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Abstract

The Characteristics of Korea Stock Market using Variance Ratio

Seo, Sang-gux* - Park, Jong—hae*x*

This study examined the market efficiency of korea stock market by
comparing variance ratios(VR) of stock groups which is sorted by market
capitalization. We compute variance ratios of KOSPI large capitalization,
midium capitalization, and small capitalization for 546 trading days from
2006/01/02 to 2008/04/15. For our study, we also use high frequency data
that is; intra-day 1 minute data. The characteristics of variance ratios of
stock groups by market capitalization as follows:

From 1 to 5 minute interval, variance ratios of three stock group increase
far from zero(0). The longer time interval, the more variance ratios decrease,
but only large capitalization converge on around zero. This means that the
market of large capitalization is more efficient compare to other stock
groups.

The entire sample period can be divided two sub-period because the
impact of sub prime crisis arised from U.S.A. influences Korea stock market.

Before sub prime crisis, the VRs of mid cap and small cap do not
converge on around zero except large cap although the time interval is
longer. After sub prime crisis, the VRs of three stock groups decrease when
time interval is longer, but only large cap converge on around zero.

We conclude that large cap is more efficient than other stock groups in
Korea Stock Market.

Key Words : Variance Ratio, Standardized Variance Ratio, Stock Variation,

Indices by Market Capitalization
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