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Abstract: Everbright Securities Company trading error events occurred on August 16, 2013 in Shanghai, sparked huge
volatility in Chinese stock market. The quantitative investment and program trading technology used by this company’s
proprietary department were also exposed to common Chinese stock investors. How to deal with this emerging program
trading method, either restricting its development or strengthening regulation to avoid systemic risk, becomes a practical
problem to Chinese securities regulators. This paper presents the concept of program trading on the basis of risk control
and divides it into five new types. We analyze seven potential risks and four consequent results based on an in-depth
investigation of current program trading status in China. To cope with the market impact of program trading, we propose that
we should establish a multi-level risk control system and the "pre-filing, real time monitor and post-fuse” mechanism, which
builds the mutual cooperation between exchanges and their memberships. At the meantime, we should modify Chinese
"Securities Law" and "Regulations on the management of futures", and definite the disposal principle for suspending trading

through exchanges’ fuse technology if abnormal program trading happens.
Keywords: program trading, quantitative investment, risk control, fuse technology
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