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Study on execution problem in off-exchange trading and market stabilization
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We constructed the fee structure for off-exchange trading for a
institutional investor where the stock price used in off-exchange trading is the closing price on
the stock exchange. Numerical analysis shows that institutional investors using automated
algorithmic trading will use the off-exchange trading venue as a place for manipulating the price if

the transaction fee in that venue is lower than the certain level. From this perspective, by
keeping the transaction fee of the off-exchange trading above the level, a proper price formation i

the stock exchange can be realized.
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