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Abstract

The trading volume is one of the key measures of liquidity on stock markets and plays a very important role in the literature on financial market microstructure. The main aim of our research is to apply Bayesian inference to modelling and forecasting intra-daily volume data using the Autoregressive Conditional Volume (ACV) model introduced by Manganelli [2005], and to evaluate the quality of the volume forecasts obtained. In particular, a rolling window prediction study is performed for cumulative 5-minute traded volume data. We evaluate both point and density forecasts of intra-daily volumes. The MCMC methods including Metropolis-Hastings algorithm are suitably adopted to obtain posterior densities of interest as well as predictive densities. Many empirical studies in the foreign literature use transaction data from NYSE. Thus one of the main goal of this study is also examination of data from the Polish Stock Market. Therefore we evaluate forecasts of intra-daily traded volumes of representative, widely traded stocks quoted on the Warsaw Stock Exchange, the latter being currently leading stock market in Central and Eastern Europe. 
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