2 (-5.15) (-5.38) (-5.49) (-5.55)
option -0.015 -0.023 -0.005 -0.016
R (-0.24) (-0.37) (-0.08) (-0.25)
i 0.113* 0.107% 0.119* 0.114*

2 (1.80) (L.71) (1.89) (1.81)
- 0.700%* 1.076%% 0.948%* 1.155%%*
, (2.41) (3.66) (3.24) (3.90)
vl -0.000* 0.000%**
or (-1.78) (5.14)
Vel -0.000%** -0.000%%*
@harm (-7.75) (-5.41)
Vel -0.000%** -0.000%**
i (-8.42) (-6.51)
vl 0.001* 0.002%* 0.002%* 0.001
e (0.66) (3.16) (2.44) (1.50)
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