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Cyber Trading and KOSPI Volatility

Kun-Oh Jung* and Han-Soo Yoo**

2 o & Azolie Aoy FaAde) welo] F7h WEAY o FE FUIE BANT. /& A7Eo] AF
oM BHEE WEAS Ao R BAslEE, X AT AR BATE WENS /)12 WEds ANY WEy
o2 Rajsle] BAaigch

BEUBAo that BAZ} Aboln] A AY WF] 50%S Yol F1Z ColN BEMEFA0] F/1e o BaAR U
hith 22)T YAIE WEAL 717 cld RelaA WsEA e Aoz Urith & BEEEAY0] 717 colA Foke
olf7h oAU 271l €)@ Bao] sz Aolth. AEHoE Aloln F2AAze) Z712 Fusk o] A&
o] BENEA) Z71d Aoz BV F At}

Abstract Volatility may be defined as the sum of fundamental volatility caused by information arrival and transitory
volatility caused by noise trading. This study decomposes the observed KOSPI volatility into fundamental volatility and
transitory volatility using Kalman filtering method. This study investigates the effects of the introduction of cyber
trading on the KOSPI volatility. Most studies investigates the effect on the observed volatility. In contrast to other
studies, this study investigates the effect on the fundamental volatilty and transitory volatility individually. Analysis
showed that observed volatility is increased significantly at 1% level, but transitory volatility is not increased. This
means that noise trading by irrational investors is not increased.
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