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Abstract This study examined the effect of the investor trading weight(TW) on total volatility for stocks
listed on the Korean stock market by market, investor type, trading type, and period. The total TW is
decomposed according to the trading type and divided into inter-investor TW and intra-investor TW. As
a result of the analysis, the inter-investor TWs of individuals, institutions, and foreigners, which cause
changes in the holding weights, have statistically significant adverse effects on the total volatility,
respectively. On the other hand, in the KOSPI, the intra-investor TW of individuals has a statistically
significant positive effect on the total volatility, but the intra-investor TWs of institutions and foreigners
have significant adverse effects on the total volatility. In the KOSDAQ, individuals and institutions
showed similar results to KOSPI, but foreigners showed different results by period. This study is the first
paper to present the investor effect of TW on total volatility by decomposing the investor transactions

into inter-investor transactions and intra-investor transactions by trading types.
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where, TV denotes total volatility, TW denotes
trading weight, i denotes stock, j denotes trader

type (ind, ins, for), m denotes month.
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Table 1. Basic Statistics

Variable N Mean SD Min Max
KOSPI
ME 168644 1.37  9.08 0.00027 492.51
ind 168644 0.76 0.23 0.00112 1
Total ins 168644 0.11 0.13 0 0.98
for 168644  0.10  0.12 0 0.97
ind 168644 0.07 0.06 0 0.50
Inter ins 168644 0.05 0.05 0 0.49
for 168644 0.04 0.04 0 0.48
ind 168644  0.69  0.26 0 1
Intra ins 168644  0.06  0.09 0 0.97
for 168644 0.06 0.09 0 0.96
TV 168644 2.87 1.79 0.11112 16.74
KOSDAQ
ME 262873 0.14 0.43 0.00040 44.16
ind 262873 0.90 0.12 0.00304 1
Total ins 262873 0.04  0.07 0 0.96
for 262873 0.05 0.07 0 0.96
ind 262873 0.04 0.04 0 0.50
Inter ins 262873 0.02 0.04 0 0.50
for 262873 0.02  0.03 0 0.50
ind 262873 0.85 0.15 0.00169 1
Intra ins 262873 0.01 0.04 0 0.95
for 262873 0.03 0.05 0 0.94
TV 262873 3.52 2.01 0.00001 50.23
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A vlE B W A 859 A A1
739 FAA 7 AN vl FAL W AN vlEe
A= KOSPIY] A9 -0.68, KOSDAQS] &% -0.85
Q19| viall, 7]8e] A4 «=AdHE 47} 0.52, 0.53, &=
Qlo] A< 0.52, 0.59% YEhyth 7|83t 9=Rle] A

= FAR W Aot FAA 7 Ao Wako] 22w
Fog dolydtt. BER H|F9 WslE VML FAA
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Table 2. Correlation

Total Inter
ME ind ins for ind ins
KOSPI
ME 1 -0.24 0.18 0.27 0.03 0.05
ind -0.24 1 -087 -0.82 -0.53 -0.67
Total ins 0.18 -0.87 1 0.51 0.53 0.79
for 0.27 -0.82 0.51 1 0.27 0.32
ind 0.03 -0.53 0.53 0.27 1 0.72
Inter ins 0.05 -0.67 0.79 0.32 0.72 1
for 0.11 -0.67 0.47 0.74 0.45 0.42
ind -0.22 0.98 -0.87 -0.77 -0.68 -0.73
Intra ins 022 -0.83 0.93 0.52 0.33 0.52
for 0.29 -0.76 0.45 0.96 0.15 0.23
TV -0.06 031 -0.28 -0.25 -0.35 -0.30
Inter Intra
for ind ins for v
ME 0.11 -0.22 0.22 0.29 -0.06
ind -0.67 098 -0.83 -0.76 0.31
Total ins 0.47  -0.87 0.93 0.45 -0.28
for 0.74 -0.77 0.52 0.96  -0.25
ind 0.45 -0.68 0.33 0.15  -0.35
Inter ins 0.42 -0.73 0.52 0.23  -0.30
for 1 -0.68 0.41 0.52 -0.29
ind -0.68 1 -079 -0.69 0.35
Intra ins 0.41 -0.79 1 0.49 -0.21
for 0.52 -0.69 0.49 1 -0.19
TV -0.29 035 -0.21 -0.19 1
KOSDAQ
ME 1 -0.31 0.21 0.31 0.12 0.12
ind -0.31 1 -0.80 -0.71 -0.73 -0.69
Total ins 0.21  -0.80 1 0.25 0.67 0.87
for 031 -0.71 0.25 1 0.36 0.18
ind 0.12  -0.73 0.67 0.36 1 0.78
Inter ins 0.12  -0.69 0.87 0.18 0.78 1
for 0.21 -0.64 0.26 0.82 0.47 0.23
ind -0.27 098 -0.81 -0.65 -0.85 -0.75
Intra ins 0.25 -0.72 0.88 0.26 0.40 0.53
for 032 -0.65 0.21 0.94 0.24 0.12
TV -0.04 0.30 -0.24  -0.21 -0.35 -0.26
Inter Intra
for ind ins for v
ME 0.21 -0.27 0.25 032 -0.04
ind -0.64 098 -0.72 -0.65 0.30
Total ins 0.26  -0.81 0.88 0.21 -0.24
for 0.82 -0.65 0.26 094 -0.21
ind 0.47 -0.85 0.40 0.24 -0.35
Inter ins 0.23  -0.75 0.53 0.12  -0.26
for 1 -0.62 0.23 0.59  -0.29
ind -0.62 1 -0.66 -0.57 0.33
Intra ins 0.23  -0.66 1 0.24 -0.16
for 0.59  -0.57 0.24 1 -0.13
TV -0.29 0.33 -0.16  -0.13 1
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Table 3. FM Regression for Total Volatility(m) Using
Trader’s Total/Inter/Intra Trading Weight(m-1)

I 209 S

SHA| =
olE St Eq. (99 3HAE B3 A

KOSPI

KOSDAQ

ind(m-1) ins(m-1) for(m-1) ind(m-1) ins(m-1) for(m-1)

Panel A: Total Trading Weight(TW)

TV(m-1) 0.49**  0.49™**

(53.59) (52.06)
W 0.90"* -1.58**
(m-1) (13.05) (-15.99)
_cons 0.77%%  1.64™*

(21.08) (21.80)
N 168644 168644

adj. Rz 0.2956 0.2965

0.52"**
(59.88)
1.03%
(-7.66)
1.48%
(23.59)
168644
0.2854

Panel B: Inter Trading Weight

TV(m-1) 0.48™*  0.49***
-

(4934 (51.12)
w406 416

(m-1)  (-19.86) (-18.37)
_cons 1.78%*  1.69***

(24.30)  (22.96)
N 168644 168644
adj. R? 0.2969 0.2981

0.51%*

(55.77)
-3.19%*
(-12.55)
1,53

(24.02)

168644
0.2864

Panel C: Intra Trading Weight

TV(m-1) 0.47"*  0.49*
m-

(43.43) (45.28)
W 13700 23 44w

(m-1)  (16.72) (-14.60)
_cons 0.77%%%  1.94**

9.55)  (18.06)
N 262873 262873
adj. R? 0.2583 0.2524

0.50%**
(48.47)
-2.20%
(-1.99)
1.83%*
(17.63)
262873
0.2483

0.48%*
(44.89)
1.67%
(14.86)
0.41%
(5.02)
262873
0.2564

0.46%

(40.32)
—474***
(-16.63)
2.18%*

(20.34)

262873

0.2592

0.48**
(51.74)
0.87"*
(15.30)
0.88™**
(23.46)
168644
0.2987

0.48%*
(43.53)
-2.87%
(-18.42)
2.04%
(18.86)
262873
0.2587

0.47%
(42.84)
(-18.56)
2.07%*
(19.46)
262873
0.2603

0.51%**
(55.48)
(-13.36)
1.53"*
(21.82)
168644
0.2899

0.50%**
(48.75)
133
(-3.29
1.8G™*
(17.57)
262873
0.2491

0.507*
(48.45)
-2.73%
(-5.27)
1.90%**
(18.12)
262873
0.2490

0.52%*

(61.16)
-1.09™
(-6.11)

1.43™*

(23.71)

168644
0.2831

FM denotes Fama and MacBeth(1973).

Dependent variable: TV(m)

Independent variable: TV(m-1), Total/Inter/Intra TW(m-1)
Newey and West (1987) t-statistics, adjusted using six lags
t statistics in parentheses, * p<0.1, ** p<0.05, ** p<0.01
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Table 4. FM Regression for 5 Portfolios Sorted by
Total Volatility(m-1) Using Trader’s Inter
Trading Weight

Table 5. FM Regression for 5 Portfolios Sorted by
Total Volatility(m-1) Using Trader’s Intra
Trading Weight

KOSPI KOSDAQ KOSPI KOSDAQ
R ind ins for ind ins for R ind ins for ind ins for
mD) (@D @1 D) ) (@D (m-1) M1 1) @1 @) (@D
1.0.69"* 0.73*** 0.76"™* 081" 081" 095" 1076 0.78"* 0.78* 0.84** 0.91™* 0,95

2 0.62 0.63"™ 0.68™ 0.54* 055"  0.56™* 20.66™ 0.68"* 0.68* 055" 057"  0.58"
3050 0594 0,625 052 (.53 (.54 3.0.59™% 0.62** 0.63** 0.52%* 0.54™* 0,55
4045 0.45% 047 045" 0.46™*  0.48" 40437 0.47%  0.50"* 0.45*  0.47™%  0.49%

TV 5 0.43%% 043" 045" 042" 042" 043" TV 50437 045" 046 042 0.42%F 043"
(m-1) 1(19.19) (19.85) (21.46) (21.18) (22.35)  (19.53) (m-1) 1(19.07 (21.18) (1.97) (20.07) (19.92)  (19.95)
2.(15.62) (1555 (1615 (15.92) (16260) (16.59) 2(16.45) (16.03) (16.11) (16200 (17.179)  (16.46)

3 (14.25 (14.89) (1459) (12.49) (12.65) (13.24) 3 (14.47) (14.87) (15.14) (12.68) (12.94)  (13.44)

4 (14500 (14.36) (1552) (1659 (16.91)  (17.50) 4(13.57) (1477 (1634) (1666) (17.67)  (18.13)
5(2247) (23.53) (23.25) (21.09) (21.23)  (21.20) 50267 (24.22) (2443) (2135 (21.63) (22.45)
1-2.65% -2.62%%* -2.00%** -3.63™* -4.02°** -2.53*** 1068 ~1.17* -0.70"* 1.16** -2.55**  -56]
23710 -3.79™% 2. 03m 4 3% -4 gGH -4 17 2 0.775% LA S101M% 1.25% -3.48%% 477w
34,63 474" -3.03%% 5 140 618 -4 4]%* 30,944 1,929 ~1.66*F 141 4374 -2.65%
451400 -5 44mr 4 74w 5 30 7 [ 4 5 3 4107 244" 243+ 158"+ 506" 618

TW  5-6.05%* -7.41"% -6.36"* -4.12% -10.54** -3.17*" TW 5 142 568" -6.66™ 135%* -11.08* -2.85
(m-1) 1(-10.70) (-11.13) (-7.78) (-13.03) (-13.23) (-4.72) m-) 1079 (927 (3300 (12.97) (-1081) (-1.49)
2(-16.16) (-15.07) (-10.09) (-15.27) (-17.80) (-7.37) 2(13.78) (-11.98) (-6.99) (16.65) (-12.30) (-2.26)
3(-17.74) (-16.48) (-12.13) (-12.13) (-12.549) (-6.71) 3 (14.78) (-12.21) (-6.42) (12.33) (-10.51) (-2.33)
4(-18.75) (-15.62) (-11.56) (-13.87) (-13.49)  (-3.09) 4(13.50) (-10.10) (-3.72) (12.60) (-8.27)  (-1.50)
5(-14.01) (-14.84) (-8.49) (-6.58) (-7.75)  (-2.03) 5(15.68) (-6.12) (-2.51) (6.48) (-5.100 (-0.63)

1 1.35%  1.24%  1.09™*  1.50™%  1.43%* 113" 1.0.60%  1.07** 1.02%* 0.30™* 1.20%%  1.10%*

2 1.48™*  1.42% 1.21% 2,05 1.95™*  1.87"* 2 0.62%% 1,190 1.15%0 (75% 1.82% 1 80

3 1.65™* 156™* 139" 224 214" 2,05 3.0.68*** 1.40%  1.30™* 0.78** 2.03**  1.96"*
4211m 2.01% 1.85% 217" 2,00  1.99" 4 106" 1.86"* 1.69%* 0.50% 1.08™* .87+
cons > 07T 200mT Lo1MT 2437 243 2.3 5.0.68%F 187 178" 107 234 2210
- 1 (114 (1050 (11.01) ©.75 (36  (7.10) <1 @839 093 (1074 (.07 (739 (7.03)
2 (14400 (13.02) (1241 (1249 (11.33)  (10.79) 2 (6700 (11.58) (1177 (5.12) (1090  (9.86)

3 (12.37) (12.08) (10.99) (9.000 (858  (8.50) 3 (655 (1038) (10.44) (3.65) (8.14) (7.99)

4 (13.81) (13.05) (13.13) (16.96) (16.24)  (15.26) 4 9.17) (1229 (12.31) (3.17) (15.53) (14.48)

5 19.1) (19.00) (17.31) (15.38) (15.76) (14.62) 5 (605 (17.28) (16.17) (489 (1536)  (14.06)
133620 33620 33620 52466 52466 52466 133620 33620 33620 52466 52466 52466

2 33795 33795 33795 52627 52627 52627 233795 33795 33795 52627 52627 52627

N 333774 33774 33774 52635 52635 52035 N 333774 33774 33774 52635 52635 52635
433795 33795 33795 52627 52627 52627 433795 33795 33795 52627 52627 52627

5 33660 33660 33660 52518 52518 52518 533660 33660 33660 52518 52518 52518
100808 0.0804 0.0640 01193 01199  0.1017 10.0864 0.0685 00610 0.1206 0.1057  0.0990

i 200473 0.0488 00290 0.0306 00311 00188 200511 00342 0.0228 0.0306 0.0202 0.0140
R 300492 00537 00309 00298 0.0308 0.0189 aﬁi’ 300563 00377 00235 00294 00208 0.0148
400523 00542 00348 00261 00289 00198 400555 00415 00274 00272 00228 00183
501677 0.1688 0.1600 0.0986 0.1011  0.0978 501679 0.1626 0.1564 0.0987 0.0980  0.0977

FM denotes Fama

Dependent variable: TV(m)

and MacBeth(1973).

Independent variable: TV(m-1), Inter TW(m-1)

Rank(R) of TV(m-1): 1(Low), 2, 3, 4, 5(High)

Newey and West (1987) t-statistics, adjusted using six lags
t statistics in parentheses, * p<0.1, ** p<0.05, ** p<0.01
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FM denotes Fama and MacBeth(1973).

Dependent variable: TV(m)

Independent variable: TV(m-1), Intra TW(m-1)

Rank(R) of TV(m-1): 1(Low), 2, 3, 4, 5(High)

Newey and West (1987) t-statistics, adjusted using six lags
t statistics in parentheses, * p<0.1, ™ p{0.05, ** p<0.01
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S& 9usitt. Table 4914 2AE ZRFATE= A%
FHEE(m-Doll ot 22E IFEE ta e ¢
& Btk & AR BE FHEEm-1)9 Z7]0 w2t
2349 Z2RAFE IR(bow)EFE HAth ok
KOSPI A% % ¥54d(m-1)°] 7P &2 5 IFlA
2" AAASE 9 17%0]1 KOSDAQY] A% <F
10%%t}. ©]2f3t Aoli= KOSDAQ £&9o] £HEXH S
KOSPI 59| 85/ Hls) FAA 7t AfulE
o o2 8Rlof| 9Jsf AgdE & U 9ulgith.

Table 6. FM Regression by Periods

KOSPI KOSDAQ

Panel A: Inter Trading Weight
ind(m-1) ins(m-1) for(m-1) ind(m-1) ins(m-1) for(m-1)
Ist period of the full period: 2002.02-2012.06
TV(m-1) 0.50™* 0.51%* 0.53**  0.49**  0.49*** (0.51***
(57.86) (55.46) (64.05) (34.05) (33.98) (34.22)
TW(m-1) -3.91%% -4, 10" -3.35%% -4 47" -5 Jwwk 4 p3ier
(-15.31) (-13.66) (-9.89) (-12.74) (-12.80) (-5.61)

_cons 1.88™*  1.81%*  1.63%*  2.34%* 228 214
(17.94) (16.88) (17.67) (13.96) (13.55) (12.74)

N 85579 85579 85579 122736 122736 122736

adj. R* 03141 0.3142 0.3041 0.2698 0.2701 0.2624

2nd period of the full period. 2012.07-2022.06

TV(m-1) 0.45** 0.46"* 0.48"* 0.43"* 0.44™* .48
(26.91) (28.40) (31.30) (28.16) (31.04) (41.09)

TW(m-1) -4.26%* -4.24* -2.98%* -509%* -5 4G** -087*
(-13.100 (-12.37) (-7.84) (-11.11) (-13.79) (-2.04)

_cons 166 1.54%% 1420 1,98 181" 159

(17.83) (18.01) (18.12) (18.74) (20.53) (25.89)
N 83065 83065 83065 140137 140137 140137
adi. R 02754 0.2782 0.2645 0.2461 0.2483 0.2325

Ist period of the low volatility period. 2003.07-2008.06

TV(m-1) 0.50* 0.50* 0.53* 052" 0.53%* 0.55%*
(42.17)  (42.33) (47.37) (44.92) (45.36) (57.36)

TW(m-1) S3.35%E _3 Gk ) @k _4 SOl 5 ek _4 (]

(-11.68) (-13.79) (-8.23) (-7.95) (-8.30) (-7.44)
_cons 1,68 163 1.48% 2,01 1,030 1810
(23.71)  (25.25) (25.05) (24.47) (25.62) (28.79)
N 33764 33764 33764 52107 52107 52107
adj. R* 03102 0.3109 0.3016 0.3069 0.3065 0.2989

2nd period of the low volatility period: 2012.07-2019.06
TV(m-1) 0.48* 0.49%* 0.51%* 0.45"* 047" 0.50"*
(25.11) (26.62) (29.23) (26.30) (28.88) (38.81)

TW-1) 3 gguew 3570 300w 499w 4 g1%++ -1 68

(-9.50) (-10.82) (-6.24) (-10.02) (-12.14) (-4.58)
_cons 151 140" 1.30%% 1.82* 167 1.49"*
(16.49) (17.87) (16.17) (19.43) (21.72) (24.88)
N 56800 56800 56800 91876 91876 91876
adi. R 02970 0.2982 0.2863 0.2673 0.2684 0.2523

Panel B: Intra Trading Weight
ind(m-1) ins(m-1) for(m-1) ind(m-1) ins(m-1) for(m-1)
Ist period of the full period: 2002.02-2012.06

TV(m-1) 0.50%* 0.53"* 0.54** 0.49™* 0.51"* (.52
(50.06) (56.53) (67.24) (33.46) (33.15) (34.81)
TW(m-1) 0.97%* -1.77%* -1.52%% 1.52%% -3.77%* -4 67"
(11.23) (-9.24) (-5.36) (14.10) (-10.82) (-2.41)
_cons  0.91%  1.64™ 1.54% Q.81 2.16™*  2.09™*
(17.04) (15700 (17.41) (6400 (12.58) (12.62)
N 85579 85579 85579 122736 122736 122736
adi. R 03177 03061 0.2994 02710 0.2642 0.2603
2nd period of the full period: 2012.07-2022.06
TV(m-1) 0.47**  0.49™* 0.50"* 0.44™* 0.47** 0.48"*
(29.84) (32.13) (34.83) (31.91) (36.08) (39.93)
TW(m-1) 0.73**  -1.49"* -0.55"* 1.18""* -3.03** 0.66*
(13.13)  (-11.24) (-5.03) (10.36) (-10.86) (1.90)
_cons (.85 138 1.20%  Q71%F 1.66M* 1.5
(16.92) (18.40) (1934 (8.53) (1.77) (27.29)
N 83065 83065 83065 140137 140137 140137
adj. R”*  0.2752 0.2697 0.2628 0.2425 0.2376  0.2333

Ist period of the low volatility period: 2003.07-2008.06

TV(m-1) 0.50%* 0.52* 0.54** 0.52"* 0.55** 0.55"*
(37.29) (47.249) (50.93) (45.53) (53.50) (58.59)
TW(m-1) 0.84** -1.64"™* -1.00"* 1.49™* -3.56"* -2,96***
(11.39) (-8.60) (-6.87) (9.76)  (-8.72) (-6.54)
_cons  (.87%* 147 139% (.50 ] 80M* .74
(17.39) (26349 (26.69) (5.53)  (29.03) (31.11)
N 33764 33764 33764 52107 52107 52107
adi. R 03153 03031 0.2972 0.3084 0.2996 0.2953

2nd period of the low volatility period.: 2012.07-2019.06

TV(m-1) 0.49%* 0.51™* 0.52%* 0.47"* 0.49** 0.50"*
(28.04) (30.84) (32.72) (28.56) (34.53) (39.32)
TW(mn-1) 0.65%* -1.23"* -0.66™* 1.23*** -2.63*™* -0.01
(10.44) (-9.89) (-6.31) (9.28)  (-9.41) (-0.04)
_cons (78" 124 118 (0,528 .5 ] 4
(21.28) (19.29) (18.82) (7.23)  (24.23) (25.31)
N 56800 56800 56800 91876 91876 91876
adj. R? 0.2067 _0.2901 _ 0.2842  0.2646__0.2578 _ 0.2520

FM denotes Fama and MacBeth(1973).

Dependent variable: TV(m)

Independent variable: TV(m-1), Inter & Intra TW(m-1)
Newey and West (1987) t-statistics, adjusted using six lags
t statistics in parentheses, * p<0.1, ** p{0.05, ** p<0.01
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