
10th Society Humanities and Social Science Research Promotion Network [1] 
National and International Conference 
16-17 October 2025 @ Ramkhamhaeng University, Thailand 
 

 
Procedia of Multidisciplinary Research  Article No. 105 
Vol. 3 No. 10 (October 2025) 

THE EFFECT OF TRADING VOLUME FROM 
DIFFERENT INVESTOR TYPES ON TRADING 
FRICTION ANOMALY RETURNS IN 
THAILAND: EVIDENCE FROM MARKET 
MICROSTRUCTURE DATA OF THE STOCK 
EXCHANGE OF THAILAND 
 
Suparkit ASSAVANIG1 

1  Faculty of Commerce and Accountancy, Chulalongkorn University, Thailand; 
petch44350@hotmail.com 

 
ARTICLE HISTORY   
Received: 19 September 2025 Revised: 3 October 2025 Published: 16 October 2025 
 
ABSTRACT 
This study introduces a novel approach to understanding how trading volumes from individual, 
institutional, and foreign investors influence trading friction anomaly returns in Thailand's 
stock market. I integrate comprehensive analysis of seven trading friction anomalies with 
unique market microstructure data from the Stock Exchange of Thailand's database. This 
approach enables construction of long-short portfolio strategies, while accounting for the 
distinct trading behaviors of different investor groups during the period from 2011 to 2021. 
Remarkably, I discovered asymmetric effects where retail trading amplifies certain anomalies 
while reducing others, contradicting traditional noise trader theories. Furthermore, the 
integration of investor-type volume indicators with long-short anomaly strategies revealed that 
institutional investors in Thailand do not uniformly enhance market efficiency as observed in 
developed markets. Surprisingly, foreign investors exhibited patterns similar to individual 
investors in certain anomalies. 
Keywords: Trading Volume, Trading Friction Anomaly, Market Microstructure Data, Investor 
Behavior 
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INTRODUCTION 
Financial markets have recently become increasingly complex with the growing participation 
of diverse investor types, creating challenges for understanding market efficiency and anomaly 
persistence. However, the most important thing for investors is to be aware of how different 
trader behaviors affect trading friction anomalies. Han and Zhang (2024) revealed that trading 
volume in retail-dominated markets amplifies rather than reduces anomaly returns, 
contradicting patterns in developed markets. De Long et al. (1990) and Shleifer and Vishny 
(1997) advocated that noise trader risk plays a significant role in sustaining market anomalies 
since it creates unpredictable sentiment-driven trading patterns that deter rational arbitrageurs. 
Trading friction anomalies are vital for understanding market inefficiencies because of their 
advantages in generating anomaly returns. Baker and Wurgler (2006) revealed that investor 
sentiment can have an influence on asset valuation and anomaly persistence. Therefore, market 
participants should put more effort into understanding how different investor types contribute 
to or eliminate these anomalies. Han and Shi (2022) revealed that in China's retail-dominated 
market, anomalies actually strengthen over time despite increased trading activity. On the other 
hand, Chordia et al. (2014) revealed that, in the U.S. markets, institutional trading reduces 
anomaly returns through improved arbitrage activity. However, there are few studies revealing 
the relationship among investor-type trading volumes, limits to arbitrage, and trading friction 
anomaly persistence. Therefore, this study aims to investigate the effect of trading volume from 
different investor types on trading friction anomaly returns in the Thai stock market by 
examining the seven trading friction anomalies.   
 
LITERATURE REVIEWS 
Presence and Significance of Trading Friction Anomalies  
Trading friction anomalies are a group of market anomalies that arise from constraints in the 
trading process, leading to predictable patterns in stock returns that cannot be fully explained 
by traditional asset pricing models. Han and Zhang (2024) said that trading friction anomalies 
refer to pricing discrepancies arising from trading value, illiquidity, volume turnover, 
idiosyncratic volatility, size, price, and volatility characteristics. In order to understand the 
persistence of these anomalies, noise trader risk theory has been used as the theoretical 
framework to explain how irrational traders create unpredictable trading patterns, deterring 
rational arbitrageurs from correcting mispricing (De Long et al., 1990). Therefore, markets 
with high retail participation tend to exhibit stronger and more persistent trading friction 
anomalies. Accordingly, the following hypothesis derived for this study: 
H1: Trading friction anomalies generate significant positive risk-adjusted returns in Thailand. 
Effect of Trading Volumes on Trading Friction Anomaly Returns  
The impact of trading volume on market efficiency can establish different linkages depending 
on investor sophistication. Han and Zhang (2024) investigated the relationship between trading 
volume and anomalies in China and found that trading volume amplifies rather than reduces 
anomaly returns since it primarily represents noise trading activity. However, trading volume 
also has efficiency-enhancing effects. It was found that institutional trading can improve 
market efficiency because of sophisticated information processing and arbitrage activities 
(Chordia et al., 2014). Furthermore, Bekaert and Harvey (2000) discovered that foreign 
investor participation enhances price discovery. Accordingly, the following hypotheses derived 
for this study: 
H2A: Trading volume of individual investors will amplify trading friction anomaly returns. 
H2B: Trading volume of institutional investors will reduce trading friction anomaly returns. 
H2C: Trading volume of foreign investors will decrease trading friction anomaly returns. 
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Trading Volume as Limit to Arbitrage 
Trading volume from different investor types has been recognized as potential limit to arbitrage 
that prevent price corrections in financial markets. Limit to arbitrage are factors that prevent 
sophisticated investors from eliminating mispricing even when profitable opportunities exist 
(Shleifer & Vishny, 1997). Accordingly, the following hypotheses derived for this study: 
H3A: Trading volume of individual investors will act as a limit to arbitrage even after 
controlling for other limits to arbitrage.  
H3B: Trading volume of institutional investors will contribute to market efficiency even after 
controlling for other limits to arbitrage.  
H3C: Trading volume of foreign investors will contribute to market efficiency even after 
controlling for other limits to arbitrage. 
 
RESEARCH METHODOLOGY 
In response to examining the effect of trading volume from different investor types on trading 
friction anomaly returns in the Thai stock market, the study was designed to adopt a quantitative 
research approach. The population in this study consisted of stocks listed in the SET100 index 
from January 2009 to December 2021. Due to the studied requirements for portfolio 
construction and statistical robustness, all 100 constituent stocks of the SET100 index were 
selected, representing the largest and most liquid securities in the Thai stock market.  
The data collection used three primary sources. First, Refinitiv Workspace provided daily and 
monthly data including stock return indices, stock prices, trading values, outstanding shares, 
and book values. Second, the SET's database provided microstructure data containing daily 
trading values for three investor types. Third, ThaiBMA provided the one-month treasury bill 
rate. 
Before the OLS regression analysis was conducted, seven trading friction anomaly factors were 
calculated: trading value, illiquidity (Amihud, 2002), volume turnover, idiosyncratic volatility, 
size, price, and volatility. The reliability and validity of these measures were established 
through their extensive use in prior literature (Han & Zhang, 2024). Portfolio construction 
followed the established methodology of creating long-short portfolios using both equal-
weighted and value-weighted approaches, with max portfolios (long highest 10 stocks and short 
lowest 10 stocks) and min portfolios (long lowest 10 stocks and short highest 10 stocks) 
constructed for each of the seven trading friction anomalies. Ordinary least squares (OLS) 
regression analysis with robust standard errors was conducted to examine the relationships 
between trading volume and trading friction anomaly returns. The Fama and French three-
factor model (Fama & French, 1992) was constructed specifically for SET100 stocks to 
calculate risk-adjusted returns.  
To address the three objectives of this study, three analytical approaches were implemented: 
First, the seven trading friction anomaly portfolios were constructed through monthly 
rebalancing based on previous month's characteristics, with performance evaluated using risk-
adjusted returns (alpha). Second, the impact of investor-type trading volumes was assessed 
using aggregate volume turnover (a value-weighted average monthly volume turnover that 
gives greater weight to larger capitalization stocks in the calculation of the trading volume 
indicator) and average volume turnover (an equal-weighted average of monthly stock turnover 
ratios, assigning the same importance to all stocks regardless of their market capitalization) 
through OLS regression analysis for both raw and risk-adjusted effects. Third, the role of 
trading volume as limit to arbitrage was examined by controlling for idiosyncratic risk and 
transaction costs through OLS regression analysis for both raw and risk-adjusted effects. 
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RESEARCH RESULTS 
Examining the Risk-Adjusted Trading Friction Anomaly Returns (Alpha) 
 
Table 1 Summary of the risk-adjusted performance of the seven trading friction anomaly 
portfolios, January 2011 to December 2021 by following equation: Rj,t =  αj +  β1MKTt  +
 β2SMBt  +  β3HMLt  + εj,t. Statistical significance is assessed using robust standard t-tests. 
The ***, **, and * indicate statistical significance at the 1%, 5%, and 10% levels, respectively. 

 

 
 
Table 1 reveals heterogeneous patterns in risk-adjusted trading friction anomaly returns (alpha) 
across the Thai stock market, with three trading friction anomalies demonstrating statistical 
significance of trading friction anomaly returns while four trading friction anomalies fail to 
generate statistical significance. Trading value anomaly generates significant positive alphas. 
The min portfolio takes long for low-trading-value stocks and short for heavily-traded stocks. 
This aligns with attention theory, where overlooked stocks become temporarily undervalued. 
The anomaly persists because behavioral biases and limited investor attention create 
exploitable mispricing in less actively traded stocks. Size anomaly produces significant 
positive alphas. The min portfolio exploits the small-firm effect by taking long small-cap stocks 
and short large-cap stocks. Small stocks face greater information asymmetry and trading 
frictions, allowing them to remain undervalued until prices gradually adjust. Price anomaly 
generates significant positive alphas. The min portfolio exploits the low-price effect by taking 
long low-priced stocks and short high-priced stocks. Low-priced stocks attract retail investors 
due to psychological factors and affordability, while institutional investors avoid them due to 
liquidity concerns and internal restrictions. This leaves retail traders as the dominant 
participants, who may not fully arbitrage the mispricing. Conversely, the unsuccessful 
anomalies involve characteristics that may be confounded by opposing market forces or may 
already be adequately captured by standard risk factors in asset pricing models. 
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The Effect of Trading Volume on Trading Friction Anomaly Returns 
 
Table 2 The effect of trading volume from different investor types (Individual investors (C), 
institutional investors (M), and foreign investors (F)) on trading friction anomaly returns (Raw 
Effects), January 2011 to December 2021 by following equation:  Rj,t =  α +
β1Volume IndicatorC,j,t−1 + β2Volume IndicatorM,j,t−1 + β3Volume IndicatorF,j,t−1 + εj,t . 
Statistical significance is assessed using robust standard t-tests. The ***, **, and * indicate 
statistical significance at the 1%, 5%, and 10% levels, respectively. 

 
 
Table 2 reveals individual investor effects: The raw analysis reveals an asymmetric pattern in 
how retail trading affects trading friction anomaly returns, with contrasting effects between 
max and min portfolios. For max portfolios, retail trading shows negative effects that reduce 
anomaly returns. Volume turnover exhibits significant negative effects, suggesting that 
increased retail trading reduces returns from high-turnover strategies. Ivol demonstrates a 
negative effect, indicating that retail trading substantially reduces returns from high 
idiosyncratic volatility strategies. These negative effects on max portfolios directly contradict 
Han and Zhang (2024), who argue that retail trading should amplify anomaly returns through 
noise trading activity. In contrast, for min portfolios, retail trading shows positive effects that 
amplify anomaly returns. Size displays weakly significant positive effects, though this weakly 
significant suggest only marginal evidence that retail trading amplifies the small-firm effect. 
Price shows stronger positive effects, indicating more robust evidence that retail trading 
enhances low-price anomaly returns. Volatility exhibits a weakly significant positive effect. 
Institutional investor effects: Institutional trading reveals surprising patterns that challenge 
conventional efficiency theories. For max portfolios, institutions show positive effects that 
amplify rather than reduce anomaly returns. Ivol demonstrates significant positive effects, 
providing evidence that institutional trading amplifies high idiosyncratic volatility returns. This 
finding directly contradicts Chordia et al. (2014), who document that institutional trading leads 
to more efficient markets and lower anomaly returns in the U.S. market. Conversely, for min 
portfolios, institutions exhibit negative effects that reduce anomaly returns. Size shows 
negative effects, indicating that institutional trading reduces the small-firm effect. Price 
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demonstrates negative effects. These negative effects on min portfolios partially align with 
theoretical expectations that institutional trading should reduce anomaly returns, but the 
asymmetric pattern across portfolio types reveals that Thai institutions do not uniformly 
enhance market efficiency.  
Foreign investor effects: Foreign investors show the most limited impact on raw anomaly 
returns. Size (Min portfolio) represents positive effects, suggesting that foreign trading helps 
maintain the small-firm premium. Price (Min portfolio) shows a moderately positive effect. 
 
Table 3: The effect of trading volume from different investor types on trading friction anomaly 
returns (Risk-Adjusted Effects), January 2011 to December 2021 by following equation: 
Rj,t =  α + β1Volume IndicatorC,j,t−1 + β2Volume IndicatorM,j,t−1 +
β3Volume IndicatorF,j,t−1 +  β4MKTt  +  β5SMBt  +  β6HMLt  + εj,t. 
Statistical significance is assessed using robust standard t-tests. The ***, **, and * indicate 
statistical significance at the 1%, 5%, and 10% levels, respectively. 

 
 
Table 3 reveals individual investor effects: The risk-adjusted analysis strengthens and clarifies 
the asymmetric pattern in how retail trading affects anomaly returns. For max portfolios, retail 
trading shows consistently negative effects that reduce anomaly returns. Illiquidity shows 
significant negative effects. Volume turnover exhibits strongly negative effects, providing 
evidence that retail trading reduces high-turnover anomaly returns. Ivol also shows strongly 
negative effects, confirming that retail trading substantially reduces high idiosyncratic 
volatility premiums. However, for min portfolios, the positive effects become more 
pronounced after risk adjustment. Volatility shows positive effects, indicating that retail trading 
amplifies low-volatility anomaly returns. These risk-adjusted results confirm that retail trading 
in Thailand creates an asymmetric effect that contradicts De Long et al. (1990)'s prediction of 
uniform noise trader impacts.  
Institutional investor effects: After risk adjustment, institutional trading continues to show 
effects that challenge conventional efficiency theories. For max portfolios, institutions 
maintain positive effects that amplify anomaly returns. Volume turnover demonstrates positive 
effects. Ivol exhibits strongly positive effects, confirming that institutional trading amplifies 
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rather than reduces high idiosyncratic volatility returns. However, for min portfolios, 
institutions continue to show negative effects. Volatility shows negative effects, indicating that 
institutions reduce low-volatility anomaly returns. These asymmetric effects (amplifying max 
portfolio returns while reducing min portfolio returns) directly contradict Chordia et al. (2011)'s 
findings that sophisticated investors uniformly improve market efficiency.  
Foreign investor effects: After risk adjustment, foreign investors show more pronounced and 
theoretically consistent effects. For max portfolios, foreign trading shows consistently negative 
effects that reduce anomaly returns. Volume turnover demonstrates negative effects. Ivol 
shows strongly negative effects, indicating that foreign trading reduces high idiosyncratic 
volatility returns. However, for min portfolio, volatility exhibits positive effects, suggesting 
that foreign trading amplifies low-volatility anomaly returns. These results partially align with 
Bekaert and Harvey (2000)'s findings that foreign trading enhances price discovery. 
Trading Volume as A Limit to Arbitrage Controlling for Other Arbitrage Constraints 
 
Table 4: The effect of trading volume from different investor types on trading friction anomaly 
returns controlling for other limits to arbitrage (Raw Effects), January 2011 to December 2021 
by following equation: Rj,t =  α + β1Volume IndicatorC,j,t−1 + β2Volume IndicatorM,j,t−1 +
β3Volume IndicatorF,j,t−1 +  β4Avg IVOLt−1 + β5Avg Illiquidityt−1 + εj,t.  
Statistical significance is assessed using robust standard t-tests. The ***, **, and * indicate 
statistical significance at the 1%, 5%, and 10% levels, respectively.  

 
 
Table 4 reveals individual investor effects: After controlling for traditional limits to arbitrage, 
individual investors continue to show asymmetric effects that confirm their role as an 
independent arbitrage constraint. For max portfolios, retail trading maintains negative effects 
that reduce anomaly returns. Volume turnover shows negative effects, demonstrating that retail 
trading reduces high-turnover returns beyond what can be explained by idiosyncratic risk or 
transaction costs. Ivol exhibits a moderately negative effect. However, for min portfolios, retail 
trading shows positive effects even after controls. Size shows a weakly positive effect. Price 
also shows positive effects. Volatility exhibits a weakly positive effect. These persistent 
asymmetric effects after controlling for traditional constraints confirm that retail trading 
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represents an independent source of limits to arbitrage, consistent with De Long et al. (1990)'s 
noise trader risk theory. 
Institutional investor effects: Institutional trading continues to show surprising patterns after 
controlling for traditional arbitrage constraints. For max portfolios, institutions maintain 
positive effects that amplify anomaly returns. Ivol shows a weakly positive effect. However, 
for min portfolios, institutions demonstrate strong negative effects that persist after controls. 
Size exhibits strongly negative effects, confirming that institutional trading reduces small-firm 
returns beyond effects attributable to idiosyncratic risk or transaction costs. Price also shows 
strongly negative effects, indicating that institutions reduce low-price anomaly returns. These 
persistent institutional effects after controlling for traditional constraints suggest that Thai 
institutions create their own form of limits to arbitrage, possibly through herding or momentum 
trading that amplifies certain inefficiencies while correcting others.  
Foreign investor effects: Foreign investors show limited significant effects after controlling for 
traditional arbitrage constraints. Size (Min portfolio) shows strongly positive effects, 
suggesting that foreign trading helps preserve the small-firm premium beyond other limits to 
arbitrage effects. Price (Min portfolio) also shows strongly positive effects. 
 
Table 5 The effect of trading volume from different investor types on trading friction anomaly 
returns controlling for other limits to arbitrage (Risk-Adjusted Effects), January 2011 to 
December 2021 by following equation: Rj,t =  α + β1Volume IndicatorC,j,t−1 +
β2Volume IndicatorM,j,t−1 + β3Volume IndicatorF,j,t−1 +  β4Avg IVOLt−1 +
β5Avg Illiquidityt−1 +  β6MKTt  +  β7SMBt  +  β8HMLt + εj,t.  
Statistical significance is assessed using robust standard t-tests. The ***, **, and * indicate 
statistical significance at the 1%, 5%, and 10% levels, respectively.  

 
 
Table 5 reveals individual investor effects: The risk-adjusted analysis with controls strengthens 
evidence that retail trading serves as an independent limit to arbitrage with pronounced 
asymmetric effects. For max portfolios, retail trading shows negative effects. Illiquidity shows 
moderately negative effects, indicating that retail trading reduces illiquidity premiums beyond 
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traditional constraints and risk factors. Volume turnover exhibits strongly negative effects, 
providing evidence that retail trading acts as a reverse limit to arbitrage, facilitating price 
discovery in high-turnover stocks. Ivol also shows strongly negative effects, confirming that 
retail trading substantially reduces high idiosyncratic volatility returns. However, for min 
portfolios, the positive effects persist and strengthen. Volatility shows positive effects, strongly 
confirming that retail trading creates noise trader risk that deters arbitrageurs from exploiting 
low-volatility anomalies.  
Institutional investor effects: After risk adjustment and controls, institutional trading continues 
to demonstrate effects that fundamentally challenge efficiency theories. For max portfolios, 
institutions maintain positive effects that amplify anomaly returns beyond traditional 
constraints. Illiquidity shows a weakly positive effect. Volume turnover demonstrates a 
moderately positive effect. Ivol exhibits strongly positive effects, confirming that institutional 
trading amplifies high idiosyncratic volatility returns. However, for min portfolios, volatility 
shows negative effects. These results confirm that Thai institutional investors do not uniformly 
enhance market efficiency but instead create their own form of limits to arbitrage that amplifies 
certain inefficiencies while potentially correcting others. This pattern directly contradicts 
Chordia et al. (2014)'s findings and suggests that institutional behavior in emerging markets 
differs from developed markets.  
Foreign investor effects: After risk adjustment and controlling for traditional constraints, 
foreign investors show more theoretically consistent patterns. Volume turnover (Max portfolio) 
demonstrates negative effects, indicating that foreign trading reduces high-turnover anomaly 
returns. Ivol (Max portfolio) shows strongly negative effects, confirming that foreign trading 
reduces high idiosyncratic volatility returns. However, volatility (Min portfolio) exhibits 
moderately positive effects, suggesting that foreign trading may create its own form of limits 
to arbitrage for low-volatility strategies. 
 
DISCUSSION & CONCLUSION 
The investigation of seven trading friction anomalies reveals selective persistence in the Thai 
stock market. Three anomalies generate statistically significant risk-adjusted returns: trading 
value, size, and price. In contrast, illiquidity, volume turnover, idiosyncratic volatility, and 
volatility anomalies fail to produce significant risk-adjusted returns. The results partially 
support H1, which predicted that trading friction anomalies would generate significant positive 
risk-adjusted returns. The selective of anomaly persistence suggests that the Thai market 
exhibits characteristics between fully efficient and inefficient states. 
 
Table 6 The summary of effects of each investor type across all trading volume indicators, 
January 2011 to December 2021. Positive effects (+) indicate that higher trading volume from 
the respective investor type amplifies trading friction anomaly returns, while negative effects 
(-) indicate that higher trading volume reduces trading friction anomaly returns. The *** 
indicates strongly significant effects, ** indicates moderately significant effects, and * 
indicates weakly significant effects. Empty cells indicate no significant relationships were 
found across any specifications for that investor type and portfolio combination. 

 
 
Table 6 reveals size anomaly (Min portfolio): Individual investors exhibit weakly positive 
effects, marginally amplifying small-firm anomaly returns. This finding supports for H2A and 
H3A, suggesting that retail trading creates barriers to arbitrage in small-capitalization stocks. 
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Institutional investors demonstrate strongly negative effects, providing empirical support for 
H2B and H3B by confirming that institutional trading reduces the small-firm effect and 
enhances market efficiency. Foreign investors display strongly positive effects, contradicting 
H2C and H3C by amplifying rather than reducing the size anomaly. 
Price anomaly (Min portfolio): Individual investors exhibit moderately positive effects, 
substantially amplifying low-price anomaly returns. This finding aligns with H2A within the 
context of low-friction portfolios, demonstrating that retail investors generate mispricing 
through their systematic preference patterns. The result also supports H3A by confirming that 
retail trading sustains price anomaly as an effective limit to arbitrage. Institutional investors 
demonstrate strongly negative effects, providing robust empirical support for H2B and H3B by 
eliminating mispricing in low-priced stocks. Foreign investors display strongly positive effects, 
contradicting H2C and H3C.  
Volatility anomaly (Min portfolio): Individual investors exhibit strongly positive effects, 
substantially amplifying low-volatility anomaly returns. This finding supports H2A within the 
context of low-volatility stocks, where retail investor avoidance creates systematic 
undervaluation. The result also supports H3A by demonstrating that retail trading patterns 
establish barriers to arbitrage within low-volatility market segments. Institutional investors 
demonstrate strongly negative effects, providing empirical support for H2B and H3B by 
reducing low-volatility anomaly profits through their trading activities. Foreign investors 
display moderately positive effects, contradicting H2C and H3C by amplifying rather than 
reducing volatility anomaly. This unexpected finding suggests that foreign investors may 
similarly exhibit avoidance behaviors toward low-volatility stocks.  
Illiquidity anomaly (Max portfolio): Individual investors exhibit moderately negative effects, 
indicating that retail trading activity reduces illiquidity premiums. This finding strongly 
contradicts H2A and H3A, as retail trading eliminates rather than amplifies illiquidity anomaly. 
Institutional investors display weakly positive effects, directly contradicting H2B and H3B, 
which predicted that institutional trading would reduce anomaly returns. This finding suggests 
that Thai institutional investors may accidentally amplify illiquidity-based mispricing through 
their trading behavior. 
Volume Turnover anomaly (Max portfolio): Individual investors exhibit strongly negative 
effects, indicating that retail trading activity substantially reduces high-turnover anomaly 
returns. This finding contradicts the predictions of H2A and H3A. Institutional investors 
display moderately positive effects, contradicting H2B and H3B, suggesting that institutional 
trading amplifies rather than corrects this particular mispricing. Foreign investors demonstrate 
moderately negative effects, providing empirical support for H2C and H3C by confirming that 
foreign investor trading enhances market efficiency and reduces anomaly returns. 
Idiosyncratic volatility (Max Portfolio): Individual investors exhibit strongly negative effects, 
reducing anomaly returns associated with high idiosyncratic volatility strategies. This finding 
contradicts the noise trader predictions of H2A and refutes H3A by indicating that retail 
investors facilitate the elimination rather than the sustenance of mispricing. Institutional 
investors demonstrate strongly positive effects, fundamentally contradicting H2B and H3B. 
This amplification effect suggests that Thai institutional investors engage in destabilizing 
trading behaviors that exacerbate rather than mitigate mispricing in high idiosyncratic volatility 
stocks. Foreign investors demonstrate strongly negative effects, providing empirical support 
for H2C and H3C by confirming that foreign investor trading enhances market efficiency and 
reduces anomaly returns as theoretically predicted. 
Thai retail investors behave differently from those in developed markets due to three key 
factors: A cultural preference for speculation over long-term investing, limited financial 
knowledge that leads to trend-following behavior, and attraction to high-risk stocks for their 
lottery-like payoffs. Unlike developed markets where retail trading consistently increases 
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market inefficiencies, Thai retail investors show a split effect - they create mispricing in some 
anomalies while accidentally helping correct prices in others. This happens because when Thai 
retail investors crowd into popular stocks, they create enough trading volume to make it easier 
and cheaper for professional investors to trade against them and correct any mispricing. 
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