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Abstract

In this paper, we investigate the effect of opearsts by type of trader on return volatility
five foreign currency futures options markets, aisb examine information for different
traders. We use Commitments of Traders (COT) dasstablish the total open interest ratio
and the ratio of the net site-based measure, goigt e ARDL cointegration method to deal
with the inconsistency of order problem. The enggiriresults indicate that the open interest
of non-commercial traders has negative relationshigh volatility in the long-term
equilibrium, but the position of commercial traddras a positive relationship with the
volatility in the long term. We also examine whetherding behavior exists among traders in
short run. Using the net position change for trades the dependent variable, we analyze
whether the traders can refer other traders’ psiéind thus adjust their own position. The
empirical results show that the change in the meition for non-commercial trader was
affected by the lag change in other traders’ pasjtiresulting in reverse herd behavior.
Overall, long- and short-term trading behaviorion-commercial traders is consistent to the
noise trader theory of Black (1986), but the bebawf commercial traders is only partially
consistent to the noise trader theory.

Keywords: Net positions Herding; Noise trader theory ARDL
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o1 phde > AR R I g kil et &
e~ WL EE TR F R
S SR AT AE ¥ E 3 AL
Toe B L ADF Lo %L ADF Tiodk B Z ADF Tiodkc ¥ L1 ADF Tiodc X ADF T ¥ L ADF
A% 0.6907 0.8779-6.88** 0.0612 0.0784 -3.47*** 3.331 3.064 -2.08 1.6719.9872-2.97* 2.6988 3.4471-2.18 2.2942 1.2771-2.32
#4  0.4389 0.2792-7.38*** 0.1394 0.1531 -3.02** 7.092 6.254 -2.76* 3.91398.6667-3.03**  6.8651 8.5266-2.67* 3.4062 1.3175-7.43***
s’ 0.4996 0.4487-6.78** 0.1491 0.1232 -5.69*** 9.441 5131 -2.94**  6.17283.6291-2.99**  7.2166 5.9569-2.74* 5.4901 2.1559-5.08***
Pl 0.3239 0.1964-6.15*** 0.2992 0.2931 -9.08*** 29.09 13.83 -1.92 37.99@2.203-2.81* 13.602 11.753-1.96 6.5865 2.3238-6.52***
% 0.4425 0.3910-18.3*** 0.0433 0.0421 -5.16*** 3.232 2.752 -1.89 2.326@.1021-2.22 2.4549 3.4297-1.63 1.6795 0.6957-8.74***
AU S PR E R
ik F ¥ * R ik P ¥ * R
Tiof L ADF Tibdc B Z ADF Tibdc R Z ADF Tiodc % E ADF Tiodc 3 E ADF Tiodk 3 i ADF
£ 0.1946 0.1391-4.31*** 0.2855 0.1901 -3.31** 0.5197 0.2622 -2.92** -0.2412 0.4418-5.33*** 0.0245 0.4745 -5.92*** 0.10570.1717 -5.87***
#4 0.2742 0.1318-2.98** 0.3437 0.2069 -2.33  0.38190.2121 -2.25 0.0084 0.2622-7.88*** 0.0018 0.2159 -9.91*** -0.02450.134 -8.77***
4e’f 0.3269 0.0843-2.51  0.33250.1283 -3.42** 0.3405 0.1378 -2.81*  -0.2046 0.2586-5.09*** 0.2488 0.3543 -3.17**  0.0414 0.1073-9.11***
Pl 0.6031 0.2202-2.02  0.25720.1941 -1.52  0.1396 0.0766 -4.56*** 0.0349 0.1046-7.76*** -0.10760.2395 -5.22*** -0.06890.2141 -2.84*
7% 0.3072 0.1976-3.39** 0.2626 0.2129 -2.81*  0.4302 0.2958 -3.35** -0.0486 0.3106-9.37*** 0.1108 0.3761 -9.21*** 0.02480.1281 -6.57***
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¢ InVM  InOI P Oleom P_Olycom P_OlLivey PNLeoy PNLycom PNLprep
o
& 1.00
InvVM -0.30 1.00
noI -0.29 0.72 1.00
P_Ol.op, -0.05 0.42 0.46 1.00
P_OlLycom -0.27 0.58 0.69 0.26 1.00
P_Olyrep 0.22 -0.64 -0.74 -0.71 -0.86 1.00
PNLopm, 0.01 0.06 0.16 -0.14 0.28 -0.13 1.00
PNLycom -0.15 0.14 0.07 0.32 0.00 -0.16 -0.44 1.00
PNLpep 0.17 -0.27 -0.13 0.28 -0.03 -0.13 -0.12 -0.21 1.00
ERE I S anM; LR EEHE O IO HF AT HEPHEPOIZ A FRIFL I HA
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% 3 BB GlcEE - LA
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AP Ol -0.02  -0.01 -0.26  -0.57 -0.82 1.00

APNLcom 0.05 0.01 0.06  -0.02 0.10 -0.07 1.00

APNLpcom 0.07 -0.04 -0.03 0.01 0.00 -0.01 -011 1.00
APNL,, 0.06 0.00 -0.10 0.28 0.02 -0.18  -0.19 -0.33 1.0
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# 4 ARDL #3] = ¥ & 1 7_

n q
A6y = ag + ZlﬁjAat_j + jZO S;AlnVM,_; + jZOVjAP_Olk't_j + jZO WjAPNLy;_;j + m16i—q + M AINVM,_4
+ 7y 3P_Olyr—q + My 4o PNLy 1+
PE S a e
Pl 12.4852*** 12.7821*** 12.11971%**
B 12.1732%** 12.6071*** 10.9562***
o M 10.0415*** 12.6872** 10.6146***
2 12.1971*** 12.6703*** 7.8272%**
33 AR 11.0797*** 14.5709*** 11.1681***

T e IS B * Pesaran(200%) B 6 w2 1]?% ¢ 2 Table CLiii (7 # #c38 = 7 2 8% 38 ; p %
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# 5 ARDL #-

22 K o

ke i b B P gt
BE
ARDL (6,5,2,3) (6,0,0,0) (5,1,0,4) (5,0,3,1) (5,86
InvM -0.2675** -0.0451* -0.1581%* -0.0043 -0.1297%*
POl 0.3452 0.4499%+ 0.4195 0.3051%+ 0.5625%+
PNL,yp, 0.3294 0.2123%+ -0.3714* -0.1756 -0.0079
C 2.1981+++ 0.6214%+ 1.3922%+ 0.1799 1.0046++
?E'ﬁ‘ﬁ -,‘;‘
ARDL (5,3,0,0) (6,0,3,0) (4,1,3,3) (5,0,3,0) (5,86
InvM -0.1802** 0.0089 -0.1182%* 0.0021 0.0308
P_Olyom -0.5171 -0.3074* -0.3244 -0.3592%* -0.5811%*
PNL,om -0.1599 -0.2455* 0.3533%+ 0.0062 0.0181
C 1.8441%+ 0.481 7%+ 1.3468%+ 0.3994%+ 0.4189*
R
ARDL (5,5,0,0) (6,1,1,1) (4,2,3,0) (5,1,0,3) (5,20
InvM -0.2178* -0.0783* -0.1099* -0.0568** 0.0235
P_Olyrep 0.1535 -0.0802 0.4691 -0.0391 0.3022%
PNLyyep 0.0845 -0.1464 0.3234 0.1006 0.6775%++
C 1.8173* 0.9981 %+ 1.0921% 0.7725%++ 0.1613
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4 6 ARDLICH L M LB 0 03 # % £
P

Aé\—t = Qy + ZﬁjA(ft_] + Z 6jAanMt_] + Z yjAP_OICOm,t—j + Z ijPNLCOm,t—j + Aecmt_l‘*'gt

j=1 j=0 j=0 j=0
il B 4r B P 3%

ARDL (6,5,2,3) (6,0,0,0) (5,1,0,4) (5,0,3,1) (5,856
A6,y -0.2185% -0.1887** -0.3144% -0.2393*** -0.2697***
AG,_, -0.2118*+ -0.1597** -0.3196*** -0.2652%+* -0.2232%+*
AGy_s -0.0252 -0.1624** -0.2401 % -0.2314%+* -0.1903***
AGe_y 0.1135* 0.0177 -0.0647 -0.0828* -0.0741*
AG,_s -0.0756* 0.1152**
AlnV M, -0.0281 0.0092 0.0537 -0.0026 0.0027
AlnVM,_, -0.0111 0.0437
AlnVM,_, 0.0337 -0.0176
AlnVM,_, 0.1456**+ 0.0628*
AlnVM,_, 0.1188** 0.0519*
AP Ol pm . 0.7868 0.2884%+* 0.2021 -0.1013 0.6666**
AP Ol o ¢—1 1.5871% -0.1521 0.0023
AP_Oleom i -0.3244%** 0.0075
AP Ol opmi—3 -0.6532**
AP _Oloom ¢4 -0.7647*
AP _Olcom,e-s 0.5844*
APNL o, 0.2122 0.1361%** -0.1602 0.0832 -0.0156
APNLcopm -1 0.0093 0.1148 0.1416
APNL o i -0.4705%** -0.0871 -0.2081*
APNL o i—3 0.4229%+* -0.2151%**
c 0.8584*** 0.3984** 0.6709*** 0.1074 0.6005***
ecm,_, -0.3905** -0.6411%+ -0.4819** -0.5971%** -0.597 7%+
Durbin-Watson 1.9803 1.9983 2.0023 2.0116 1.9897
Adj. R? 0.3792 0.4408 0.4375 0.4288 0.4613
No. of obs. 497 511 512 511 510
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£ 7ARDL 32 S L U5 A% -AF £ 1

A6, = ay + ZBJAC& 5t Z S;AlnVM,_; + Z VAP _Olycomi—j + Z W;APNLycome—j + Aecme_q+&;

j=1 J=0 =0 j=0
o i 4o He P P

ARDL (5,3,0,0) (6,0,3,0) (4,1,3,3) (5,0,3,0) (5,86
AGy_4 -0.1712%* -0.2285*** -0.2046*** -0.2181*** -0.1975
AG,_, -0.1498** -0.2061*+* -0.2301*+* -0.2499*** -0.2032***
AGy_3 0.0519 -0.1868*** -0.1639*** -0.2111%+* -0.1921*+*
NGy, 0.1812*** -0.0063 -0.0783* -0.0797*
AG,_s 0.1007**
AlnV M, 0.0008 0.0052 0.0443 0.0012 0.0163
AlnVM,_, 0.0059 -0.0228
AlnVM,_, 0.0437 -0.0818*+
AlnVM,_, 0.1373*+
AP _Olycom.e -0.2316 0.2761 0.6272 0.5973** -0.5061*
AP _Olcom -1 0.3125* 0.9962** 0.4603* 0.6014**
AP _Olcom s 0.3946** 1.0338* 0.4116* 0.3936
AP _Olcom -3 0.7279%+
AP _Olycom -4 0.1109
AP _Olcom s 0.7182%*
APNLycom.e -0.0716 -0.1453** 0.3679** 0.0038** 0.0121
APNLycom ¢ 0.0231
APNLycom ¢—2 -0.4142%%*
C 0.8261*** 0.2852*** 0.8392*** 0.2468*** 0.2806**
ecm;_4 -0.4479** -0.5921 %+ -0.6231*** -0.6184*** -0.6694***
Durbin—-Watson 1.9803 2.0062 2.0168 1.9952 1.9892
Adj. R 0.3747 0.4386 0.4521 0.4336 0.4488
No. of obs. 497 511 512 511 510
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# 8ARDL 3|2 @ F LB 2 3l %3 F ¥ H 22
p

A@:%+Z@MH+§ﬁNWMﬁ+ZnMﬂme+Z%MMWWﬁ+MmHHt

=1 J=0 J=0 J=0
e w8 4o B P P

ARDL (5,5,0,0) (6,1,1,1) (4,2,3,0) (5,1,0,3) (5,2%
A6, 4 -0.1832%+ -0.2571 %% -0.3123%** -0.3459%%* -0.2484%+
A6, , -0.1573%+ -0.2176%** -0.2902%** -0.331 1% -0.2291 %+
A6, s 0.0501 -0.2152%** -0.1993%** -0.2675%** -0.2038*+
A6, 0.1812% -0.0301 -0.1064** -0.0889*
AG,_s 0.0905**
AlnV M, -0.0007 0.0025 0.0384 -0.0059 0.0062
AlnVM,_, 0.0148 -0.0501 -0.0286
AlnVM,_, 0.0487 -0.0798*+
AlnVM,_, 0.1403**
AlnVM,_, 0.1191%
AP Olyrep: 0.0661 - 0.3556* -0.3494 -0.0183 0.1373
AP Ol -1.0531%+ -0.4041%*
AP Olyrep e -0.8034** -0.2104
AP Olyrep s -0.5199%**
APNLpyep, 0.0364 - 0.3275* 0.1531 -0.1202 0.1962
APNLypep e -0.0093 -0.4323%
APNLyyepe—z 0.1391*
C 0.7824* 0.5284%+ 0.5168 0.3634** 0.0831
ecm,_, -0.4305%* -0.5298%** -0.4732%% -0.4704%% -0.5925*+
Durbin-Watson 1.9882 2.0085 2.0020 2.0072 1.9917
Adj. R 0.3535 0.4351 0.4269 0.4164 0.4431
No. of obs. 497 511 512 511 510
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A6, 0.0251* 0.0289 -0.0238 0.0072 -0.0171
AlnV M, 0.0226 -0.0398** 0.0051 -0.0042 0.0021
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AG,_4 0.0051 0.0093 -0.0051 -0.0451* 0.0035
A6, 0.0055 0.0003 0.0091 -0.0364 -0.0014
AlnV M, -0.0068 -0.0026 0.0055 -0.0041 -0.0092
AlnVM,_, -0.0094* -0.0012 0.0055 -0.0144* -0.0071
AlnVM,_, -0.0053 0.0071 0.0034 -0.0027 -0.0091
AlnOlI, 0.0134 -0.0045 -0.0193 -0.0127 -0.0423%**
AlnOI,_, 0.0531*** 0.0185 0.0013 -0.0274 -0.0224
AlnOI,_, 0.0052 -0.0172 -0.0007 -0.0195 -0.0105
AP Olyrept-1 0.0486 0.0305 0.1245 -0.0278 -0.0452
AP Olyrep -2 0.0294 -0.0441 0.0489 -0.0964 -0.0345
APNL om -1 0.0253 -0.0335 -0.0055 0.1025 -0.0002
APNLcom -2 0.0211 -0.0224 0.0336 0.0016 -0.0055
APNLycom t-1 -0.0034 -0.0206 0.0255 0.0442 -0.0054
APNLycom t—2 0.0323* -0.0026 0.0207 0.0214 -0.0054
APNLyyep -1 -0.1264** -0.1607*** -0.1686%*** -0.4443*** -0.3127***
APNLpyep -2 -0.0461 -0.2201%** -0.0906 -0.2082*** -0.1334***
c -0.0022 0.0008 -0.0001 0.0001 -0.0009
Durbin-Watson 2.0267 2.0558 2.0066 2.0738 2.0378
Adj. R? 0.0442 0.0431 0.0339 0.1989 0.0805
No. of obs. 499 513 513 513 508

AL - BEAA 0 BB EPNLL 2 %i;i%ggigiﬁwéfgﬂw,mla%;ﬁtﬁ'v’manM:;*;iBaﬁ
B mOIE 3 F AT HEHEK POI: 25 % - BEFEHLIIFATHE Y - CEH ¥ #IE - com~ ncom
% onrep & J:*%r;?‘é‘i*‘r%’f\i?l’%@éﬁz%ﬁo*~**y:?***/\ B &t 2 iE 90% -~ 95%2 99%0kE
FoRE

Bed ZU I FE T - FApk 0 2 B ST EHLEFIES e AFORG

26



HRPPF LR F DT - E R E F ] D A ROTE L L5
BT eniB i F AR 5 SRR E o BB AT ehe RUESTA S 8§ T
AR B Fd N F RIS A b P BREFEFHNGHRI -
BATH O AAEEREEIEPHF RN ARBEH T T F LIRS F T

I
SRR £ AR

F_*

2

R
E

Efl* COT F#AmE L E F Tt jod > P B % £ 8 - RGH > 2 2472
PHBF S S5 e b i AR(b 0 2T R AR FH TR B
(51 : = % "‘F{m’i PESRED B R AT s R (6] AR S
i Black (1986)p 1 7 Ip Tt b
245 ;sﬁzm BB R RAAF EL L FAL AR LG
a@#mgg,@;aﬁiagﬁgépgg«¢% AR E TR

FRE RS Ra EmIPEL S 0 R AP BT 1S ezt
i 5

o o
ok

%

PEAR R T APM o BT R F R e BT RIIEE U F RS B
BRAFPEIL FLEPRT 55T p LAl gnFRTARE A F FETF
PARL A H ORI R E R it e R AF T BRET T LRPBEE
A EREFED L ENT FR PR P AR AR AL F e s
BEREIGT L - BWRPFRORE R FRRED L RAIIRE B I A7
AR 2w R ER RS E L FIERE

BHn 5 o AR #Q%’z?‘fn’ﬂ{ =i 2 5 IR %+ & Black (1986¥% %?gmi%%‘ii
BonBFEILFOEDPAIRAPEINTE F 20 LA o 2SI COTH Y
FAMR A BH )gk“in’ﬂ\ij"’“f R b FEAAF R SR TL Y

P
LY SRR LA S SRR AR R RS L S KR L
G RAETELS "F’i‘m“\‘“? 7 aAANTR SrH B L
EAL S (BT 5 o0 - A T2 S IR
B o ptebd  COT TR e ] » A7 B2 BRBIERIED 57
ﬁﬁfﬁ’”iﬂ”ﬁ?ﬁﬁﬁﬁﬁﬁ%ﬁigﬂ@v ﬁﬁ@w’xzﬁiﬁ?%a

iSER X Pl st

ru

27



54 < e

Adrangi, B., and A. Chatruth. 1998. Futures Comreitts and Exchange Rate Volatility.
Journal of Business Finance & Accounting 25 (3-4):501-520.

Avery, C., and P. Zemsky. 1998. Multidimensional cBriainty and Herd Behavior in
Financial MarketsAmerican Economic Review 88 (4):724-748.

Bahattin, B., and H. H. Jeffrey. 2011. Do Specukafrive Crude Oil Futures PriceERergy
Journal 32 (2):167-202.

Banerjee, A. V. 1992. A Simple Model of Herd BelmaviQuarterly Journal of Economics
107 (3):797-817.

Bessembinder, H., and P. J. Seguin. 1993. PricatNity, Trading Volume, and Market
Depth: Evidence from Futures Market3ournal of Financial and Quantitative
Analysis 28 (1):21-39.

Bikhchandani, S., D. Hirshleifer, and I. Welch. 299\ Theory of Fads, Fashion, Custom,
and Cultural Change as Informational Cascadesrnal of Political Economy 100
(5):992-1026.

Black, F. 1986. Noiselournal of Finance 41 (3):529-543.

Brunetti, C., and B. Buyuksahin. 2009. Is SpecataestabilizingSRN eLibrary.

Chen, Z., and R. T. Daigler. 2008. An examinatiérih@ complementary volume-volatility
information theoriesJournal of Futures Markets 28 (10):963-992.

De Long, J. B., A. Shleifer, L. H. Summers, andJRWaldmann. 1990. Noise Trader Risk in
Financial MarketsJournal of Political Economy 98 (4):703-738.

De Roon, F. A.,, T. E. Nijman, and C. Veld. 2000.dgeg Pressure Effects in Futures
Markets.Journal of Finance 55 (3):1437-1456.

Effinger, M. R., and M. K. Polborn. 2001. Herdingdaanti-herding: A model of reputational
differentiation.European Economic Review 45 (3):385-403.

Engle, R. F., and C. W. J. Granger. 1987. Co-imtiggn and Error Correction: Representation,
Estimation, and Testingzconometrica 55 (2):251-276.

Fama, E. F. 1965. The Behavior of Stock-Marketdzrigournal of Business 38 (1):34-105.

Froot, A. K., S. S. David, and C. S. Jeremy. 198@rd on the Street: Informational
Inefficiencies in a Market with Short-Term Specigat National Bureau of Economic
Research, Inc.

Granger, C. W. J. 1986. Developments in The Studg€antegrated Economic Variables.
Oxford Bulletin of Economics and Statistics 48 (3):213-228.

Granger, C. W. J., and P. Newbold. 1974. Spuriegsessions in econometrickurnal of
Econometrics 2 (2):111-120.

Haigh, S. M., E. B. Naomi, and B. Bahattin. 200@réing Amongst Hedge Funds in Futures
Markets.Working Paper.

Holt, B. R., and S. H. Irwin. 2000. The Effects Rdtures Trading By Large Hedge Funds
And Ctas On Market Volatility: NCR-134 Conference Applied Commodity Price
Analysis, Forecasting, and Market Risk Management.

Lakonishok, J., A. Shleifer, and R. W. Vishny. 1992e impact of institutional trading on
stock pricesJournal of Financial Economics 32 (1):23-43.

Martinez, V., and Y. Tse. 2008. Intraday volatilitythe bond, foreign exchange, and stock
index futures marketgournal of Futures Markets 28 (4):313-334.

Pesaran, M. H., and Y. Shin. 1995. An Autoregres$§istributed Lag Modelling Approach
to Cointegration Analysis: Faculty of Economics,iwgmsity of Cambridge.

Pesaran, M. H., Y. Shin, and R. J. Smith. 2001.A8suesting approaches to the analysis of

28



level relationshipsJournal of Applied Econometrics 16 (3):289-326.

Rothig, A., and C. Chiarella. 2011. Small traderscurrency futures marketdournal of
Futures Markets 31 (9):898-914.

Sanders, D. R., K. Boris, and M. Manfredo. 2004dd¢&s, funds, and small speculators in
the energy futures markets: an analysis of the C&=TGmmitments of Traders reports.
Energy Economics 26 (3):425-445.

Sanders, D. R., S. H. Irwin, and R. P. Merrin. 20®®art Money: The Forecasting Ability of
CFTC Large Traders in Agricultural Futures Markelsurnal of Agricultural and
Resource Economics 34 (2).

Schwarz, K. 2012. Are speculators informdd@rnal of Futures Markets 32 (1):1-23.

Schwert, G. W. 1990. Stock Volatility and the Cragh87. Review of Financial Sudies 3
(1):77-102.

Wang, C. 2002a. The effect of net positions by typtader on volatility in foreign currency
futures marketslournal of Futures Markets 22 (5):427-450.

———.2002b. Information, Trading Demand, and FutumésePVolatility. Financial Review
37 (2):295-315.

———. 2003. The behavior and performance of major tygfefutures tradersJournal of
Futures Markets 23 (1):1-31.

Weiner, J. R. 2006. Do Birds of a Feather Flock &ibgr? Speculator Herding in the World
Oil Market. InDiscussion Paper: Resources For the Future.

29



