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N.obs Mean Std.dev Max Med Min
Panel A : 24|
=7} 24,871 96,632 2,000,000 5,310 2
i 7} 24,855 96,577 2,013,100 5,316 3
AARAF 2,187 5,988 420,000 780 41
A A5 605,588 538,228 3,011,328 725,808,000 93,676 47
AATH ’ 3,959 16,926 1,582,890 511 0.1
A3 AAd5=F 180 360 73,897 117 1
WA 45101 3.2327 120.9300 3.6554 0.0000
AT E 0.5015 0.5643 40.0000 0.3407 0.0297
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A A5 345,001 522,094 2,167,001 239,600,000 105,700 48
A AT ’ 2,121 6,880 691,674 459 0.1
A3 Adg=F 186 375 45,318 128 1
s 4.9803 3.3381 120.0000 4.1150 0.0000
AP = 0.5070 0.5773 40.0000 0.3401 0.0297
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Z)2E = e, w4 SN 17e) AAE 149} 3709 ARG 7| ZHT) wea
sA%e AdDSE d2d J1=Hg
AAEe 457} 53 o) AA5Te] neS wRez el Aol AA| A4
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o =) 2 &2 91.14%01H, F7FsAAIe] vl A4 8(9056%)0] FEA o] v E A A&

AErgoR Ui g WESE Uehd Aotk AAErte] 99 Holn, AdEe B %oltk
A% T N.obs Mean Std.dev Max Med Min
Panel A : w4357}
A5 7} 44 165 44 270 17 1
14 s [elNe) y
4 A A& 605,588 91.28 13.50 100 97.55 0.07
A5 7} 43 100 11,973 17 1
0 5] = ) 378 »
TS ae PO gm 1315 100 96.89 0.10
A5 7} 49 257 55,036 21 1
Eay=1 © e !
+ A A& 345,001 91.38 12.88 100 97.50 0.02
Panel B : W|=37}
. A3 7} 48 108 12,152 17 1
;q o O y
a4 A A& 605,588 91.14 13.56 100 98.00 0.09
A5 7} 47 93 4713 18 1
o 5122 578 3
e A A& 260,587 90.56 13.85 100 97.36 0.11
A S
Epas! e i07]' 345,001 50 195 23,735 19 1
A A& 91.47 13.71 100 98.50 0.03
2 A
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g FRAWD o Edoltst RBFAN AOE NFFORA
2 % 1A 498 TR WARAN} ohd FEe] A4S

QYA T} ot 2 e 2 B Aolth shte) e Aneysl o 52 Astel
AA7E BEAEE FEE 2doltt auz A% dasks Aolth o] B4
AR e del 4olEo] (o Indext ol %E 2 Hvl, FAAT}

O Index’}h 9] 3E VA Hek & e Absae
FAY Aol JFol A= AL o5l wUF(EHE)T ol
o &9l o= hebd o 2M Indexst ¥ S b 5 Gk T FAA}

=
=
FENE)R & FolFo] SAA K2 42 A FE Uk AAEE of
=
=

19

A FE ALEEte] HIAR AR A2 thA] & H Feul] EHIOlEM =¢s7kE Bt
AAs BAs2A 8] wEol In S A

2 Hrdte A BEsUteA A9dstal

ojs} &2 THII}F ARE o] &oto] FEdl FFE F= AN L4ES TAT T
=39 S Edolr o Adn gl HeEe Aol A4 dFe vA=AE
A3 Cao et al.(1997) A=eeeh AR, A9 Adeds 543 dddd
AR ARE-SkaL ¢lom, Brennan and Subrahmanyam(199%)2 A @S 8.8 f54
89loz 1¥strh Domowitz et al(2001)2 W8 A7FEdS 54 BT
ARESIATE ST AlEe] SbF B AAGrket RATEA] e H el mAE
S 28] sl 71FAA B o=l EARALe] vju7E AR S-S A9l 37] wiel

W AT ol feA EAS el T80 S mE G AR sHES

58 FANEE ALt

E

Mkt Cost, , , = oy + 3, X Price, , + 8, X Spread, , + 33 X Volatility; , + 8, < TrdChnt, ,
+ 85 X Vol/ Ont, , + B X Mkt Cap; , + B; X Turn, , + B X Rate, ,

+ 8y % TrdRate, , , + B,y < Ratio VC;

71a+ﬂ11><HOga +€iﬁt,a

ist,a

1) o] A& ARstel F4 el HAAA GAp=ck
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o] 7] A,
Price @ BY &7l o+
Spread : &% 2xd=o] Hgk
Volatility : &5 a7kek A7k AbEd HeAd
TrdCnt : B AAAFe] AA=%k
Vol/Cnt @ 1 AAswFe] AARIgkel digh o512
MktCap @ F7F2 AFE3 A7FE o] Ad =g
Turn A s
Rate 1 gY FodE
TrdRate : 5787159 A4&
RatioVC : SAA#S] A7 A2k oin] A4 Ao 1 Adse] v&
Hoga ERAFT AES AL

A S S SAN T FERTS AR T 58S Price, Spread,
Volatility, TrdCnt, Vol/Cnt, MktCap, Turn, Rate®]™, A& H 4= TrdRate, RatioVC2}
Hoga°lt}. Prices 94 $7t=2 S4A&7} viulgt S5 7148 95 YephW, Spread=
Ao H9A e rte} H9A vjgeartE2 A& A ¥ 23 8 = (proportional spread) &
SR g gholth Volatility = &5 aL7kel A17ke] 2ol & F #he] Wit o g v grolth
TrdCnt= B9 AAAF] AAZ1gkelH, Vol/Cnt= Y AAFTES AAUTE U
AG AAgge] Adz gl ek dolrh MktCape E7HE A3 A7FE <] A4
2agkelth Tumne A 370, Rate> BY &S YEFATE TrdRate= Y
SAARTE EAFTEAA A& 37k oin] A2 vEo]H, RatioVCe 54
Azl A AAFE o] WA Aol A A e vjgoln, Hogaw 3 SAAF7T

SATEAA A& AP
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Z1FARA B o= QIE A AR SAAl R FiaE s 2AVRA| oF AA| A e}

7He] Y &S AR Edolde] AATEHS

HH02 oh= vjuizbA el A sHeE AAAE = = vl A

Eolv7t EAE v A2led AN s A%
B -

H
Erolr YAelA F 7H4 3te) e go

[m
=
o
o
S
=)

f
29
Ao

—

1
A3 BAstAe] geAel £t 7t DelsS Edolt 4nE WHEn EENSE
Z

[}
AT el A e Tt o,

Abs (B w7} — &7}
=

o .
Ratasbl Helew 245= Edolrd Avl Zwo|A slels)= §olo ol
AP0, 45 pd ATRSe Bate] Ad FAsl el e delais o] AT
Qa3 A6 glo|d Fastths B dl4stelel & Aoz AztEc
ey s i}
V. 238357} o3k

B ApEga 9 oRAEAE J)SHE sl Jaks RSy 1 Ane

AAS AL QT <E 3> 2011 195E 20134 627174 SA 2ol AT FAL

I 2l
etuful g 7| AR B S5 IEA A ] ] &S YERATE EE| ol AlzbE R

13) WlFEsh 2 wEss de et B A5 et duk

AEAT T8 3eaT TER 189+
5 11,221,868 1.0545 1.3652 0.6656 0.2745
| &2 10,703,278 1.0726 1.3860 0.6725 0.2763

14) 719 2 ASAERAES] R AAE 47149 97 B wize] Exlelds nale) 449
EE Q4717 0 Aol AA el vujolhn dkaht ol oiuE Ael fek o 4 AAsd
FA4 o] A AR,
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547371 19 199] A, BEES st 19 2900 B, CE5L vlvsigicka 3.

19 1919] AFHe 189 A5k e v, 190 1909 BES-L AT skt

% 291¢] B, CFH& BT RUFLL o83k o] v SR 4 5 F 1552
B 2-& T5%(=3/4x100)7F k.
9

<E 3> |20 tiet 7| =SAHZ

o] Fi= 1Y 19YE 20139 6870 Aol 4E 4L Alole /1 BFEAL 2L 95w
UL eI, BRSOl A U, FRUR F FB F RIFEL AFT $2 122

N.obs Mean std.dev Max 90% Q3 Med Q1

w4 102,355 31.96 35.84 100.00 96.88 60.00 15.79 0.00
W= 114,095 356.35 38.93 100.00 100.00 7273 16.67 0.00

Evolt o] AT} Fssh=AE B4F Aitolvy. SAARATE AET 27k AL

HAAEE A, FARE AARES ALsta o] FES AT T Adth kA,

Adge owad ge PAEAE AZL 5 7] el BANSE Fred
A AdA AA o5 ARE dae BAG A, 857} AF7F F7hee) whe)

Yz Yt 49 Edeltst AFES =

HARARAD ] ARG Felstel BAST MARANE Jrey
2jo] ol 72l a(Edold o] 43S fa) SR TS ol Hmw, Theh Bit
w7} gre] Apelo] mrk Mzkshl e,

0

15) 718} AehAl= AEAGA ik opy et Aol G o] slojX(d: =Rldw &) €M7t AT Ee
Fole AdA 9 £d8] 98] HY ¢ evn(ein)d B¢E B £33 93] FoE]
FHHA & erl(EiR)E A vRsdAda 3 fE o, B =R AT SAY
Edolrie] dddte] £&€ A5 AU 7] st SLATI S B¢RE v R AL

Aol s,
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<E 4> 22370t Bl olAls HE 24

o] ¥ ¥&E/) Y&l ]‘]E S A=A Aol Pricew SAARI} vt F&2] Frld
AL5E F3 gtoln, Spread= 3 A vzt A a2 P%?} A& 23 7 = (proportional
spread) @] @ Ekolth Volatilitys % 179} A 719 2po]l& F zhe] o= i gholth TrdCntE

ARG AAZagkelH, Vol/Cntes BY AATHS AAATE e A9 AZ5H9] AAZ 13k
o]t} MktCapd Z7t2 2H&38t A7bEde] 22 1zkolth, Turne 7iEH&§]%i ol Rate

ol e TrdRatei= B9 SAAE SAEEAA %D TAEE o) AQF) VL,
RatioVCE 98l S47042) 2 253 ool 03] Aol 09 A4S 042 9Jo]deh. Hogat: 3
S} SAFRAN ABE ARGl FHAFE FADL AN % Jit 443t 57} 0 el g e

Mkt Cost;, , = o;,+ B, X Price; .+ 3, X Spread; , + B3 X Volatility; ,+ 3, < TrdCnt;,
+ 35 % Vol/ Ont, ,+ B < Mkt Cap, , + B, % Turn,,+ Bs X Rate;,

+ B¢ X TrdRate; , ,+ 319X RatioVC;, ,+ B, X Hoga; ; .+ €.,
A H] A 17 e <} 718k A e Ak
Panel A @ "<
Al £k Al t5k Al &k
N.obs 11,221,868 5971,114 5,250,754
Price 1.3277 41.33 2.2150 47.98 0.1283 2.90
Spread 0.2906 248.84 0.3238 192.63 0.2534 158.64
Volatility 0.2515 170.75 0.2494 117.82 0.2545 113.98
TrdCnt 0.0060 13.31 0.0165 25.35 0.0056 9.01
Vol/Cnt 0.0019 1.92 0.0306 19.94 -0.0251 -19.74
MktCap 0.0032 8.16 0.0059 10.38 0.0050 -9.35
Turn 0.0001 134.03 0.0002 152.39 -0.0000 -8.09
Rate 0.0000 26.16 0.0000 18.48 -0.0000 14.95
TrdRate -0.0018 -141.32 -0.0003 -17.52 -0.0037 -20621
RatioVC -0.0000 -76.13 -0.0000 -65.32 -0.0000 -40.07
Hoga -0.0435 -201.71 -0.0535 -184.56 -0.0366 -114.62
Adj R-sq 0.3380 0.3487 0.3259
Panel B : W=
Al &k A< tak Al tgk

N.obs 10,703,278 9,666,286 1,036,992
Price -0.3693 -11.02 -0.0634 -1.79 -3.9402 -36.53
Spread 0.2952 242.28 0.3004 230.76 0.2682 75.06
Volatility 0.2598 165.23 0.2591 157.59 0.2610 51.35
TrdCnt 0.0151 32.00 0.0053 10.84 0.1055 63.25
Vol/Cnt -0.0079 -7.62 -0.0067 -6.07 -0.0148 -4.66
MktCap -0.0105 -25.62 -0.0002 -0.50 -0.0962 -65.92
Turn 0.0001 170.39 0.0002 173.92 0.0001 20.53
Rate -0.0002 -216.12 -0.0002 -185.29 -0.0004 111.42
TrdRate -0.0015 119.06 -0.0017 -129.68 -0.0000 -0.45
RatioVC -0.0000 -19.29 -0.0000 -19.83 -0.0000 -4.01
Hoga -0.0483 -217.00 -0.0508 -204.68 -0.0464 -45.34

Adj R-sq 0.3534 0.3480 0.3697
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FAAe] FRow EHdRE, A

o= Aol wheh AET 497} O EATT Lo A1 HEAR B oFAFAR)

n

ARRG s SE EAVL AR A PR} Edolt o] PR o) 3G
A28 Falo] setels] olth M B ATE RRAR U g RAFAA ] 9
FRo /%8 /Mg ARE wgoz wAnANAs /g Adam ez
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Q1 ASE wrh 943 PR Avng,
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o
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N
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N
N
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o
nj

<GE 4>o] A A fEveaTbe] 2] g nAE dFE Bk dA
FEo EA AT m=d #3319 (Hoga) ol A5 ghol -0.0436% &3] F7he=
e AR FoAsHA HaAUH. SAPARE ol&sto] vARANAE
TEdeEM Efolre] £E37HE t dAsH AR FE3ge] Al grol -0063HE
AA SlErelE e s g A FEsle S wE e 2 ¥ A vepds
e A o U

A B Agiesrke] 2] &l MA= dFe AT Aot Ed 8l
Al ghol -0 ez mipe] -9} i A = £ d et A7t STl whet deeo]
SARCE frofet dade & 4 vk MARAGAE Eelso] vy L3l
Algegkol -0.0508= wrebut, AA| Ee] F-Hu F2E vt 2A YEues Ae

2 2 olrh e ulee) 00657 Mh=e] B-(00508)m T B8RS ks Wl g
el WAk B el et glek Jlek Adael A9 28R5s Aegol v
3 $ % 29 PAE mgoL, 1 Aok ugRANAR o ksl ek
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&
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20| o|xl= g FAANE 4

HI

<E 5> 2g357t7t 12
o] i B¥I/WL FE gl A= TS FAAER FFA A Arolt) Prices EARAFIE vl
TE F7tell 945 FHF Foln, Spreadv FF 4 miEETte} 9 wiFErtE S A ~xyE
(proportional spread)?] ©<=H i zkolt} Volatility= &5 a7kl #A7Fe] zo]= F ghe] Hit o= Ui gholth
TrdCnte 99 2459 AAd2agolH, Vol/Cnte Y AAFHS AZAFE Ve 19 A28
AAZgkel] vigk 4otk MktCape 7t AFES Al7FE 9 AAZagkolth Turne Al #3] d&olH,
Rate> TU5 &S YERATE TrdRate® Y S5HAAF QT HAA AES o714 div] Ad5F
H]-§-S, RatioVCE B SAARY 1% Ad5 o] A Axte) A3 Ad5ae] &S 9fu|dit}. Hoga=
T 5RZAHT ERAZEAA AT Aol EEMFE FAA ol Fd b4 F 2

1g&2 SAY Edolre] Aijolrh

3

Mkt Cost;, , = a;,+ X Price; ,+ 35 X Spread, ,+ 33X Volatility, ,+ 8, X TrdCOnt,,
+ B5 X% Vol/ Ont,,+ B < Mkt Cap, , + B; < Turn,,+ Bs < Rate,,
+ By X TrdRate; ; ,+ B1g X Ratio VG o+ By X Hoga, 1, + €414

H] 74 1.7 2 2} 71Ek A=}
A =9 7] 2=
Panel A : v
A tak A tak Al t7k Al tak
N.obs 3,971,813 1,999,301 3,520,171 1,793,583
Price 1.2223 20.00  2.0106 2532  0.2081 358 -1.7751 -23.19
Spread 03365 150.81 0298 11042 02859  140.16  0.2140 81.09
Volatility 0.2294 91.14 02776 7139 0.2369 83.88  0.2669 67.23
TrdCnt 0.0189 2393  0.0144 12.37  0.0039 509  0.0141 12.63
Vol/Cnt 0.0224 13.96 0.0223 6.05 -0.0210 -1557 -0.0428 -14.44
MktCap 0.0035 527  0.0219 2068  0.0079 1233 -0.0275  -27.08
Turn 0.0002  101.49  0.0001 71.07 -0.0000 -15.05 -0.0000 -19.80
Rate 0.0000 1172  -0.0000  -10.24  0.0000 73.38  —0.0000 -6.73
TrdRate 0.0003 1029 -0.0004 -1259 -0.0068 -234.00 -0.0011 -37.57
RatioVC -0.0000 -2598 -0.0000 -69.23 -0.0000 -23.76 -0.0000 -36.45
Hoga -0.0391 -109.30 -0.0534 -69.89 -0.0487 -168.51 -0.0377 -59.23
Adj R-sq 0.3892 0.2981 0.3015 0.3447
Panel B : &=
A tak A tak Al t7k Al tzk
N.obs 6,689,949 2,976,337 379,397 657,595
Price 0.3590 751 -14314 -2370  0.1979 107 -51178 -36.71
Spread 03034 17086 02859 14047  0.2608 3497  0.2681 63.50
Volatility 0.2524  129.25  0.2700 89.00  0.2552 3181  0.2686 41.15
TrdCnt -0.0184  -30.87  0.0435 4989  0.0379 1471  0.1443 67.47
Vol/Cnt -0.0098 =784 -0.0049 -2.18 0.0031 1.02  -0.0494 -6.45
MktCap 0.0140 2775 -0.0206 -2577 -0.0325 -1460 -0.0815 -41.39
Turn 0.0002 15854  0.0001 69.84  0.0001 1055  0.0000 5.61
Rate -0.0001  -4354 -0.0005 -23840  0.0001 13.86  -0.0007 -141.07
TrdRate -0.0024 -12055 -0.0007 -30.75 -0.0001 -0.65  0.0006 10.99
RatioVC -0.0000 -5.17 -0.0000 -29.17 -0.0000 -2.41 -0.0000 -10.96
Hoga -0.0494 -152.08 -0.1169 -105.29 -0.0395 -27.10 -0.0521 -74.34
Adj R-sq 0.3119 0.3926 0.3168 0.3772
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kl

<E 6> 2g37t7t Zel o ojxl= P& : Fama-Macbeth

T
o —

%S Fama-Macbeth W &S o] &38le] £43F As}o|t}. Price:
3k gk 7}el &

o] v w¥IIPF HEge HAE o

EAAFA} wjuf st F&50] Frto] 45 FH3 gholH, Spread AT H9A wl=sotet H9-A UH-.—&7}E
2bEs A3 2 X ) = (proportional spread «] e it gholt) Volatility = 4% a7kl A7ke] 2ol & F %;b]
H o R e gelvh TrdCnte B9 AZAATF AAZ2gkelH, Vol/Cnte B AAFFS * ]7374
Wie A9 AAFFe] AR gkl disk @r’F 1Tt MktCape E712 &3k A7} 9] }OEEJﬂO]E}
Turmne A #3] &0, Rate> FLFTIES YEFALE TrdRatew Y S4AR}7 SEATHAA A=
Z7kr% b AZFHE H]&E RatioVCe 99 SAARY A3 AZds% du A4 Azxe A7
ANAGFe] H&S onldith, Hogav® B9 SRAF7 EAZHANA A& BLartiFoeltt. EE5WFe
F2p 27y wilg Gt 7ha 9 o 7 A gR S Edolye Aol

Mkt Cost;, , = o, + B, X Price; ,+ 3, X Spread, ; + 83X Volatility,; ,+ B, < TrdCnt,,

+ By X Vol/ Cnt,; ,+ By < Mkt Cap; ,+ B, % Turn,,+ By < Rate,,

ita

+ By X TrdRate; ; ,+ B1g X Ratio VG ,+ By X Hoga; o+ €514
A v E At 71ek A=t
Panel A : #j5
hik A tgk Al tgk AT tak

N.obs 600

Price 1.4168 10.56 1.4165 9.68 0.3149 2.67
Spread 4.3633 22.59 3.1772 20.98 2.8182 21.05
Volatility 29.4669 33.76 21.2452 33.29 18.3719 32.98
TrdCnt -0.6045 -4.73 -0.1985 -1.85 -0.3513 -3.50
Vol/Cnt -0.0121 -0.16 0.3043 4.87 -0.3877 -6.13
MktCap 0.3971 218 0.4342 3.57 -0.0752 -0.72
Turn 3.1627 15.51 3.0529 16.37 0.4934 4.38
Rate 0.7966 2.24 1.3295 5.16 0.5382 2.13
TrdRate -3.0254 -16.84 -0.3639 -2.89 -4.0935 -25.52
RatioVC -1.7280 -15.20 -1.4436 -12.96 -0.7925 -11.94
Hoga -3.3281 -20.68 -4.0410 -22.58 -2.1601 -15.98

Panel B : "=
g A tk A4 tk A tk

N.obs 600

Price -0.0846 -0.67 0.2679 2.05 -2.5008 -23.13
Spread 4.9288 26.04 47758 26.44 1.4074 21.37
Volatility 29.2113 33.52 27.3928 33.47 9.6725 33.28
TrdCnt -0.0557 -0.47 -0.2955 -2.53 0.8175 15.78
Vol/Cnt -0.0528 -0.75 -0.0015 -0.02 -0.1761 -5.64
MktCap -0.2498 -1.91 0.0928 0.73 -0.8660 -15.90
Turn 3.8215 15.89 3.8768 16.32 0.4788 6.16
Rate -3.8380 -10.67 -3.0901 -9.25 -2.4490 -15.63
TrdRate -2.2955 -12.76 -2.5301 -13.46 0.0412 1.17
RatioVC -0.7070 -8.42 -0.7245 -8.71 -0.2249 -5.34

Hoga -3.8977 -19.31 -4.2509 -18.25 -1.1656 -19.72




2ot AlEe] FH #3 A 6l

| wp2w, SREAGe] Fe we Edelts] BUSFATE 00, 915l
we ol BHAFASE 0063 YE AR FEE WL
3815e] F7ks) WP ge] WA H Bee ¢ 4 Atk MEsE Yaom
@ 99 Be] $AFsHE mAe] AFATARS Ao FBAFAFI 01160, 71 HERA

7 2 Aol FATARY o] B35} 72 ol
FAFAAE T AFAANA] FSunt
g o 43l nelFa duk ol SFAFAA 24l

=
Edelre] Aapgrte el jlof, Aelg Fas 7|aFAA ARy ¥ FeAds

b

rO
go

H

ot

2

o,
=

o K

oX,
=
o

b

H
AADE BiEste] BAF Avtolth Ad AL IS By B4R
&

BoFa glh HA 2S5 o , w3319 (Hoga) A7t -3.3281 1M,

&
il

2 19 Fro15 2o AAshgiet. Edolei 7}
BHe FAAE ARANAG Tk AR FRF] A
Aol e, BUAS AFE 404109 G2

. AT oMo
B et
fEk
_X“(_I —_
_|-[0 ﬂllﬂl OIN
223
ol
Fog
N [
o
Tty
2o
3 Y
oX Sk
o rr
N N
A
= i

=
=
¥
of
tlo
in
§2
£
4
i)
_0|L
a2
fols
N
Wl
Y
i
et
4
Jpt
i)
ALk
o
o
o
B
>,
o
N
2
lo
o,
o
il
Hh
e

A7k -38977% yElgton rpse] S dEEs AaAitE THEE 1%
ool A A A sk Bl B A A}
e Al FR(-3897N R B A aAd S 2Rl

i

G =
Ar)

=
2

>
i)

T
==

M

e d
ot

ol
b

-
)
©

5

it

¥ 22 Barclay and Warner(1993), Chakravarty(2001), 28 <] 221(2003), ©]-273(2008)1 4]

16) Fama-Macheth W& Add AR oz do W9 A5 g AALR Fitsle] W4 5
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Panel A @ BB A=A
HE A t7k A t&k A t7k
N.obs 600
Price 1.7412 12.36 1.3389 8.68 0.2933 211
Spread 2.1223 21.64 2.0649 20.53 1.3346 20.66
Volatility 10.3735 33.06 15.3710 33.37 10.4104 32.86
TrdCnt 0.2332 3.53 -0.2916 -3.59 -0.3667 -5.83
Vol/Cnt 0.2549 6.73 0.2441 494 -0.0534 -1.56
MktCap 0.0665 0.86 0.3783 412 0.2897 4.70
Turn 1.8269 15.90 2.2437 15.94 1.2407 11.96
Rate -0.5707 -4.27 0.8510 4.46 1.8641 12.59
TrdRate 0.1423 3.18 -0.0540 -0.66 -0.4161 -4.43
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Price 0.9243 852 0.0964 0.82 -0.5262 -3.49
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RatioVC -0.7738 -13.91 -0.1453 -2.65 0.2961 6.41

Hoga -0.6354 -10.78 -1.6223 -15.67 -0.6515 -11.34
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An Empirical Study on the Effect
of Order—-Splitting : A Perspective
from Brokerage Traders

Min-Cheol Woo™ + Jee-Hyun Kim™*

abstract

This study investigates the incentives for strategic order—splitting behavior from the perspective
of brokerage traders, while previous studies analyze the order-splitting behavior from the viewpoint
of informed traders. In general, informed investors have been known to prefer medium-sized trades,
caused by spreading of their orders. Kyle (1985) theoretically demonstrates that informed traders
conceal the information through the sequence of trades and Barclay and Warner (1993) empirically
argue that they are tend to concentrate in the medium-sized trades, showing that most of the
price changes are attributable to medium-sized trades. The reason for spreading trades, however,
does not reach consensus in academia. The purpose of the present paper is to test whether there
also exists incentives for brokerage traders, who are the main agents of order executions in a
financial system, to split the orders under their own decision.

Our main findings are as follows: first, order-splitting behavior can, apart from the camouflage
of information, arise in an attempt to heighten their performance by reducing the managerial risk
through decreasing the gap between the executed price in the market and the demanded price
from the clients; second, brokerage traders submit splitted orders not only in the medium-sized
category but also in the large-sized category; third, order—-splitting can be adopted as a valuable
trading strategy for traders at brokerage firms, reducing the managerial cost.

Keywords : Order-Splitting, Brokerage’s Traders, Uninformed Traders, Managerial Risk, Gap Risk

x Korea Exchange, Korea
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