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Abstract
Empirical studies of financial market microstructure effects require financial ultra-high frequency data (UHF data). The ultra-high frequency data (transaction data or tick-by-tick data) contain two types of observations. One is the time of transaction and the other is a vector of the quantities called the marks, observed at the time of transaction (price, volume). A key property of transaction data is the irregular spacing in time. The time intervals between subsequent events called durations can bring important content about the intensity of the information flow to the market. Duration analyses may furnish information on the microstructure of the financial market, affording a more accurate insight into various market interdependencies. In recent years, very popular in modelling the durations between the selected events of the transaction process (trade durations or price durations) and modelling of financial market microstructure effects have become the autoregressive conditional duration models (the ACD models) introduced by Engle and Russell (1998).
The aim of the paper is to check out and test some market microstructure predictions about the relationships between trade durations and some variables of the trading process. The ACD framework will be used to modeling trade durations. The Box-Cox ACD model with the generalized gamma distribution for innovation term will be considered in the analysis. In order to capture past trading activities, the ACD model will be augmented by some explanatory variables: the lagged signed price change, the lagged absolute price change and the lagged trading volume. Bayesian inference will be presented and practically used to estimation of the ACD models. The empirical part of work will include modeling of trading activity of selected companies from the Warsaw Stock Exchange.
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