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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.



 

We Care About Your Privacy

We and our 880 partners store and access personal data,

like browsing data or unique identifiers, on your device.

Selecting I Accept enables tracking technologies to support

the purposes shown under we and our partners process data

to provide. Selecting Reject All or withdrawing your consent

will disable them. If trackers are disabled, some content and

ads you see may not be as relevant to you. You can

resurface this menu to change your choices or withdraw

consent at any time by clicking the Show Purposes link on

the bottom of the webpage .Your choices will have effect

within our Website. For more details, refer to our Privacy

Policy. Here

We and our partners process data to provide:

Use precise geolocation data. Actively scan device

h t i ti f id tifi ti St d/

I Accept

Reject All

Show Purpose

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/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
https://www.informa.com/privacy-policy/


Related Research Data

Program Trading and Market Volatility: A Report on Interday Relationships

Source: Informa UK Limited

THE EFFECT OF THE INTRODUCTION OF CUBES ON THE NASDAQ-100 INDEX SPOT-

FUTURES PRICING RELATIONSHIP

Source: Wiley

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

Source: Informa UK Limited

The incremental volatility information in one million foreign exchange quotations

Source: Elsevier BV

Using monthly returns to model conditional heteroscedasticity

Source: Informa UK Limited

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

and SPDRs

Source: Elsevier BV

Have leveraged and traditional ETFs impacted the volatility of real estate stock prices

Source: Informa UK Limited

Intraday Price Formation in U.S. Equity Index Markets

Source: Wiley

The leverage effect in the UK stock market

Source: Informa UK Limited

Futures trading, information and spot price volatility: evidence for the FTSE-100 stock

index futures contract using GARCH

Source: Elsevier BV

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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