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AN EMPIRICAL STUDY ON PRICE
DISCOVERY OF TAIWAN STOCK MARKET

Yu-Jane Liu*
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Hsi-An Shih*

ABSTRACT

This paper analyzes the residual terms resulting from market model and volume
model in order to observe the price discovery of Taiwan stock market. Infor-
mation asymmetry, the intervalling effect and Fisher effect are examined, and the
randomization of rate of return is tested after replacing clearing prices by
quotation prices to eliminate partial 'intervalling effect. This study adopts intra-day
data to test the hypotheses. The results indicate that information asymmetry, in-
tervalling effect and Fisher effect exist in the short run of Taiwan Stock

Market.

Key Words: Information asymmetry, Intervalling effect, Fisher effect, Price

discovery.
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