RESEARCH - MARKET STRUCTURE - AUGUST 2026

The Interval
Problem

Why one index, over one month, produced three irreconcilable stories, and what that implies

about how often anyone should look.

UPDATE MONDAY, AUGUST 3, 2026

The Kospi opened sharply lower in Seoul and triggered a five-minute

program trading suspension after falling more than five percent at the open.
The index closed at 6,257.45, down 338.00 points, or 5.12 percent, with
Samsung Electronics off 6.86 percent and SK Hynix off 716 percent. That is

seventy-two hours after the largest single-day gain in the index's history.

The piece below was written on Saturday. Its arithmetic runs through the
July 31 close and has not been restated. The instrument in the final section

does keep running, and it now includes this session.

Since then: a chart comparing this decline with the four largest collapses in
Asian market history put Korea's at the top. Which of the five is worst

changes hands five times depending on where you stop measuring.

driftwoodwealth.com/the-interval-problem.html

On Friday, July 31, 2026, Korea's Kospi Composite rose 17.9 percent. It was the

largest single-day gain in the index's history.
That same month, the index fell 22.2 percent. Also a record, in the other direction.

Both statements are true. Both describe the same twenty-two trading sessions.
Neither is a technicality or a rounding artifact. The difference between them is not

the data. It is the interval over which the data was measured.
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That distinction sounds academic until you notice that it governs almost everything

an investor believes about their own portfolio.
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The July sequence

Some context is owed before the arithmetic. The Kospi entered July at 8,476.48,
up 96.7 percent on the year, and the index had become a proxy for two
companies. Samsung Electronics and SK Hynix carried more than half its market
capitalization, and once single-stock leveraged products are counted, the pair
regularly exceeded 70 percent of daily turnover. Korea had not so much doubled

as its memory sector had, and the benchmark came along.

Leverage came next. Korean exchanges approved two-times leveraged single-
stock ETFs on both names in May, and retail money moved in. Assets in leveraged
products tied to Korean equities grew from under $10 billion at the start of the year
to roughly $50 billion by late June, while outstanding margin loans reached a
record 29.2 trillion won in early July. By late July those same products held about
$17 billion. Citigroup put cumulative retail losses through the forced unwind at
roughly $38.7 billion.

Then the inputs turned. The Bank of Korea raised rates for the first time since 2023,
the global Al trade cooled, and on July 28 came reports that China had begun
mass production of domestic DUV lithography tools. SK Hynix reported record
second-quarter revenue of 79.3 trillion won the following day and still missed

consensus, which was 84 trillion.

YEAR-TO-DATE VOLATILITY

63%

Kospi, to end-July. Bitcoin over the same period: 48 percent.

The scale is easier to see from the top. The index closed at 9,114.55 on June 22 and
at 5,693.56 on July 30, a decline of 38.6 percent across twenty-seven trading
sessions. Bloomberg data at the end of July put the Kospi's year-to-date return
volatility at 63 percent, against 48 percent for Bitcoin over the same period.

The decline itself was faster than most coverage suggested. July 2 fell 7.9 percent,
and by the close on July 13 the index sat at 6,806.93, having given back 19.7
percent in nine trading sessions. What followed was less a slide than a sequence of
shocks: a 10.8 percent drop on July 28, the second-worst session of the year, then
6.0 percent the next day, leaving the index at 5,593.56 on July 30.
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Then July 31 gained 17.9 percent.

FIGURE 1 ONE MONTH, SESSION BY SESSION
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Ten of the month's twenty-two sessions moved more than five percent in one
direction or the other. Across the year to that point, thirty-two of one hundred forty-
two did, and they did not arrive evenly: seven in March, seven in June, ten in July.
Volatility is not spread across a calendar. It arrives in weather.

02

Three frames, one dataset

Look at the month and you see a collapse of 22.2 percent. Look at Friday and you
see the best session the index has ever recorded. Look at the year and you see the
Kospi up 53.0 percent through July 31.

All three are accurate. All three are computed from identical closing prices. An
investor who checked once on June 30 and again on July 31 experienced

a catastrophe. An investor who checked once in January and again on July
31 experienced an excellent seven months. They held the same asset for the

same period.
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FIGURE 2 THE SAME SEVEN MONTHS, DRAWN ONCE
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Cumulative return from the first close of 2026. The three readings the previous
paragraph describes are marked on it. The data did not change between them.
Only the sampling frequency did.

03

Why the best day arrives inside the worst month

The obvious reading is that Korea is unusually volatile and therefore unusually
prone to this effect. That reading is too comfortable. Korea makes the problem

legible because the magnitudes are large. It does not create the problem.

The more useful observation is that the large moves cluster. The worst session of
2026 was March 4, down 12.1 percent. The next session, March 5, gained 9.6
percent. The second-worst session was July 28. The best session in the index's

history came three frading days later.

Good days and bad days are not distributed like coin flips across a calendar. They

arrive together, out of the same weather system, and they are frequently adjacent.
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A second measurement problem, same shape

There is a pattern worth noting, because it explains why the moves
were violent rather than merely large. On July 7, Samsung reported a
roughly nineteen-fold jump in preliminary operating profit, to about
89.4 trillion won, and the stock fell 6.9 percent because revenue
landed just under consensus. Three weeks later SK Hynix set a revenue

record and was punished for missing an estimate.

In both cases the results were excellent and the expectations were
higher. A number is being scored against a reference point nobody
chose deliberately, and the reference point is doing more work than

the number.

04

The arithmetic of stepping out

This is where the interval stops being an abstraction and starts costing money, and
the arithmetic is worth sitting with.

COST OF ONE SESSION

23.2 pts

July 31 alone, out of a 53.0 percent year.

An investor who held the Kospi from January 2 through July 31, 2026 earned 53.0
percent. An investor who held the same index and missed only July 31, a single
session, earned 29.8 percent. One day accounted for 23.2 percentage points of
the year.

Widen it and the effect compounds. Without the three best sessions the year
returns 9.2 percent. Without the five best it is negative, at minus 6.9 percent, in a
market that finished up 53.0 percent, and without the ten best the position is down

31.8 percent.
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INSTRUMENT

Remove the best sessions, one at a time

The same index over the same seven months, held confinuously except for the
sessions removed. Missing a session means not holding through it, which is what

stepping out actually does.
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Holding every session returned +53.0%. Missing the single best session leaves
+29.8%. The year goes flat at 4 sessions missed and reaches —31.8% without the
ten best, in a market that finished up +53.0%.

The arithmetic is not an argument for enduring volatility as a matter of character. It
is a structural observation about when the best sessions occur. They occur inside
the worst stretches, because that is when prices are dislocated enough to move
that far. An investor who sold on July 30 to stop the pain was positioned to miss
July 31 by exactly one session.
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An interval you did not choose

Every investor has a measurement interval, and very few have chosen one.

For most households the interval is set by infrastructure rather than intention. A
custodial statement arrives monthly, so the month becomes the unit. An application
updates continuously, so the day becomes the unit, or the hour. A headline arrives
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when something has already happened, which makes the interval whatever the
news cycle decides it should be.

None of those intervals were selected against a goal. They were inherited from
whatever system happened to be delivering the information. And because the
interval determines what gets experienced as a gain or a loss, it quietly shapes
behavior. It decides what feels survivable and when someone picks up the phone.
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INSTRUMENT

Choose the interval, and see what it shows you

One index, one period, four checking habits. The faint line is every close. The

marked line is what an investor on that cadence would ever have seen. This one

runs through the most recent close, so it includes today's session in Seoul.
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4

DEEPEST FALL YOU SAW

-26.2%

June 30 to August 3

MAY JUN JUL

WORST SINGLE READING

-26.2%

Reading of August 3

RETURN OVER THE PERIOD

+45.2%

Identical on every cadence

Checking every quarter over this period meant 4 readings, a worst single reading

of —26.2%, and a deepest observed fall of —=26.2%. The daily observer saw

-38.6%. The money did the same thing in both cases.
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Two things in that table deserve attention, and they point in opposite directions.

The first is the last column. The return over the period is identical on every
cadence, because the cadence never touched the money. It only fouched what the

investor knew.

The second is the second column, which does not fall as the interval lengthens. It
rises. The investor checking weekly never received worse news than a 10.6 percent
decline. The investor checking monthly opened one statement that was down 22.2
percent, because a month is wide enough to hold the entire collapse in a single
reading. Looking less often does not reduce what you feel. It concentrates

it. Anyone who has opened a quarterly statement after a bad quarter already
knows this.

A plan that does not specify its own measurement interval will have

one assigned to it.

The interval is not only a matter of feeling, which is the part that gets written about.
It is also the trigger on a set of irreversible decisions. Selling inside a drawdown
converts a paper loss info a realized one, and it does so in a specific tax year,
against a specific cost basis, with specific consequences for the harvesting that
was scheduled for December and for the gain the household was going to
recognize next year at a lower rate. The custodian that set the interval is not
coordinating any of that. Whatever chose the interval is, in practice, choosing
when the household transacts. For most people, nothing chose it.
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Two honest objections

It does not mean checking less is a strategy. Ignoring a portfolio is not the same as
holding one deliberately, and the difference shows up precisely when something
needs attention.

It does not mean volatility is harmless. A household drawing income from a
portfolio experiences a 22 percent month differently than one contributing
to it, and the sequence in which returns arrive is a real risk rather than a
psychological one.
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What it does mean is narrower. The interval is doing more work than most people
realize, and it happens to be the one variable in the exercise an investor actually
controls. Nobody chooses the return or the volatility or the day the rebound lands.
They choose how often they look, and what they have agreed in advance to do
about what they see.

The part worth keeping

Korea will keep being volatile or it will not. That was never the
interesting part. The interesting part is that two investors held the
same index for the same seven months, and one of them had a very

good year while the other had a crisis.

Alec Messino
Driftwood Wealth

Data: Kospi Composite (KST1) daily closing levels, January 2, 2026 onward, retrieved from the Yahoo Finance
chart APl and dated in Korea Standard Time. Every figure and every chart on this page is computed from that
one series by scripts/kospi_interval.py rather than entered by hand, so the prose, the exhibits and the
instruments cannot disagree with each other. Returns are computed from closing prices and exclude
dividends. The two instruments sample period-end closes and always include the first and most recent close in

the window.

Everything else: Index weights, leveraged-product balances, margin loan totals, monetary policy and
company results as reported by Reuters, Yahoo Finance, LSEG, Bloomberg, Korea JoongAng Daily and other
market press, July and August 2026.

Print edition: This piece is also available as a PDF, cut from this page with the inferval instrument set to

quarterly and the ladder to five sessions missed.

Limits: The missed-session figures are arithmetic illustrations of index returns. They are not an account, not an
investable product, and not a strategy: no one could have known in advance which sessions to miss, which is
the point being made rather than a caveat against it. Past performance does not indicate future results. This

material is for informational purposes only and is not investment advice or a recommendation.
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Educational, not investment, tax, or legal advice. This piece describes how Driftwood thinks about measuring investment results; it is
not a recommendation, a forecast, or a guarantee of any result, and nothing in it is a view on any security, index, or market mentioned.
lllustrations are hypothetical and depend on individual circumstances. Driftwood Wealth is the private-wealth practice of Alec Messino.
Securities products and advisory services offered through Park Avenue Securities LLC (PAS), member FINRA, SIPC. Alec Messino is a
Registered Representative and Financial Advisor of PAS. Driftwood Wealth is not an affiliate or subsidiary of PAS. All figures are

illustrative models for educational purposes, not investment, tax, or legal advice, and not a recommendation. Privacy Policy - Terms of
Use.
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