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Abstract 

Using the copula function, we obtain the time-varying impact of order flows on 

returns in foreign exchange markets and examine whether that impact is affected by 

market conditions such as numbers of informed and liquidity traders. Our result 

indicates that the impact of order flow increases with more informed trading and, 

conversely, decreases with more liquidity trading. We also find that the effect of 

informed trading on that impact is larger than that of liquidity trading. 
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