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	Normality, no serial correlation, and stationarity have frequently been assumed in the analysis of asset behavior. Daily and intradaily observed returns usually violate these assumptions. Intradaily cyclical patterns in return volatility and trading activity may be related to the information flow or the microstructure of the asset markets. This dissertation contends that trading activity can be interpreted as an indicator of the information arrival process and hence can at least explain in part nonnormality, serial correlation and nonstationarity. Part I surveys previous research on asset behavior and its relation to information arrivals; Part II describes the constructed dataset; Part III investigates the stock market; Part IV analyzes the options market; Part V concludes the study. Tick-by-tick stock options transactions data from the CBOE files and stock data from the Francis Emory Fitch files are converted into intradaily 15, 30, and 60 minute time series. Patterns in intradaily trading activity and return behavior of 15 stocks and their stock options are examined with respect to mean and variance patterns in returns, trading activity, and the probability nontrading. The question whether similar intradaily patterns arise in both underlying and derivative markets is addressed. Clark's (1973) mixing model provides the theoretical framework. The return process is subordinate to a mixing variable--the flow of information arrival to the market--which affects the temporal patterns and moments of trading activity and returns. Intradaily patterns in the return variance, the moments of trading activity measures, and the probability of (non)trading are derived and related to information arrivals. It is demonstrated that trading activity as a mixing proxy reduces the deviation from normality and stationarity. Evidence for the mixing model in an intradaily setting is provided by bringing conditional return distributions within the range of a normal parent. A serially correlated information arrival process is built into a GARCH model of the return process. It is shown that trading activity can significantly reduce or eliminate GARCH effects. 
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