

	
	

	









	




	







	









		

		
		

	
	




	
	


	
	



	
	


	
	
	
	
	
	
		
			
			
		

		
		
	

	

	



	
	
	
	

	







	















	Skip to main content












	

	

	
	

	

	
	












			

			





			






	




	


	
	





	








	

	
	
		
		
		
		
		
		
		
		
		
		
		
		
		
	

	
	
		
		
		
	


















	
		
	

	

	
		
	

	







	
		
		
		

		
		
		
		
			
				
				









	
	    












    
    






    
    







    




    






    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    






    
        
    


    
            
            
                
            
            
                
        Add Paper to My Library
        
        

    















	














	
	    







 



	




	







	




































    



			

			
				
				
				
				
				
						
				
				
				
					
						Share:
							
	
	
	


					

					
				
				
				




				
				

    
        
        
        
            

		
		
		
			
				
			
		

		
            

		
		
		
			
		
			
		

		
            

            
        

        
    

    


    




				
				
					

					
					Permalink

						Using these links will ensure access to this page indefinitely

						
							
							Copy URL
						

						
							
								
								Copy DOI
								

							

						
				

				
			

		


		
			
				
				




	
	
		
	

	
	
		
		
	

	
	

	
	
	
	Margin Purchases and Short Sales in Emerging Markets: Their Rationales and Design Variables

	
    
        
            
            







    
    










    
    
    
    











			
                    World Bank Financial Sector Paper Series
 
        

    
	

	
	
		
		
			64 Pages
		
		

		Posted: 15 Jan 2009
		
		
		
	

	
		
			
			




	See all articles by Tadashi EndoTadashi Endo
Independent
S. Ghon Rhee
University of Hawaii at Manoa - Shidler College of Business; University of Hawaii at Manoa - Department of Financial Economics and Institutions


		

	
	
	
	
	



	
	
	
	
		
		
	
	
		
			Date Written: May 1, 2006

		
	

	
	
		
		
	

	
	
		
	
	
		Abstract

		Emerging equity markets generally need an exogenous liquidity supply in order to accelerate their development. Margin trading (margin purchases and short sales) represents an important vehicle which promotes exogenous supply of market liquidity. Adequately regulated margin trading can induce relatively powerful and fast liquidity recoveries after market corrections or crashes. Vital to margin trading is a stock borrowing and lending system. Margin purchase and short sale facilities require regulators, financial intermediaries, and investors to have heightened risk management skills in addition to robust market infrastructure. Despite their standardized features, the actual design and operation of the market infrastructure necessary for margin trading should be country- or market-specific. The characteristics and composition of factors affecting the design and operation are dynamic and the key components of this important market infrastructure must be flexible so that they can change over time. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
		
		
			
				
			
		
		Keywords: Emerging markets, Margin purchases, Short sales, Short selling, Stock borrowing and lending

	
	

	
    

    
	

	
	
		JEL Classification: G14, G15, G18

	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	



    




	
		Suggested Citation:
		Suggested Citation
	

	
		
			Endo,  Tadashi and Rhee,  S. Ghon, Margin Purchases and Short Sales in Emerging Markets: Their Rationales and Design Variables (May 1, 2006). World Bank Financial Sector Paper Series,  Available at SSRN: https://ssrn.com/abstract=1327309 or http://dx.doi.org/10.2139/ssrn.1327309 
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Tadashi Endo (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				Independent  ( email )

			

			
			
				
				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						S. Ghon Rhee

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				University of Hawaii at Manoa - Shidler College of Business  ( email )

			

			
			
				
				
				
					2404 Maile Way
C-304, FEI/CBA
Honolulu, HI  96822
United States

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				University of Hawaii at Manoa - Department of Financial Economics and Institutions  ( email )

			

			
			
				
				
				
					United States

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				      467

			

		
		
		
			Abstract Views

			    2,090

		

		
		 
		
			Rank

			  113,497

		

		
	


	
		
            
            	        7 Citations
		

	

	
		
			
				       98 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    Urban Economics & Regional Studies eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Urban Economics & Regional Studies eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              730

                                    

                                    
                                        PAPERS

                                           22,111

                                    

                                

                                
                            

                        

                    

                


        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        Short Sale Constraints and Stock Returns

                        
                            By
                                
                                
                                    
                                    Charles M. Jones
                                     and 
                                
                                    
                                    Owen A. Lamont
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Short Sale Constraints and Stock Returns

                        
                            By
                                
                                
                                    
                                    Charles M. Jones
                                     and 
                                
                                    
                                    Owen A. Lamont
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Breadth of Ownership and Stock Returns

                        
                            By
                                
                                
                                    
                                    Joseph Chen, 
                                    
                                
                                    
                                    Harrison G. Hong, ...
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            Breadth of Ownership and Stock Returns

                            
                                By
                                    
                                    
                                        
                                        Joseph Chen, 
                                        
                                    
                                        
                                        Harrison G. Hong, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Can the Market Add and Subtract? Mispricing in Tech Stock Carve-Outs

                            
                                By
                                    
                                    
                                        
                                        Owen A. Lamont
                                         and 
                                    
                                        
                                        Richard H. Thaler
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Can the Market Add and Subtract? Mispricing in Tech Stock Carve-Outs

                            
                                By
                                    
                                    
                                        
                                        Owen A. Lamont
                                         and 
                                    
                                        
                                        Richard H. Thaler
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Limited Arbitrage in Equity Markets

                            
                                By
                                    
                                    
                                        
                                        Mark L. Mitchell, 
                                        
                                    
                                        
                                        Todd C. Pulvino, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Dotcom Mania: The Rise and Fall of Internet Stock Prices

                            
                                By
                                    
                                    
                                        
                                        Eli Ofek
                                         and 
                                    
                                        
                                        Matthew P. Richardson
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Dotcom Mania: The Rise and Fall of Internet Stock Prices

                            
                                By
                                    
                                    
                                        
                                        Eli Ofek
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Dotcom Mania: The Rise and Fall of Internet Stock Prices

                            
                                By
                                    
                                    
                                        
                                        Eli Ofek
                                         and 
                                    
                                        
                                        Matthew P. Richardson
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
	
		
	
		
	
		
	
		
			
				
			
			
		
	
		
	
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l100 in   0.082 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	
