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Abstract

This study examines the limit order in order-driven markets. While most
previous research assumes that market makers or investors submit limit orders to
provide liquidity, some assume that informed investors would choose to submit limit
orders. This study provides evidence on the information content of limit orders.

Under different motivations of investors, this study provides testable hypotheses
and associated evidence. In particular, it uses the time-series relation between limit
orders, market orders, bid-ask quotes, and transaction prices to test hypotheses. It also
distinguishes new orders from existing ones on the book.
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1. 2000 7 9
2.
VAR(1)
3. VAR(5) F
4. VAR(5)
St F OIB_& OIB_F
St1 0.037* -0.047* 0.015* -0.011*
(0.008) (0.009) (0.001) (0.003)
Fi.1 0.157* -0.084* 0.003* -0.010*
(0.010) (0.012) (0.001) (0.005)
OIB_Si; 1.957* 0.298* 0.583* 0.230*
(0.055) (0.066) (0.007) (0.024)
OIB_Fi1 0.184* 0.791* 0.049* 0.383*
(0.028) (0.033) (0.004) (0.012)
0.204 0.063 0.475 0.148
P_INDEX; P FUTURES, | OIB_INDEX; |OIB_FUTURES
Constant -0.070 0.078 0.013 -0.114
P_INDEX; -0.128 0.525 0.026 0.193
P_INDEX;., 0.111 0.186 0.018 0.063
P_INDEX;3 0.023 -0.102 0.003 -0.036)
P_INDEX4 -0.057 -0.158 -0.008 -0.056)
P_INDEXs5 -0.046 -0.093 -0.009 -0.041
P FUTURES:; 0.138 -0.241 0.002 -0.060
P FUTURES:., 0.124 -0.089 0.000 -0.031
P FUTURES:3 0.097 -0.067 0.000 -0.021
P FUTURES.,4 0.073 -0.042 0.001 -0.010
P FUTURES:5 0.040 -0.036, -0.001 -0.003
OIB_INDEX.1 1.135 0.683 0.350 0.322




OIB _INDEX., 0.461] 0.155 0.170 0.101]
OIB INDEX.3 0.011 -0.121 0.056 -0.033
OIB _INDEX;.4 -0.190 -0.189 0.022 -0.078
OIB _INDEX.s5 -0.374 -0.105 0.007 -0.023
OIB_FUTURES:.; 0.100 0.594 0.027, 0.302
OIB_FUTURES:., 0.059 0.065 0.020 0.056
OIB_FUTURES: 3 0.009 -0.066 0.013 -0.029
OIB_FUTURES.4 0.016 -0.065 0.010 -0.018
OIB_FUTURES: 5 0.044 -0.060 0.005 -0.035
Error Correction;.; 0.005 -0.012 0.000 -0.002
F Test: P_INDEX 71.34 431.52 89.29 414.68
F Test: P FUTURES 68.75 85.55 0.51 39.84
F Test: OIB_INDEX 85.49 17.81 604.29 30.50
F Test: OIB_ FUTURES 4,92 76.13 25.81 143.78

Responses of conditional expectation of P_INDEX to different variables

—— P_INDEX ---- P_FUTURE —-- OIB_INDEX — - OIB_FUTURE

Responses of conditional expectation of P_FUTURE to different variables

—— P_INDEX ---- P_FUTURE —-- OIB_INDEX — - OIB_FUTURE
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