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Abstract

We focus on the extent of information-driven trading sourced from the behavior of
market makers on an emerging market. We develop a methodology based on the Easley et
al. (1996) model in order to estimate the extent of informed trading originating from the
behavior of Czech market makers on the Prague Stock Exchange (PSE). Based on the high
percentage of block trades in the years 2003-05, the market makers focusing on large
customers may have a significant source of private information on the PSE. Significant
differences in the behavior of market makers lead us to conclude that these differences
remarkably affect the extent of information-driven trading. Under current regulation,
market makers are able to protect their private information and not reveal it for a
surprisingly long period of time. Our study contributes to the detection mechanisms of
regulatory authorities on the emerging markets in identifying the suspicious behavior of
particular market participants.

Abstrakt

V na$i studii se zaméfujeme na odhad rozsahu obchodovani na zakladé
nevefejnych informaci pramenici ze zptisobu chovani tviirc trhu na malém rozvijejicim
se kapitalovém trhu. Vzhledem k vysokému procentu blokovych obchodii v letech 2003-
05 mohli tviirci trhu zamétujici se na velké investory ziskat vyznamny zdroj nevefejnych
informaci. RozSifenim modelu Easley et al. (1996) jsme navrhli metodologii, kterd
umoziuje analyzovat specifické chovani market makerd na ¢eském kapitdlovém trhu a
vliv tohoto chovani na obchodovéani na zdkladé nevefejnych informaci. Vzhledem k
vyraznym rozdilim v chovani jednotlivych market maker nase vysledky, nikoliv
ptekvapivé, naznacuji, Ze ¢esti tvirci trhu maji vyznamny vliv na rozsah obchodovani na
zakladé nevefejnych informaci. Z nasich vysledkt déale vyplyvéa, ze za soucasného
regulatorniho ramce jsou tvlrci trhu schopni obchodovat na zéklad¢ urcité informace po
ptekvapivé dlouhé casové obdobi. Tato studie by mohla prispét ke zlepSeni detekénich
mechanismii regulatornich organii v CR, jelikoz naSe metodologie umoziuje detekci
nestandartniho chovéni jednotlivych tvtrct trhu.
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