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		Abstract

		We examine how investors strategically spoof the stock market by placing orders with little chance of being executed, but which mislead other traders into thinking there is an imbalance in the order book. Using the complete intraday order and trade data of the Korea Exchange (KRX) in a custom data set identifying individual accounts, we find that investors strategically placed spoofing orders which, given the KRX's order-disclosure rule at the time, created the impression of a substantial order book imbalance, with the intent to manipulate subsequent prices. This manipulation, which made use of specific features of the market microstructure, is different from previously studied forms of manipulation, based on information or transactions. Roughly half of the spoofing orders were placed in conjunction with day trading. Stocks targeted for manipulation had higher return volatility, lower market capitalization, lower price level, and lower managerial transparency. We also find that spoofing traders achieved substantial extra profits. The frequency of spoofing orders decreased drastically after the KRX altered its order-disclosure rule. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
		
		
			
				
			
		
		Keywords: Spoofing order, Microstructure-based manipulation, Pre-trade transparency, Strategic trading behavior, Day trading

	
	

	
    

    
	

	
	
		JEL Classification: G14

	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	



    




	
		Suggested Citation:
		Suggested Citation
	

	
		
			Lee,  Eun Jung and Eom,  Kyong Shik and Park,  Kyung Suh, Microstructure-Based Manipulation: Strategic Behavior and Performance of Spoofing Traders (January 15, 2009). Journal of Financial Markets 16, 2013, 227-252
,  Available at SSRN: https://ssrn.com/abstract=1328899 or http://dx.doi.org/10.2139/ssrn.1328899 
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Eun Jung Lee (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				Hanyang University  ( email )

			

			
			
				
				
				
					505 KyoungSang Kwan, 55 Hanyangdaehak-ro,
Sangrok, Ansan, Kyeonggi-do
15588
82-31-400-5645 (Phone)

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Kyong Shik Eom

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				CRMR, University of California, Department of Economics  ( email )

			

			
			
				
				
				
					549 Evans Hall #3880
Berkeley, CA  94720-3880
United States

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Kyung Suh Park

					
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
						
						


						
					
					[image: Korea University - Department of Finance]
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				Korea University - Department of Finance  ( email )

			

			
			
				
				
				
					Seoul, 136-701
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

				      821

			

		
		
		
			Abstract Views

			    3,722

		

		
		 
		
			Rank

			   55,573

		

		
	


	
		
            
            	       13 Citations
		

	

	
		
			
				       22 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    Behavioral & Experimental Finance eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Behavioral & Experimental Finance eJournal

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

                                
                                    
                                        FOLLOWERS

                                            3,708

                                    

                                    
                                        PAPERS

                                           16,905

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Victor Ricciardi at Ursinus College

                                    

                                
                            

                        

                    

                
	
                    Capital Markets: Market Microstructure eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Capital Markets: Market Microstructure eJournal

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

                                
                                    
                                        FOLLOWERS

                                            2,416

                                    

                                    
                                        PAPERS

                                            8,016

                                    

                                

                                
                            

                        

                    

                


        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        The Future of Securities Regulation

                        
                            By
                                
                                
                                    
                                    Luigi Zingales
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        The Future of Securities Regulation

                        
                            By
                                
                                
                                    
                                    Luigi Zingales
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        The Future of Securities Regulation

                        
                            By
                                
                                
                                    
                                    Luigi Zingales
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            Unchecked Intermediaries: Price Manipulation in an Emerging Stock Market

                            
                                By
                                    
                                    
                                        
                                        Atif R. Mian
                                         and 
                                    
                                        
                                        Asim Ijaz Khwaja
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Market Manipulation: A Comprehensive Study of Stock Pools

                            
                                By
                                    
                                    
                                        
                                        Guolin Jiang, 
                                        
                                    
                                        
                                        Paul G. Mahoney, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Market Manipulation: A Comprehensive Study of Stock Pools

                            
                                By
                                    
                                    
                                        
                                        Guolin Jiang, 
                                        
                                    
                                        
                                        Paul G. Mahoney, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Market Manipulation: A Comprehensive Study of Stock Pools

                            
                                By
                                    
                                    
                                        
                                        Guolin Jiang, 
                                        
                                    
                                        
                                        Paul G. Mahoney, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Behavior Based Manipulation

                            
                                By
                                    
                                    
                                        
                                        Chunsheng Zhou
                                         and 
                                    
                                        
                                        Jianping Mei
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Large Investors, Price Manipulation, and Limits to Arbitrage: An Anatomy of Market Corners

                            
                                By
                                    
                                    
                                        
                                        Franklin Allen, 
                                        
                                    
                                        
                                        Lubomir P. Litov, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Large Investors, Price Manipulation, and Limits to Arbitrage: An Anatomy of Market Corners

                            
                                By
                                    
                                    
                                        
                                        Franklin Allen, 
                                        
                                    
                                        
                                        Lubomir P. Litov, ...
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					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-l200 in   0.105 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	
