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Abstract

Owing to the growing importance of the Taiwan Top 50 Tracker Fund (TTT), the first and

the only Taiwanese Exchange Traded Fund (ETF), this study investigates the change in

the volatility of the component stocks of the Taiwan 50 Index after the introduction of

TTT. Using the volatility measure proposed by Andersen et al. (2001) and the

unconditional variance of a GARCH model to measure the volatilities of the constituents

of the Taiwan 50 Index, the empirical results of this study demonstrate that the

volatility of the component stocks increased following the establishment of TTT. The

patterns of volatility change do not differ statistically among different size categories.

However, the volatilities of the electronic and the financial sector TTT constituent

companies increased significantly after the introduction of TTT, while the volatility of

companies in the mixed sector reduced.



 

https://www.tandfonline.com/
https://www.tandfonline.com/action/showPublications?pubType=journal
https://www.tandfonline.com/subjects/economics-finance-business-industry
https://www.tandfonline.com/journals/rafe20
https://www.tandfonline.com/loi/rafe20
https://www.tandfonline.com/toc/rafe20/15/18
https://www.tandfonline.com/toc/rafe20/15/18
https://www.tandfonline.com/journals/rafe20
https://www.tandfonline.com/author/Lin%2C+Ching-Chung
https://www.tandfonline.com/author/Chiang%2C+Min-Hsien
https://doi.org/10.1080/09603100500389630
https://www.tandfonline.com/action/clickThrough?id=5931&url=%2Fr%2Fsubjectsample-efbi&loc=%2Fdoi%2Fabs%2F10.1080%2F09603100500389630&pubId=43779336&placeholderId=1074&productId=3092
https://www.tandfonline.com/doi/full/10.1080/09603100500389630?scroll=top&needAccess=true
https://www.tandfonline.com/doi/figure/10.1080/09603100500389630?scroll=top&needAccess=true
https://www.tandfonline.com/doi/ref/10.1080/09603100500389630?scroll=top
https://www.tandfonline.com/doi/citedby/10.1080/09603100500389630?scroll=top&needAccess=true
https://www.tandfonline.com/doi/metrics/10.1080/09603100500389630?scroll=top
https://www.tandfonline.com/doi/permissions/10.1080/09603100500389630?scroll=top
https://www.tandfonline.com/doi/abs/10.1080/09603100500389630
https://www.addtoany.com/share#url=https%3A%2F%2Fwww.tandfonline.com%2Fdoi%2Fabs%2F10.1080%2F09603100500389630&title=Volatility%20effect%20of%20ETFs%20on%20the%20constituents%20of%20the%20underlying%20Taiwan%2050%20Index%3A%20Applied%20Financial%20Economics%3A%20Vol%2015%2C%20No%2018
https://www.tandfonline.com/
https://www.tandfonline.com/action/showCart?FlowID=1


Related Research Data

Program Trading and Market Volatility: A Report on Interday Relationships

Source: Financial Analysts Journal

The effect of the introduction of Cubes on the Nasdaq‐100 index spot‐futures pricing

relationship

Source: Journal of Futures Markets

Equity Trading, Program Trading, Portfolio Insurance, Computer Trading and All That

Source: Financial Analysts Journal

The incremental volatility information in one million foreign exchange quotations

Source: Journal of Empirical Finance

Using monthly returns to model conditional heteroscedasticity

Source: Applied Economics

Price discovery on the S&P 500 index markets: An analysis of spot index, index futures,

and SPDRs

Source: International Review of Financial Analysis

Intraday Price Formation in U.S. Equity Index Markets

Acknowledgements

The authors would like to thank an anonymous referee for many helpful comments and

the National Science Council in Taiwan for financial support (Project #: NSC-94-2416-

244-007).

Notes

 To save space, the detailed volatility tables for each component stock in pre- and post-

TTT periods are not provided here, but are available upon request.
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