
Volatility amplified in Korea and Taiwan: We remain Overweight Korea and 
Taiwan, supported by solid tech fundamentals and attractive valuations. However, 
the surge in leveraged ETF AUM, options implied volatility, and margin balances has 
created a structural environment in which dealer gamma rebalancing mechanically 
amplifies daily price moves — more acutely in Korea. We recommend maintaining 
core positions with derivative overlays to manage near-term drawdown risk, with 
put spread collars offering a cost-efficient hedge relative to outright puts or put 
spreads; any technical correction driven by these positioning dynamics would, in our 
view, present a tactical opportunity to add exposure. 

Leveraged ETFs at record scale: Korea and Taiwan LETF AUM have reached 
US$40bn and US$9bn (+380% and +280% YTD), with leveraged exposure at ~2.6% 
and ~0.6% of market free float. Around 70% of Korea’s AUM growth since 2025 has 
been return-driven rather than flow-driven, implying that effective gamma exposure 
has expanded passively and tends to unwind procyclically during drawdowns. 

Large and concentrated rebalancing flows: The daily leverage-restoration 
mechanism generates systematic end-of-day flows. A 5% market move would 
imply ~US$4.7bn (Korea) and ~US$1.1bn (Taiwan) of dealer delta rebalancing 
(~13% and ~3% of daily turnover). At the single-stock level, estimated flows in SK 
Hynix, Samsung Electronics, and TSMC could exceed 20% of ADV, amplified by 
their large index weights and dedicated single-stock LETF products. 

Options add a procyclical channel: Dealers writing puts for institutional hedging 
demand and calls for retail upside positioning are likely net short gamma on both 
sides, adding intraday rebalancing pressure on top of LETF flows. Korea’s 3M implied 
volatility has risen to ~80% (vs. ~20% a year ago), with skew near recent highs and 
the term structure in backwardation, indicating increased near-term uncertainty and 
a front-loaded dealer short gamma position. Taiwan’s 3M implied volatility has also 
risen to ~40%, but with compressed skew and a near-flat term structure, pointing to 
more stable and orderly dealer gamma dynamics. 

Margin risk mainly concentrated in newer positions: Korea’s margin loans 
(~US$26bn, ~0.8% of free float) and Taiwan’s (~US$14bn, <0.4% of free float) remain 
moderate in normalized terms following the equity rally, with Taiwan’s aggregate 
margin coverage ratio at ~180%, well above the 130% maintenance threshold. 
System-wide stress appears contained, while newer leveraged positions are more 
exposed in a higher-volatility environment.
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Rising leveraged ETF exposure and dealer gamma rebalancing amplify end-of-day procyclical flows 
 
 

 

 

 

Exhibit 1: Korea’s leveraged ETF AUM has risen to US$40bn 
at peak (leveraged exposure at 2.6% of market free float); 
Close to half of the notional is from foreign-domiciled 
products, amplifying cross-border rebalancing flows 

 

Exhibit 2: Taiwan’s leveraged ETF AUM has reached over 
US$9bn (leveraged exposure at 0.5-0.6% of market free 
float), roughly one-fifth of Korea’s, and is predominantly 
domestically issued 
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Source: EPFR, Goldman Sachs Global Investment Research
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Exhibit 3: LETF dealer gamma rebalancing is procyclical 
and can exceed 20% of Korea’s market ADV on large-move 
days, with buy-the-dip inflows and elevated selling 
outflows reinforcing the dynamic 

 

Exhibit 4: Taiwan’s dealer gamma rebalancing flows 
remain modest at <2% of daily turnover even on large 
move days, roughly 10x smaller than Korea on a 
flow/turnover basis 
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Source: Bloomberg, EPFR, Refinitiv, Goldman Sachs Global Investment Research
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Exhibit 5: Leveraged ETF Daily Rebalancing Flows: We estimate a 5% market move implies 
~US$4.7bn for Korea (~13% of daily turnover) and ~US$1.1bn for Taiwan (~3%) of dealer 
gamma rebalancing; impacts on mega-caps such as Samsung Electronics, SK Hynix, and 
TSMC could exceed 20% of ADV, amplified by their large index weights and dedicated 
single-stock LETF products 
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Note: Dealers trade with the daily market move to restore target exposure for each leveraged/inverse ETF; 
delta rebalancing flows are estimated by (L² − L) × NAV × daily return (e.g., a 2× fund trades ~2× its return). 
We aggregate across all products, weighted by AUM and index constituent weights

 
 

Source: Bloomberg, EPFR, Refinitiv, Goldman Sachs Global Investment Research

 

Exhibit 6: List of Korea and Taiwan stocks most exposed to dealer gamma-hedging flows 
from leveraged and inverse ETFs 
Stocks that could experience >US$10mn of LETF rebalancing flows and >7.5% of 1M ADV under a 5% 
market move, as of June 12 

>US$10mn >7.5%

BBG Ticker Company Name
Listed 

Market Cap 
(US$mn) 

1M ADVT 
(US$mn) 

L&I ETFs Dealer 
Gamma-Hedge 

Rebal Flows per 
5% Mkt Moves 

Flows 
as % of 
1M ADV 

000660 KP SK Hynix 978,941 8,201 US$ 2,038 mn 25%
005930 KP Samsung Electronics 1,142,807 6,904 1,454 21%
006400 KP Samsung SDI 26,263 326 33 10%
005490 KP POSCO 18,546 159 28 18%
012450 KP Hanwha Aerospace 34,182 181 26 14%
086520 KQ Ecopro 9,658 141 26 18%
196170 KQ ALTEOGEN 12,156 151 25 17%
105560 KP KB Financial 35,130 160 23 15%
247540 KQ Ecopro BM 10,508 99 21 21%
373220 KP LG Energy Solution 58,821 173 21 12%
055550 KP Shinhan Financial 30,069 104 20 19%
028260 KP SAMSUNG C&T 43,468 207 19 9%
000270 KP Kia 39,817 198 18 9%
051910 KP LG Chem 14,607 106 16 15%
032830 KP Samsung Life Insurance 47,725 137 15 11%
086790 KP Hana Financial 20,592 80 15 18%
010140 KP Samsung Heavy Industries 14,555 124 14 11%
009540 KP HD Korea Shipbuilding & Engineering 17,374 80 14 17%
068270 KP Celltrion 24,082 89 13 15%
267260 KP HD Hyundai Electric 24,344 150 12 8%
064350 KP Hyundai Rotem 13,443 86 12 14%
028300 KQ HLB 4,128 29 11 37%
000810 KP Samsung F&M Insurance 19,352 88 11 12%
316140 KP Woori Financial 14,469 53 10 20%
034730 KP SK 27,255 107 10 10%

2330 TT TSMC 1,842,602 2,693 609 23%
2891 TT CTBC Financial 41,946 125 12 10%
2882 TT Cathay Financial 46,556 135 10 8%

Korea

Taiwan

Note: Delta rebalancing flows are estimated by (L² − L) × NAV × daily return (e.g., a 2× fund trades ~2× its return). 
We aggregate across all products, weighted by AUM and index constituent weights. Data as of Jun 12, 2026

 
 

Source: FactSet, Bloomberg, EPFR, Refinitiv, Goldman Sachs Global Investment Research
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Exhibit 7: Over 70% of Korea’s LETF AUM growth since 
2025 has been return-driven rather than flow-driven; 
effective gamma exposure has expanded passively and 
tends to unwind procyclically during drawdowns 

 

Exhibit 8: Taiwan’s LETF AUM growth has shifted to being 
inflow-driven in 2026 YTD (>50%), suggesting active retail 
participation that sustains dealer short gamma exposure 
through the cycle 
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Source: EPFR, Bloomberg, Refinitiv, Goldman Sachs Global Investment Research
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Exhibit 9: Korea’s leveraged ETFs have traded at a NAV 
premium through recent drawdowns, consistent with 
persistent retail buy-the-dip demand and functioning 
arbitrage 

 

Exhibit 10: Taiwan’s leveraged ETFs have maintained a 
stable NAV premium over recent months, reflecting steady 
retail demand with lower premium volatility than Korea 
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Source: EPFR, Bloomberg, Refinitiv, Goldman Sachs Global Investment Research
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Exhibit 11: Korea has 9 LETF products with AUM above 
US$1bn; foreign-listed products account for ~half of total 
notional gamma exposure, which may be 
underrepresented in domestic-only frameworks 

 

Exhibit 12: Taiwan’s Leveraged ETF exposure is 
concentrated in domestic and broad-market products, 
limiting the concentration risk seen in Korea 
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Source: EPFR, Bloomberg, Refinitiv, Goldman Sachs Global Investment Research
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Rising options open interest and elevated implied volatility add to dealer gamma-hedging flows 
 
 

 

 

 

Exhibit 13: Korea’s options gross notional OI has reached 
new highs but remains mid-range relative to cap; dealer 
gamma exposure is material but not at historical extremes 

 

Exhibit 14: Taiwan’s options gross notional OI remains 
structurally low, implying modest options-driven dealer 
gamma rebalancing flows relative to Korea 
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Source: KRX, FactSet, Goldman Sachs Global Investment Research

 
 

Source: TAIFEX, FactSet, Goldman Sachs Global Investment Research

 

Exhibit 15: KOSPI200 3M implied vol at ~80%, with the 
term structure in backwardation, indicating increased 
near-term uncertainty and a front-loaded dealer short 
gamma position 

 

Exhibit 16: TAIEX 3M implied vol doubled to ~40% YTD; a 
near-flat/contango term structure signals more stable, 
orderly dealer gamma flows than Korea 
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Source: Bloomberg, Goldman Sachs Global Investment Research
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Exhibit 17: KOSPI200 3M implied vol rose with elevated 
put/call skew, reflecting increased downside protection 
demand; put spread collars remain cost-efficient 

 

Exhibit 18: TAIEX implied vol rose with compressed skew; 
dealers short gamma on both sides add two-way 
procyclical rebalancing pressure 
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Margin balances reached record highs, but system-wide stress remains contained, while newer 

leveraged positions are more vulnerable 
 
 

 

 

Exhibit 19: Korea’s margin loans reached a record 
~US$26bn, while the free-float ratio has eased to 0.8% 
from ~1.3% in 2025 as the equity rally outpaced leverage 
growth 

 

Exhibit 20: Taiwan’s margin loans rose to ~US$14bn but 
remain at the lower end of the range at <0.4% of free 
float, around half of Korea’s level 
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compliance report can be found at this link: https://publishing.gs.com/content/site/india-annual-compliance-report.html.  Japan: See below.  Korea: 
This research, and any access to it, is intended only for “professional investors” within the meaning of the Financial Services and Capital Markets Act, 
unless otherwise agreed by Goldman Sachs. Further information on the subject company or companies referred to in this research may be obtained 
from Goldman Sachs (Asia) L.L.C., Seoul Branch.  New Zealand: Goldman Sachs New Zealand Limited and its affiliates are neither “registered banks” nor 
“deposit takers” (as defined in the Reserve Bank of New Zealand Act 1989) in New Zealand. This research, and any access to it, is intended for 
“wholesale clients” (as defined in the Financial Advisers Act 2008) unless otherwise agreed by Goldman Sachs. A copy of certain Goldman Sachs 
Australia and New Zealand disclosure of interests is available at: https://www.goldmansachs.com/disclosures/australia-new-zealand/index.html.  
Russia: Research reports distributed in the Russian Federation are not advertising as defined in the Russian legislation, but are information and analysis 
not having product promotion as their main purpose and do not provide appraisal within the meaning of the Russian legislation on appraisal activity. 
Research reports do not constitute a personalized investment recommendation as defined in Russian laws and regulations, are not addressed to a 
specific client, and are prepared without analyzing the financial circumstances, investment profiles or risk profiles of clients. Goldman Sachs assumes no 
responsibility for any investment decisions that may be taken by a client or any other person based on this research report.  Singapore: Goldman Sachs 
(Singapore) Pte. (Company Number: 198602165W), which is regulated by the Monetary Authority of Singapore, accepts legal responsibility for this 
research, and should be contacted with respect to any matters arising from, or in connection with, this research.  Taiwan: This material is for reference 
only and must not be reprinted without permission. Investors should carefully consider their own investment risk. Investment results are the 
responsibility of the individual investor.  United Kingdom: Persons who would be categorized as retail clients in the United Kingdom, as such term is 
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defined in the rules of the Financial Conduct Authority, should read this research in conjunction with prior Goldman Sachs research on the covered 
companies referred to herein and should refer to the risk warnings that have been sent to them by Goldman Sachs International. A copy of these risks 
warnings, and a glossary of certain financial terms used in this report, are available from Goldman Sachs International on request.   

European Union and United Kingdom: Disclosure information in relation to Article 6 (2) of the European Commission Delegated Regulation (EU) 
(2016/958) supplementing Regulation (EU) No 596/2014 of the European Parliament and of the Council (including as that Delegated Regulation is 
implemented into United Kingdom domestic law and regulation following the United Kingdom’s departure from the European Union and the European 
Economic Area) with regard to regulatory technical standards for the technical arrangements for objective presentation of investment 
recommendations or other information recommending or suggesting an investment strategy and for disclosure of particular interests or indications of 
conflicts of interest is available at https://www.gs.com/disclosures/europeanpolicy.html which states the European Policy for Managing Conflicts of 
Interest in Connection with Investment Research.   

Japan: Goldman Sachs Japan Co., Ltd. is a Financial Instrument Dealer registered with the Kanto Financial Bureau under registration number Kinsho 69, 
and a member of Japan Securities Dealers Association, Financial Futures Association of Japan Type II Financial Instruments Firms Association, and 
Investment Management Association of Japan. Sales and purchase of equities are subject to commission pre-determined with clients plus consumption 
tax. See company-specific disclosures as to any applicable disclosures required by Japanese stock exchanges, the Japanese Securities Dealers 
Association or the Japanese Securities Finance Company.   

Global product; distributing entities 
Goldman Sachs Global Investment Research produces and distributes research products for clients of Goldman Sachs on a global basis. Analysts based 
in Goldman Sachs offices around the world produce research on industries and companies, and research on macroeconomics, currencies, commodities 
and portfolio strategy. This research is disseminated in Australia by Goldman Sachs Australia Pty Ltd (ABN 21 006 797 897); in Brazil by Goldman Sachs 
do Brasil Corretora de Títulos e Valores Mobiliários S.A.; Public Communication Channel Goldman Sachs Brazil: 0800 727 5764 and / or 
contatogoldmanbrasil@gs.com. Available Weekdays (except holidays), from 9am to 6pm. Canal de Comunicação com o Público Goldman Sachs Brasil: 
0800 727 5764 e/ou contatogoldmanbrasil@gs.com. Horário de funcionamento: segunda-feira à sexta-feira (exceto feriados), das 9h às 18h; in Canada 
by Goldman Sachs & Co. LLC; in Hong Kong by Goldman Sachs (Asia) L.L.C.; in India by Goldman Sachs (India) Securities Private Ltd.; in Japan by 
Goldman Sachs Japan Co., Ltd.; in the Republic of Korea by Goldman Sachs (Asia) L.L.C., Seoul Branch; in New Zealand by Goldman Sachs New Zealand 
Limited; in Russia by OOO Goldman Sachs; in Singapore by Goldman Sachs (Singapore) Pte. (Company Number: 198602165W); and in the United States 
of America by Goldman Sachs & Co. LLC. Goldman Sachs International has approved this research in connection with its distribution in the United 
Kingdom.  

Goldman Sachs International (“GSI”), authorised by the Prudential Regulation Authority (“PRA”) and regulated by the Financial Conduct Authority 
(“FCA”) and the PRA, has approved this research in connection with its distribution in the United Kingdom. 

European Economic Area: Goldman Sachs Bank Europe SE (“GSBE”) is a credit institution incorporated in Germany and, within the Single Supervisory 
Mechanism, subject to direct prudential supervision by the European Central Bank and in other respects supervised by German Federal Financial 
Supervisory Authority (Bundesanstalt für Finanzdienstleistungsaufsicht, BaFin) and Deutsche Bundesbank and disseminates research within the 
European Economic Area.  

General disclosures 
This research is for our clients only. Other than disclosures relating to Goldman Sachs, this research is based on current public information that we 
consider reliable, but we do not represent it is accurate or complete, and it should not be relied on as such. The information, opinions, estimates and 
forecasts contained herein are as of the date hereof and are subject to change without prior notification. We seek to update our research as 
appropriate, but various regulations may prevent us from doing so. Other than certain industry reports published on a periodic basis, the large majority 
of reports are published at irregular intervals as appropriate in the analyst’s judgment. 

Goldman Sachs conducts a global full-service, integrated investment banking, investment management, and brokerage business. We have investment 
banking and other business relationships with a substantial percentage of the companies covered by Global Investment Research. Goldman Sachs & Co. 
LLC, the United States broker dealer, is a member of SIPC (https://www.sipc.org).  

Our salespeople, traders, and other professionals may provide oral or written market commentary or trading strategies to our clients and principal 
trading desks that reflect opinions that are contrary to the opinions expressed in this research. Our asset management area, principal trading desks and 
investing businesses may make investment decisions that are inconsistent with the recommendations or views expressed in this research. 

We and our affiliates, officers, directors, and employees will from time to time have long or short positions in, act as principal in, and buy or sell, the 
securities or derivatives, if any, referred to in this research, unless otherwise prohibited by regulation or Goldman Sachs policy.  

The views attributed to third party presenters at Goldman Sachs arranged conferences, including individuals from other parts of Goldman Sachs, do not 
necessarily reflect those of Global Investment Research and are not an official view of Goldman Sachs. 

Any third party referenced herein, including any salespeople, traders and other professionals or members of their household, may have positions in the 
products mentioned that are inconsistent with the views expressed by analysts named in this report. 

This research is focused on investment themes across markets, industries and sectors. It does not attempt to distinguish between the prospects or 
performance of, or provide analysis of, individual companies within any industry or sector we describe. 

Any trading recommendation in this research relating to an equity or credit security or securities within an industry or sector is reflective of the 
investment theme being discussed and is not a recommendation of any such security in isolation. 

This research is not an offer to sell or the solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would be illegal. 
It does not constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs of individual 
clients. Clients should consider whether any advice or recommendation in this research is suitable for their particular circumstances and, if appropriate, 
seek professional advice, including tax advice. The price and value of investments referred to in this research and the income from them may fluctuate. 
Past performance is not a guide to future performance, future returns are not guaranteed, and a loss of original capital may occur. Fluctuations in 
exchange rates could have adverse effects on the value or price of, or income derived from, certain investments.  

Certain transactions, including those involving futures, options, and other derivatives, give rise to substantial risk and are not suitable for all investors. 
Investors should review current options and futures disclosure documents which are available from Goldman Sachs sales representatives or at 
https://www.theocc.com/about/publications/character-risks.jsp and https://www.goldmansachs.com/disclosures/cftc_fcm_disclosures. Transaction 
costs may be significant in option strategies calling for multiple purchase and sales of options such as spreads. Supporting documentation will be 
supplied upon request.  

Differing Levels of Service provided by Global Investment Research: The level and types of services provided to you by Goldman Sachs Global 
Investment Research may vary as compared to that provided to internal and other external clients of GS, depending on various factors including your 
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individual preferences as to the frequency and manner of receiving communication, your risk profile and investment focus and perspective (e.g., 
marketwide, sector specific, long term, short term), the size and scope of your overall client relationship with GS, and legal and regulatory constraints.  
As an example, certain clients may request to receive notifications when research on specific securities is published, and certain clients may request 
that specific data underlying analysts’ fundamental analysis available on our internal client websites be delivered to them electronically through data 
feeds or otherwise. No change to an analyst’s fundamental research views (e.g., ratings, price targets, or material changes to earnings estimates for 
equity securities), will be communicated to any client prior to inclusion of such information in a research report broadly disseminated through 
electronic publication to our internal client websites or through other means, as necessary, to all clients who are entitled to receive such reports. 

All research reports are disseminated and available to all clients simultaneously through electronic publication to our internal client websites. Not all 
research content is redistributed to our clients or available to third-party aggregators, nor is Goldman Sachs responsible for the redistribution of our 
research by third party aggregators. For research, models or other data related to one or more securities, markets or asset classes (including related 
services) that may be available to you, please contact your GS representative or go to https://research.gs.com. 

Disclosure information is also available at https://www.gs.com/research/hedge.html or from Research Compliance, 200 West Street, New York, NY 
10282. 

© 2026 Goldman Sachs.  

You are permitted to store, display, analyze, modify, reformat, and print the information made available to you via this service only for your own use.  
You may not resell or reverse engineer this information to calculate or develop any index for disclosure and/or marketing or create any other derivative 
works or commercial product(s), data or offering(s) without the express written consent of Goldman Sachs. You are not permitted to publish, transmit, 
or otherwise reproduce this information, in whole or in part, in any format to any third party without the express written consent of Goldman Sachs. 
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