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Abstract

An asset class that has experienced exponential growth since the late 1990s
is that of Exchange-traded funds, which represent a financial innovation of
huge popularity among both retail and institutional investors. The existence
of price deviation between ETF's prices and theirt NAV can lead to the
creation of feedback trading strategies among the investors of these assets. In
this regard, using the standard model of Santana-Wadvani (1992) and the data
of Gold ETF in the Iran Mercantile Exchange during the period of
2017/06/10 to 2022/09/03, to investigate the existence of feedback trading
between the traders of this market. The results showed that the return
fluctuation of these ETFs was asymmetric and negative, which shows the
greater impact of positive news. Also, there is no evidence of the existence of
feedback trading in the market of these ETFs. Due to the existence of two
formal and informal markets for underlying asset, traders do not pay attention
to the deviation of fund prices compared to their net asset value. ETFs
traders, have an information-driven behavior and their trade is based on the
inefficiency of the market, and news and information published in the market
have the greatest impact on trades.
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2. Autoregressive Conditional Heteroskedasticity (ARCH)
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