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Institutional Analysis of Circuit Breakers
using Artificial Stock Market
Shigeto Kobayashi and Takashi Hashimoto
School of knowledge Science, Japan Advanced Institute of Science and Technology

Abstract In various stock markets, there is a system called ‘circuit breakers’ that interrupt dealing
of stocks for a certain period when stock price changes greatly. The purpose to introduce this system is
to directly control rapid changes of stock prices and to evade a confusion of the market. However,
extremely large-scale change on a stock price that invokes the circuit breakers is so rare that empirical
research on the circuit breakers has not been possible and efficiency of the system has not been
confirmed. In this paper, we consider the influence of the circuit breakers on a stock market using an
Agent-Based Simulations “U-Mart”, by operating the period of interruption and the criterion to invoke
the circuit breakers. From experimental result, we found the followings: When the degree of the
decline is relatively small, the circuit breakers may not have an effect on suppressing the fluctuations
of stock prices. On the other hand when the degree is large, longer period successfully suppresses the
fluctuation, but the shortest one may disturb the smooth formation of stock prices.
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