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Abstract

Purpose - This study aims to explore trading behaviors of individual investors in the KOSDAQ
market, thereby explaining the low profitability of individual investors relative to institutional or
foreign investors and comparing features specific to the KOSDAQ market with those of the KOSPI
market.

Design/methodology/approach - KOSDAQ market data, ranging from 2018-01-03 to 2023-12-28, is
obtained from the KRX market data system on a daily basis. 12 sub-periods are generated by
dividing the entire dataset into 6-month intervals, and within each sub-period, 25 stock-groups are
established by the amount of individual investors’ net purchases at 4% intervals. The analysis is
conducted by comparing major information on trading behaviors across the sub-periods and across
the stock-groups.

Findings - First, the ratio of individual investors’ net purchases shows a negative correlation with the
ratio of net purchases of institutional and foreign investors with a strong statistical significance for
all sub-periods, and it exhibits negative correlations with the periodic cumulative returns for the
most sub-periods. It is also revealed that the low profitability of individual investors might result
from the failure of choosing stocks, unlike the case of the KOSPI market where individual
investors’ low performance is related to the choice of the timing of transactions, rather than the
choice of stocks.

Research implications or Originality - The empirical results indicate that individual investors in the
KOSDAQ market need to be more prudent in choosing stocks than in the KOSPI market, and imply
that rediscovering the benefit of the diversification, especially for the KOSDAQ market, might be
substantially meaningful.
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Table 1. Information of the Sub-Periods

Sub-period Start Date End Date
1 2018/01/03 2018/07/09
2 2018/07/10 2019/01/14
3 2019/01/15 2019/07/18
4 2019/07/19 2020/01/22
5 2020/01/23 2020/07/24
6 2020/07/27 2021/01/28
7 2021/01/29 2021/07/30
8 2021/08/02 2022/02/07
9 2022/02/08 2022/08/09
10 2022/08/10 2023/02/13
1 2023/02/14 2023/08/16
12 2023/08/17 2023/12/28
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Table 2. Information on Returns and Volatilities by the Sub-Period

Sub-_period Beily M B Periodic Cumulative Histoti_cal Perio_d_ic

Indicator Return Volatility Volatility
1 4.78% -2.40% 44% 49%
2 4.65% -14.77% 50% 49%
3 4.28% 3.19% 53% 42%
4 4.36% 0.16% 51% 45%
5 5.95% 1.53% 49% 72%
6 4.90% 19.00% 63% 48%
7 431% 12.38% 65% 43%
8 4.63% -16.47% 54% 47%
9 4.33% -10.52% 52% 45%
10 4.29% -9.16% 52% 45%
1" 4.41% -5.68% 51% 45%
12 4.35% -1.54% 52% 42%
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FATAER 7} 31¢1717bsete] FAE o gt 7122l ARE AR 7] $)3), (Table 3) oA+
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Hole AL ER1E & Q). &3t BE B} f3olA e 7|Eo 2 ol WEke] Hito] o]Fo]
Aga ®B7)= o8 ez FelFt}t. Sohn Kyoung-Woo and Chung Ji-Yeong (2024)0l 4=
& 3F7Izke disl] MEE o] % ARJFARALY] o] Hort SolA] oz vhdEy 1 7 RIF 5538}
St Z2 APME olokE R3] ThE odo] dEEE Aol el A P 7EEA
2o}t FRNFEAALY] wulere BE 3R 713be] a2 wake] A &E] w2 Jehdthes ot}

4

Table 3. Sub-period Information by Investor Type

Sub-period Trading Institutional Investors’ Foreign Investors’ Individual Investors’
Indicator Volume Net Purchases Net Purchases Net Purchases

1 5,842,918 7,542 141,564 -1,247

2 3,197,968 -4,160 -36,357 66,207

3 3,944,777 -93,873 3,138 177,521

4 4,066,185 -127,020 16,994 174,317

5 8,403,551 -244,802 -48,357 430,709

6 11,541,555 -407,134 105,206 544,165

7 9,708,746 -103,038 -88,909 328,065

8 9,162,079 -88,431 -69,141 286,893

9 5,933,981 -66,998 -94,605 257,075

10 4,569,716 -16.717 60,589 32,657

11 8,408,861 -240,017 -63,042 438,818

12 4,718,749 51,529 59,645 -27,830
Source: KRX market data system. (unit: million won)
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Fig. 1. Trading Volume Across the Stock-Groups for Sub-Period 1 and 5
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Notes: 1. Stock-groups are generated by the net purchases of individual investors at 4% intervals.
2. The horizontal and vertical axis represent stock-groups and individual investors’ net purchases,
respectively.
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Fig. 2. Periodic Cumulative Returns for the Sub-Period 1 and 5

<Sub-Period 1>

i

-2.5E-0H

3.0E-06 -025

[Individual Investors’ Net Purchases Ratio

and Periodic Cumulative Returns] [Periodic Cumulative Returns by Stock-Groups]

<Sub-Period 5>

15806 -0.25

[Individual Investors’ Net Purchases Ratio

and Periodic Cumulative Returns] [Periodic Cumulative Returns by Stock-Groups]

Notes: 1. Stock-groups are generated by the net purchases of individual investors at 4% intervals.
2. Pertaining to the graphs on the left, the horizontal and vertical axis represent periodic cumulative
returns and individual investors’ net purchases ratio, respectively.
3. Concerning the graphs on the right, the horizontal and vertical axis represent stock-groups and
periodic cumulative returns, respectively.
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T A=A 2 gFaA) dn old] BE WFEe FAIFE HiS St sheriE R Alkst
St (Table 4)= 7RBF2lE, 71 FA47ke] wvlenlE, o=l F2pate] wrjrnls, HE ol
NAFARAL] vl W& 2t el Ams ARG, HEde deste], Wsd tﬂi‘r* IHAHE
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Table 4. Correlation Coefficients with the Individual Investors’ Net Purchases Ratio

- . Foreign

Sub-period CPe”Od'.C Instltut|9na| Investors?’ Net Historical Periodic Chr?mge
Indicator umulative s NeF Purchases Volatility Volatility n
Return Purchases Ratio Ratio Volatility

1 -0.64 -0.93 -0.90 0.48 0.53 0.36

2 -0.78 -0.86 -0.79 0.52 0.59 0.13

3 -0.78 -0.97 -0.92 0.57 0.44 0.05

4 -0.76 -0.89 -0.93 0.44 0.55 0.40

5 -0.10 -0.89 -0.74 0.42 0.49 0.44

6 -0.25 -0.87 -0.79 0.51 0.64 0.54

7 -0.61 -0.97 -0.93 0.25 0.48 0.40

8 -0.63 -0.88 -0.86 0.44 0.54 0.36

9 -0.84 -0.98 -0.95 0.56 0.59 0.35

10 -0.91 -0.98 -0.90 0.60 0.51 0.05

1 -0.50 -0.96 -0.95 0.49 0.39 0.15

12 -0.90 -0.92 -0.87 0.47 0.40 0.06
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SAdolth. BE shel7IRbel AR Z]dEAAE g o=l FAAe] eulrnle2 T FAk
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AP ZagAPEoM o) FAFAE FAE I 1 gedo] frAFstE RS TAIA Q] FEellA
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(Table 4) ol AAJE W b Fade] A FoldS syl sl 7HlFAAe] cran]&3
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Table 5. T-values from the Regression on the Individual Investors’ Net Purchases Ratio

_ Periodic Institutional Foreign _ _ o Srange
Sub-period . Investors’ Net Investors” Net Historical Periodic .
Indicator Cur;ulatwed Purchases Purchases Volatility Volatility n.
eturn Ratio Ratio Volatility
1 -3.68 -8.27 -7.19 2.02 2.75 2.00
2 -6.97 -9.98 -4.38 354 2.10 0.95
3 -7.95 -25.65 -10.63 3.38 1.88 0.20
4 -9.56 -13.01 -9.99 2.03 2.06 1.31
5 -0.26 -7.85 -5.68 222 1.86 2.01
6 -0.78 -6.79 -6.15 277 3.02 251
7 -2.65 -14.67 -21.98 1.25 1.96 2.69
8 -5.55 -5.68 -5.93 1.57 1.80 1.46
9 -6.07 -25.69 -11.54 1.74 213 1.42
10 -11.41 -23.66 -8.30 2.97 1.98 0.27
11 -1.50 -13.92 -16.00 2.55 1.83 0.48
12 -8.72 -9.62 -9.68 3.07 2.05 037
71 A4S dvtdo s AwEgton g ojfdl= sH¢7IIPEE ARt FAIEE H] 72
sto] AR Bt AEFoRH FA0F Tbe] Folg HubHow Auiniz) St <Tab1e 6y
25709 FAAFER AATIE T VIRFFESAE, V1 2 A5 AR eujgrE, HEAd
Bt AAIFHCE, (Table 6) o] AAEAIE A, NAFAAL] EHlerl &L A4 717HS 71%2:1
T e FATE 10714, 5 £ 71 A9 A7 B 13 1A A PR 110
ol 11-257HA% &5t ol FolE Ao 2 % sltk lRaste] Sl vigo] 13 Ee

FA0F 194 7IRFFAES g0 21, 7% 28k, A}@fc} Sl erl wAEls #2408 10744 7170
Heolge txdog sk PFS Holx itk uls vlgo] ol e 2 FAIFe] Agdls
FAOF 21614 252 ZFE, & w5 vgo] BoldFE VR ASoEe drFon Hashe
PFo] vehdtl, 3 v vl ge] FFo] B4 B2 vl 1 o] thi BWEd Zog ®elt
gl NFEARS] Erjenl e o= By fuln| e AolER A e} thAR wiplgo s
Uehts A 8 5 %l—Etﬂ, Mele] st wahe F2a5 el 71d TARke] g 1749 8417)
7, 91l BAALe] - 27)9] B917IRME AlSjat e S FAFAES] wrjs vl e 57} e
MelEAA ] s vl Wl S0 4 Qi)

o
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Table 6. The Entire-period Average of Major Variables Across Stock-Groups
Sto(ctlf -gAr;ups CPeriodi_c Irzcsztslttg::ls?nNa!lst Inve'::sotz)ilsg’nNet Historical Periodic Chgnge
intgrvalr;) u}g;tt.llljartr:ve Purchases Purchases Volatility ~ Volatility Vollar':ility
Ratio Ratio

4% 21.7% 8.9E-07 1.4E-06 54.6% 48.8% -5.8%
8% 13.6% 6.8E-07 5.5E-07 50.4% 46.3% -4.1%
12% 6.5% 5.8E-07 3.1E-07 50.6% 45.5% -5.0%
16% 1.3% 2.1E-07 3.4E-07 50.0% 45.3% -4.7%
20% -1.7% 1.0E-07 3.4E-07 51.0% 43.1% -7.9%
24% -3.9% 6.4E-08 2.0E-07 50.9% 43.6% -7.2%
28% -4.2% 1.1E-07 1.2E-07 50.7% 42.6% -8.1%
32% -4.4% 2.9E-08 1.0E-07 49.6% 39.2% -10.4%
36% -4.6% 4.2E-08 -1.1E-08 47.0% 41.3% -5.7%
40% -5.5% -5.0E-08 1.4E-08 46.9% 39.3% -7.6%
44% -4.2% -2.5E-09 -8.6E-08 47.6% 37.1% -10.6%

8% -5.5% -3.9E-09 -1.4E-07 49.3% 42.4% -6.9%
52% -6.6% -1.1E-07 -7.4E-08 51.8% 44.5% -7.3%
56% -5.8% -1.0E-07 -1.3-07 50.2% 44.6% -5.6%

0% -5.2% -1.0E-07 -2.0E-07 52.6% 46.9% -5.7%
64% -4.4% -1.4E-07 -1.5E-07 52.4% 47.7% -4.7%
68% -2.6% -1.7E-07 -1.6E-07 54.4% 49.8% -4.6%
72% -2.9% -2.1E-07 -2.4E-07 54.0% 50.2% -3.7%
76% -3.8% -2.3E-07 -2.4E-07 54.5% 51.7% -2.9%
80% -3.5% -2.0E-07 -3.4E-07 58.2% 53.1% -5.1%
84% -2.2% -3.0E-07 -2.8E-07 57.2% 55.5% -1.7%
88% -4.6% -5.8E-07 -2.7E-07 57.7% 54.7% -2.9%
92% -4.7% -5.7E-07 -3.3E-07 60.2% 58.3% -1.9%
96% -6.4% -6.9E-07 -3.4E-07 61.8% 62.4% 0.6%
100% -6.8% -8.7E-07 -6.9E-07 64.8% 62.9% -1.8%

(Table 6) oM F228% 7I3WEAT AL WEA 7he] Aolg WHl, F22§ 248 Aejstne
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Fig. 3. Comparison of Returns and Volatility Changes Among Stock-Groups for the Entire Period

. Oo...o . . .. -10.0%

<Periodic cumulative returns by stock-groups> <Change in volatilities by stock-groups>

Notes: 1. Stock-groups are generated by the net purchases of individual investors at 4% intervals.
2. The horizontal axis represents the stock-groups and the vertical axis for the graph on the left and
right represent periodic cumulative returns and change in volatility, respectively.
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Fig. 4. Direction of Individual Investors’ Profitability from the Net Purchases

<KOSDAQ Market> <KOSPI Market>

Notes: 1. The graph on the right is generated from the KOSPI market data and the methods of classifying
stock-groups and calculating periodic cumulative returns are identical to those applied to the
KOSDAQ market data.
2. The horizontal and vertical axis represent the stock-groups and the direction of individual investors’
profitability measured by the sign of individual investors’ net purchases ratio multiplied by periodic
cumulative returns, respectively.
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Table 7. The ltem Code and Inclusion Frequency of Stocks in the Stock-group 1 and 25

Stock-group 1 (The lowest 4%) Stock-group 25 (The highest 4%)
Item code Inclusion Frequency Item code Inclusion Frequency
A247540 7 A035900 8
A005290 6 A213420 8
A034230 6 A263750 8
A035760 6 A082270 7
A068760 6 A096530 7
A086900 6 A145020 7
A095700 6 A214150 7
A140410 6 A253450 7
A025980 5 A039030 6
A032500 5 A041510 6
AQ078340 5 AD66970 6
A145020 5 AD67160 6
A183490 5 A122870 6
A268600 5 A214450 6
A278280 5 A240810 6
ool MAFAR ] Eulg Z1F 9] 20%e AFHE FAHIF F3he F5E T PN}
73] o]l FHES (Table 8) ¢ Ayt =3 o]F7] F#3 F550] A 2= 717 ¢
aF9 20%9] F23F, AMY eulert ol Folxd aFdl T3 Wert
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2o] gk THAE W, Sulmsh BASAE 207he] $Rol e OES HelFM Qi) MEselgel
WA g e mag A Al A Selge] vtk deld Z12lshs SHE 9e Aoz melt
EFIE} 00o]r] WlEolES wha AMelA e Se] FBE el grhn AT Ee vFew
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Table 8. Individual Investors’ Net Buying and Selling Behavior and Corresponding Returns

Return from
Buying
Transaction
A088800 9 -12%
A032500 -15%
A048530 -7%
A065660 -24%
A073490 -12%
A080160 -21%
A092040 -4%
A095700 -14%
A140410 9%
A182400 2%
A196490 -6%
A214270 -5%
A245620 -23%
A030530 -19%
A034230 -17%
A046890 -18%
A068760 -10%
A082800 -6%
A084370 -10%
A087010 -15%
A094170 5%
A174900 -32%
A183490 -22%
A208340 -17%
A215600 -31%
A226360 -22%
A228760 -1%
A237690 -5%
A247540 31%
A253840 -2%
A263050 -29%
A278650 1%
A290670 -17%
A900300 -37%

Inclusion Frequency Return from Selling
in the Lowest 20% Transaction

Item Inclusion Frequency
Code in the Highest 20%

49%
32%
-12%
17%
30%
32%
3%
-9%
-14%
-18%
-39%
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77 fAAE AN Aol vl AAB) Ak Held & A7 1 elolE zhevhan
STk, olol & ATeIME TAT AFe FAOE 201837 20239 o= JRFEeLe] Az
Fhikstel AQlEAAe FAaEE sjekalt dol £l B 548 Felsa, S §715Axge)
A9k ulan, hashRoen AATAe] Ag FAgete] ofwlo] offl 9} AgeheAE vl

A, BE 51977 EstH INAFARA L 71 REAAL 3F vfare] RS Wil = et
wom, frteHAge Aok el 29 Al dEE e Az TIdoR g vl W
R gL gtRe] fepnld 7k J&%EM FSXCE. A Aol maw, tirane] shel7IztelA AHRlF
Aol el &R 7B AelE ke o] AV SAA R froldo] ERlEY. LBla AUk
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BAAAE 2ol ohee] AAERAIASE ) maeh g ALEAR S5t ol FolA)
£ #4053 Bastel solgel Wl Qo WEE selel et agkth ATARte] Az
Rk FEAEe] Ao Qg A wE) el o] A7) QI ANAE AR Fst, FEAY
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A AR FHANARE olelgs A FAE 5 s e 9, oleld
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saEhA ol 23S WE ATVh B3] ool Bt Yrka Ak H3 2 AFolE hAS
e SRS ARl R B 2 SR FAIFE S0 AATAAEe] FAYe s}
#uE S4S st kel A4S tskste] w1d S4% 371 B4 R Fo
F& A7k 250 A9E Bask A& Aolth, TG A AEE ERR @ HBA BB ol
A Akl S5t 2ol ARA FARES dod 5+ i AU deleel /e FHAT
A EGA 1A G AEAAS] FADe o] that B FAHe|n BUHE AAEE A 5
sl Aoz AzhEr
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