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Overview [1]
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Overview [2]
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Overview [3]

“Focused on Trading business”
“Continuous trading only”
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Recent changes: trade size & frequency

 Number of trades increased and trade size decreased.
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Recent changes: trading costs

* Quoted spread decreased and binding probability increased.
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* Binding probability is the percentage of quoted spreads
that is equal to one tick.
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Recent changes: tick sizes (1)

» Tick sizes act as a binding constraint of spread especially for high
priced stocks.

Binding probability

Tick size structure L1
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Recent changes: tick sizes (2)

* In the derivatives market, binding probability approaches 100%o.
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* Time to maturity is 8 days.
* ATM (0.95<moneyness<1.05) options only.
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Recent changes: HFT (1)

» Traders who submit 1000+ orders daily emerged in the stock market.
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HFT (2)

0p)
)
@)
-
(V]
L
&)
o
-
QO
O
)
nd

» Traders’ order frequency is low but increasing.

KOSPI: Trading volume

KOSPI: Number of orders
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Futures: Trader type
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Recent changes: HFT (4)

» High frequency traders account for a significant portion of orders and
trading volume in the futures markets.

Futures: Number of orders Futures: Trading volume
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Options: Trader type
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Recent changes: HFT (6)

 The majority of orders comes from high frequency traders.

Options: Number of orders Options: Trading volume
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Recent changes: turnover

* Institutional investors and foreign investors’ turnover increased.

Market cap. by trader type Trading value by trader type
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Future trends [1]

Investors
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Ample Low
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Future trends [2]

Sophisticated traders Direct market access Alternative trading system
Smart order routing
High frequency trading Dark pools
Algorithm trading Low latency data feed

Fee structure (rebate)
Innovative order types
Tick size reduction

Trading cost analysis

Co-location
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Future trends [3]
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Future trends [4]

GDP (GDP Growth(s year avg.)) Market size
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Challenges [1]

Market opacity
Market fragmentation Market stability

v Best execution rules

v Real time risk management

v'Market transparency

v Consolidated market data

v"Harmonized market
stabilization devices

Efficient monitoring
Market fairness

Transaction TAX
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Challenges [2]

Marginalization Market macrostructure

v Positioning strategy
v Growth strategy
Capability v"Market macrostructure Tiered market
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