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A Study for Formation Principles
of Dynamic Connection Structure

between Stocks in Korean Stock
Market

Seunghwan Kim* - Cheoljun Um**  Uncheol Lee”

(abstract)

This paper introduces an observable connection structure between stocks in Korean stock
market and investigates the formation principles of the observed connection structure between
stocks in economic views. Several recent studies have been attempting to explain that the
connection structure between stocks is organized by Power-Law distribution, this implies
that most stocks have a few links, but only a few stocks have very large number of links.
Therefore, we want to investigate the reason about why the connection structure between
stocks exhibited by Mantegna's approach is Power-Law distribution. As a result, we found
that the number of connection between stocks is determined by market factors and specific
firm factors among many other factors. In addition, if a stock is more affected by common
factors(market) than specific firm factors, the stock has large number of links with other
stocks, otherwise more affected by specific firm factors, the stock has a few links,
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