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Measuring Flow Toxicity in a High Frequency World
—FEmpirical Research based on the CSI300 Index

Liu Wenwen Zhang Hejin

School of Finance Southwestern University Finance and Economics Chengdu 611130

Abstract: In recent years as the leading edge of the quantitative investment and hot issue Market microstructure and high
frequency trading has been concerned in China. But Academics” concern is not much Because of stock index futures launched
relatively late in our country. In this context we study the flow toxicity in china’s stock index futures. Order flow is regarded as
toxic when it adversely selects market makers. This paper uses the newest method Volume-Synchronized Probability of In—
formed Trading( VPIN) to measure order flow toxicity in HS300 index futures. The empirical results show that VPIN can moni-
tor the flow toxicity no matter index rose or crash. Tracking the VPIN would allow market makers or liquidity provider to control
their risk. Regulator can monitor the “quality” of liquidity provision and can pro-actively move to restrict trading or impose
market controls.

Key words: liquidity; flow toxicity; market microstructure; VPIN

(riEsmit: 3 &)

+ 0]



