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Abstract : National Pension Service (NPS) of Korea has a great influence on
Korean stock market and it seems to extend its influence by purchasing more
shares of the market according to its plan of investment. This paper examines
whether NPS destabilizes stock market under this state.

The empirical results show that (1) NPS takes a long position persistently
irrespective of market return, and (2) a negative feedback trading for individual
stock return, rather than positive feedback trading. We also cannot find the
evidence of NPS increasing volatility of stock return. Moreover, trading
behaviors of no other traders are related to that of NPS, which denotes little
probability of NPS to destabilize the market through influencing other investors'
trading activities. To conclude, the evidences suggest that NPS has no reason to

bear the blame for pursuing potentially destabilizing practices.
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2005.9 91,270 1.5996 82,226 1.4411 173,496 3.0407 5,705,749 100.00
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g FESe ARASS A8 dka B 5 e Aol
<E 4> AN A E WHele] e F7AF7]F9 BuyRatio?
A= 7] A= 7
Aol E Number Az Number AR =0ty
of days of days
Rne = 0 527 0.633 0.693 526 0.677 0.775
Rm < 0 482 0.749 0.888 482 0.789 0.920
Rmne-1 = 0 535 0.680 0.771 534 0.720 0.833
Rmi-1 < 0 474 0.699 0.812 474 0.741 0.874
Rmt-5-1 = 0 523 0.669 0.773 523 0.708 0.826
Rmi-50-1 < 0 486 0.710 0.811 485 0.754 0.896
Rmt-204-1 = O 556 0.670 0.743 556 0.717 0.800
Rme-200-1 < 0 453 0.712 0.899 452 0.746 0.928
Rmt-60,-1 = O 559 0.720 0.785 559 0.779 0.853
Rmt-60-1 < 0 450 0.650 0.791 449 0.669 0.846
Rmt-1200-1 = 0 481 0.721 0.790 481 0.779 0.846
Rmt-120-1 < 0 528 0.659 0.788 527 0.686 0.864
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49 579 AL, = FRNAF/ T wRFARE A% Gl = AUl )

A%
S5Ag dHdg HAx@ QL TG Q3. HAUw
0

ol ekl iy 801 0.001##xx -0.012 0.000 .001 0.002 0.022

Sl R Rl 692 0.001##* -0.012 0.000 0.001 0.002 0.017

FAOlE HEAS  AEd Aa@ 1R9E 2P0 3ne5 A
Rit-120,t-1 794 0.099 *xx  -0.950 -0.202 -0.004 0.231  7.493
Rit-60,t-1 799 0.024 -0.660 -0.125 0.017 0.143 10.590
Rit-20,t-1 801 -0.000 -0.443 -0.074 -0.001 0.080  0.527
Rit-5,t-1 801 -0.005 *x -0.274 -0.038 -0.006 0.032  0.472
Rit-1 801 -0.005 #*+  -0.150 -0.021 -0.005 0.011  0.150
Rit 801 -0.002 * -0.134 -0.022 -0.002 0.014 0.150
Rit+ 1 797 -0.002 -0.139 -0.023 -0.004 0.012  0.538
Rit+1,t+5 793 -0.000 -0.442 -0.036 0.004  0.038  0.407
Rit+1,t+20 744 -0.004 -0.515 -0.085 -0.008 0.084  0.511
Rit+ 1,0+ 60 728 0.020 #x -0.614 -0.141 0.002 0.146  1.192
Rit+ 1.0+ 120 650 0.031 #x -0.805 -0.201 -0.003 0.258 1.414
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B 0.664 2.000 -125.102  0.000 142.968

5, 1.943 2.037  *x -520.113  0.000 624.663
5 -3.017 -2.507 ** -723.606  0.000 599.327
A -1.074 -2.070 = -261.949  0.000 195.574
B4 0.049 10.560 s -0.307  0.008 1.774
Bs -0.007 -3.536 #*x -0.894  0.000 0.532
H5A 1,227

F1) Z4 AgsES dY gl 10,0008 w38k dE 243
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g Ty sulaed HSS 7lEo 2 gk <ELH>9 AHtE Ay
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3
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<GE 7> mHdmvIEe] AWSETE NEFA o EL] MEdd nAs 9%

NPNetBuyi NPNetAmountl
’th ’_ IBIt Nshares : Size t) IBZZ‘ it +:B3tth 1+:B4t ‘th 1 ’
it

it
+ B, LogSize, + S, B/ M +¢,

21(3)
Panel A @ Wl H5
A 3t 4k t— %k = Eardy S o4k
a, 0.031 277.463 sk -0.155 0.028 0.229
By -1.443 -0.936 -1,323.951 0.000 605.320
By, 0.197 15.746 s#xx -0.974 0.240 0.997
By 0.004 0.885 -1.311 0.006 1.508
Bay 0.229 40.811 sk -0.538 0.200 1.505
Bs; -0.001 —15.350 sk -0.008 -0.001 0.007
Be: -0.000 —14.056 sk -0.007 -0.000 0.004
Panel B : =vlfw o B
A 3t 4k t-%k HAagk R 2 o4k
a, 0.031 277446 sk -0.155 0.028 0.229
By -0.743 -0.455 -1,323.951 0.000 771.794

By 0.197 15.739 #x -0.974 0.241 0.997
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EAFA A e e

Panel A @ A#F 7]+

Agzas Jd za oma ®a 2w 3R g A% B AU 939
Rut > 0 640 047 052 045 047 0.54 055 049 050 054 047
Rt <0 o82 047 0.46 047 047 053 045 051 0.50 0.50 047
Riue1 = 0 639 049 047 046 047 054 0.54 049 0.50 0.54 049
R <0 583 0.45 0.51 045 047 053 046 051 0.50 0.48 045
Rueies >0 633 0.48 048 046 047 055 0.50 050 0.50 0.54 048
Rueies <0 589 0.46 0.50 046 047 053 0.50 051 050 049 046
Rmeie20 20 635 0.48 049 045 046 055 049 049 050 0.54 048
Rutie20 <0 587  0.46 049 047 048 0.53 0.51 0.52 050 049 0.46
Rutieeo = 0 630  0.47 049 045 046 0.55 0.48 048 0.50 0.53 0.47
Rueieeo < 0 592 0.47 049 047 048 0.53 0.52 052 0.50 0.50 0.47
Rmeieio >0 524 0.47 049 044 046 055 0.54 048 0.50 0.53 047
Rueieio < 0 698  0.47 049 047 048 0.53 047 051 050 0.51 047
Panel B : 7= 7|+

Agras Jd za ma w®a oew 33 28 8 24 A9 9Fa
R >0 640 0.52 048 0.51 046 0.48 056 0.53 0.52 0.48 0.54
Rt <0 582 0.45 048 046 0.51 049 0.55 049 054 051 0.49
Riue1 = 0 639 047 050 047 049 049 0.55 052 052 049 0.55
R <0 583 0.51 0.46 0.51 048 048 0.55 0.51 0.53 050 0.48
Rueies >0 633 049 049 047 049 048 0.55 0.53 0.52 0.49 0.55
Rueies <0 589 0.49 047 0.50 049 0.49 055 050 0.54 0.50 0.49
Rutip20 20 635 049 049 048 049 048 0.55 0.53 0.52 049 0.53



Rmtig20 < 0 587  0.48 0.47 050 048 049 056 0.50 053 0.50 0.51

Rutige0 =2 0 630 0.49 048 0.48 048 048 0.56 0.52 052 0.50 0.52

Rutieeo < 0 092  0.49 0.48 049 049 049 0.54 0.51 0.53 0.50 0.52

Rutiei20 2 0 524 0.49 047 049 048 048 0.55 0.51 0.53 0.50 0.52

Rueieio <0 698 0.49 0.48 049 049 049 0.55 0.52 0.53 0.50 0.52
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Panel A : AF 7]+
AlLNetBuy;, NPNetBuy;, NPNetBuy;, 4 NPNetBuy;, - NPNetBuy;, 3 NPNetBuy;, 4
=o+phy + by B + By + Pyt
Z&E\QQ 2@%@: 2@%&& Zu&a\&: Zugmu& 2&3\%:
NPNetBuy;,_s .
+Bes + By Rig + By Rygy + Poy - LogSizeyy + Pyo - B/ My + &
%\5‘\%&
il 1y T4l =3 T = =7} 7Hd 2]=Ql
3| A A4
Coeff. | t-%k | Coeff. t-%k | Coeff. t-%k Coeff. | t=%k | Coeff. | t=3k | Coeff. | t-%k | Coeff. | t-%k | Coeff. t=k Coeff. t=-3k

a 0.000 | -0.53 | 0.000 | -1.25 | 0.000 | -0.32 | 0.000 | -1.03 | 0.000 | =1.20 | 0.000 | 1.44 |-0.001|-2.56%%| 0.001 | 2.85##x | 0.000 | -0.59

Bt 0.041 0.45 |-0.002| -0.04 |-0.264| -0.90 |-0.366| -1.41 |-0.015| -0.27 |-0.208| -1.67* | 0.646 1.46 1.692 1.10 -2.288| -1.50

Bat 0.093 1.03 |-0.006| -0.12 | 0.357 1.77+ 0.011 | 0.07 |-0.088| -1.45| 0.068 0.80 0.178 0.79 |-0.728| -1.83% 0.116 0.36

Bat -0.018 | -0.22 | 0.153 | 2.13#+ |-0.523| -1.61 0.082 | 0.55 | 0.146 | 1.52 |-0.063| -0.45 |-0.999| -1.14 | 0.599 0.85 0.623 1.09

Bat 0.110 1.02 0.041 0.62 0.328 0.65 0.035 | 0.18 |-0.039| -0.37 | 0.164 0.79 0.164 0.22 |-0.860 -1.14 0.056 0.09

Bst -0.041] -0.40 | 0.043 0.53 |-0.082| -0.28 |-0.081|-0.76 | 0.061 | 0.55 |-0.067| -0.91 | 0.181 | 0.54 | 0.691 1.22 -0.704| -1.71%

Bet -0.075| -0.81 |-0.040| -0.64 | 0.347 1.86% 0.048 | 0.35 |-0.087|-1.84x*| 0.145 | 2.13=* | 0.429 | 2.43** | -0.673 -1.50 -0.094| -0.53
B+ paer
Bai+ pat+ 0.110 1.05 0.189 1.84x* 0.163 0.53 -0.271| -1.21 |-0.022| -0.42 | 0.038 0.34 0.599 1.56 0.722 0.47 -2.292| -1.50
Bst+ pot

Bry 0.001 1.54 | 0.000 0.82 0.004 | 15.01##x | 0.002 | 1.73* | 0.001 | 1.23 | 0.001 |7.43#*x| 0.001 | 0.95 |-0.027|-12.43%%%| 0.019 | 46.51%%**

Bst 0.000 0.65 0.000 1.04 0.003 | 10.87==x | 0.001 | 1.50 | 0.001 | 1.12 | 0.000 |3.46%**x| 0.000 0.15 |-0.014| -6.30%**x | 0.009 | 26.26%x*x

Bot 0.000 0.26 0.000 0.73 0.000 -0.30 0.000 | 0.87 | 0.000 | 0.65 | 0.000 | -1.30 | 0.000 |2.63#*x| 0.000 | —2.70%=x | 0.000 1.15

Biot 0.000 0.71 0.000 1.61 0.000 1.90% 0.000 | 1.46 | 0.000 | =0.29 | 0.000 | -0.82 | 0.000 | 1.99#* | 0.000 | -2.34*+ | 0.000 | -0.48




Panel B : A= 7]+

mHZNREQERQ ZmeR\:Q::N: NPNetAmount ;,_, NPNetAmount ;,_»
— =t hy T T
SIZE it SIZE it SIZE it SIZE it
2%2&%:0:3&.?.& ZUZQ\_:S:SN.TA ZwZQ\ASQ:SN.Nlm
+ By AT + Bor
SIZE it SIZE it SIZE it
+ Byp  Rig + Bgy  Ripy + Boy - LogSizey + Byo, - B/ My + &
PR 73 A o e T e el BED
Coeff.| t-3t |Coeff.| t-#t |Coeff.| t-%k |Coeff.| t-3k |Coeff.| t-3k |Coeff.| t-%k |Coeff.| t-3k |Coeff.| t-% |Coeff.| t-3%t
at 0.000| -0.63 0.000| 0.19 0.000{ -0.60 0.000{ -2.42 =+ | 0.000|-1.79 0.000| 1.16 -0.002] -3.03 #=#x | 0.002| 3.45 == | 0.000| -0.61
Bt 2.091| 0.80 0.061| 0.16 2.358] 0.76 -0.151]-0.30 -0.045| -0.05 0.826] 0.87 -3.379| -1.03 0.056| 0.01 -2.582| -0.83
Bat 1.751] 1.23 0.120| 0.54 0.724| 0.35 0.491| 0.97 -0.089| -0.14 0.552] 1.07 -2.048] -1.13 -3.146| -1.47 1.645| 0.67
Bat 0.338| 0.60 -0.468| -0.97 1.031| 0.51 0.902| 0.93 -1.793| -0.98 -0.037] -0.11 10.886| 1.09 -5.367| -0.89 -5.492| -0.98
By -0.614| -1.32 0.676| 1.43 3.226| 0.78 -2.065| -1.34 -0.314|-0.17 -0.200] -0.91 -1.385] -0.16 4.569 1.21 -3.893| -0.49
Bst -1.549| -0.57 0.123| 0.17 -4.363| -1.01 0.711| 0.76 1.752| 1.41 -0.140] -0.11 -3.246] -0.89 -0.355| -0.06 7.068| 1.42
Bet -0.558| -1.11 -0.350] -0.87 -0.867| -0.80 0.094| 0.74 -0.038|-0.77 -0.449| -0.88 -0.077| -0.26 3.329 1.07 -1.084| -1.44
B+ Bpaer
Bpae+ Ba+ 1.459| 1.04 0.162| 0.88 2.110] 1.24 -0.019] -0.07 -0.527|-1.18 0.552| 1.07 0.752] 1.20 -0.914] -0.32 -4.338] -2.01 *x
Bsi+ Bet
B 0.000| 0.71 0.000| -0.03 0.005| 12.53 ==+ | 0.001| 0.70 0.001| 1.32 0.001| 4.24 === 0.001] 0.69 -0.032] -12.88 =xx | 0.024] 33.78 #xx
Bat 0.000| 0.24 0.000| 0.45 0.003| 8.80 ==+ | 0.000| 0.37 0.001| 0.98 0.000| -0.23 0.001] 0.49 -0.016] —-6.72 =% | 0.011] 16.15 #xx
Bot 0.000f 0.35 0.000| -0.69 0.000{ 0.28 0.000{ 2.24 =+ | 0.000| 1.40 0.000| -0.96 0.000] 3.12 =xx | 0.000| -3.47 === | 0.000| 1.03
Biot 0.000| 1.18 0.000| 1.64 0.000| 1.92 = 0.000| 1.09 0.000| 0.36 0.000| 0.73 0.000] 2.32 *x 0.000| -3.31 ==+ | 0.000| 1.02
F D 7lse AA Ve T =wds Zlas AL FA.
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