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Research on Pre-trade Transparency and Market Liquidity

ZHANG Shao-jun
(School of Finance, Zhejiang Gongshang University, Hangzhou 310018, China)

Abstract: The transparency of the securities market reveals the extent of transaction information transmission to traders.
According to the relative trading position, it can be divided into pre-trade transparency and post-trade transparency. Using
Shanghai Stock market high frequency trading data, this paper builds an econometric model and analyzes the market effect of
two important changing pre-trading transparency events. The empirical result shows that the pre-trade transparency changing has
no significant effect on market liquidity. The expansion from 3-layer bid-and-ask price to 5-layer obviously lifts the stock price,
leading to the U-shape change in volatility and trading volume. However, the 5-layer bid-and-ask price expansion to 10-layer in
level 2 shows no significant effect.
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S K AT M AT A% B, VU0 117 5 T A AT 325 41 , DR T 3 W 19 T 5 A 4l 17 4 B
DS — A~ B2 P9 %5 O Hara (1995) ' 5 SCTIT 4553 WA JE 4 5 2 5 4 3K UGS B IO BB 1, iR 17 52 B A
K fE BT 55 55 AR R T RS S5 b HTIE 4 LA B AT I A B 03 45 13 AR 55
53 5 AR (3 T 43, 5 5 R WA 58 0 R A i TR 50 5% A e R ET BRI 10 175 8 9 586 1Ty T 4
I 48 (9 R E 5 52 50 I s WA JEE4K 58 B BAAT I 0 50 5% BT 0™ 2 1 A bl B 5 5 k26 135 B 9 P 25 A

AE AR R T DL DX 43 0 42 40 B 30 117 4 ( Quote-driven Market) vt iy 0717 747 3K 352 2 o 42 (6 38
¥ AL HE LI R S 5 BT 1 U IR AR 3 2 A8 2% 2B T 7 i I 2 20 5 BT R 19 4 4 3K )
(order-driven) 52 5 WU , 175 0 /1 52 55 # 7T 4 Ty T S5 4 M IR0 8l Pk 1) S 55, 52 5% 4 11 o B HE 4 T 47
RAFAE A MY B W B e 88 R o A 8 2 7 716 T BT 9 R 40 SR 3 25 17 85, 8 1 AR A7 1 AT e O 4 4
BRI 8, E S5 58 R K S FT A 9 B DA B 5 5 A A 4 3 P A R T T L 0 19 58 0 17 B
A6 T 1 325 W1 G T T 30 , 75 6 R B it 8tk BT AT 117 95 5 3 00 R £ JB Wt 2 (1 4 3 R 05 1 22 55 % N
17 5 1 s o R ST 135 00 155 B B A A0 e S, A B T 58 5 I 5 5 B R B
325 W1 1 T 5 9 R — S 5 B 1 1 2 B, 175 98 7 VR R A A% 30 B I R B 0
T 5558 S 3 A7, BT 50 T 7 0 2

=, 3CERE

N ARAEZE By A7 B8 K I HE B b Ky Pl A T 3 2 55 38 BT 3R, 4 v 1T 39 B 28 5y RO s S Bl i (B
[958 Gy A 8 X e B 5%, S ARLn) REUER K 5 e B 17 3 2 5 RS AL FRAT R o AT 40 T 3 R A 0B W R W 7 G
T3 W EE B AT, 27 R A AE PRI (6] 9 2598 - — oUWl a50TA Sy T 37 32 W 2 ) 88 v % T T 9 18 Tk 3 1k
(Pagano and Roell,1996 ; Ekkehart Boehmer, Gideon Saar and Lei Yu,2005) 7 fE 0 IR AT 2
FELA U AT T, BT R SR IO 2 RE 0 i 1S o AT DL IX 0 3 O S P AR R B0 Z T BRI, DA T X R
M2 53 WS ST S, 0 R A 5 4 v G 1 T A v oaEs BB B 1S N AE B T 5 0 B 1
[7] i 8 I 1 1 4% 9 9 3 ( Frutos and Manzano ,2014) ™! 575 —ff W A g 5 378 WA A 408 080 B4 - 80 T
Fi sk 9 T [ (Porter and Weaver,1998) | R4 4> f) B2 48 4 115 Sk 5 5 2 1 e 1oy XS, , 386 1
15 BMESE 5 3 W58 5 AR o KA 8l M 38 5 30 45 AN S 7E o B3 B 9 il 3 v D BR 4 4 19 T X0k 4t it
G P B (Madhavan 1999 ) | 2K BI 4536 5k B T 51 JE A 3158 5 2 it 186 525 B9 Toronto T4,
B 1w 58 by 375 WY BE B I 9 TR R s 3 ) B 9t v 2% S B Bl 1k R B, O RR BE Y W R R T T 0 32 B
# (Madhavan 2005 ; Kovaleva and Tori,2015) """ 75 37 W J& ff {1 ) 11 377, % 483 7 B9 3T B A5 1) F 42 47
K& By, A BRI S W JRE S 0 L SN A A 5 B BE 48, T A I AN B B3 K T i s e A R T i sl v
58 5 3 (Gozluklu,2016 ), i W1 (4 54 0388 K 7 Bl st W AR 77 T B TR B8, R 3850 T 48K 0 0 6 B b
M\ B4R i 3l # ( Madhavan , 1996) ol

H A F I TR T AE T S EN 2 A AT AT ZE 4T A5 B R T RE R R S B AR E S sE  HE &  T M
UCH R Y78 51, 2003 4E12 A8 H L , 58 5y T X 3K 32 4 A0 119 552 ) 25 A7 i B2 AT 17 A2 B, fie e SR A AR
i AR AR S B R AT =AU LT KO AN A, JF 2P 19 A20064E8 H 1 H #fEAT Level 2
718 T4 AL B R S 5 R A R ML A AR AL, AT T 3 2 5 38 AT 3R IR 2 19 28 5 15
B G iR BB W E R 28 5 Toronto IEJ57 58 & it 28 4bL, o2& i i) & % 7% pir 51 /2 , {H. Toronto TiE 52 fir
AR RS (T h 5 3 B SRS A8 w i AR T B R R S UE IR T 3 28 B B i AR A, i
o [ 1 3K S AT 1 48 7 B AR A0 3 B R 3 & AR BB W FE i A2 AL, M T 38 by B R & k4% 1 w]
R B, S T 28 5 F AR vl AR BUE 8 R 38 K S AR BORAT O, B T A7 7 SOW ) B2 R AR U I 22
S, AT RE R B R AN A o H TRl 52 By i W R T R A e S R 0 R /D (A R T T 3 R A 4 5 3L
75 WA AR AL AR SCRIFgE A A SRl B E S LAV DIAIE 5 58 5 BT e SRR B0 T 3 W ok I vk
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A T 0 A DA W 55 05 0 00 D04 5 T T R SR W O T D SR, 4R T T R (R
2006) "5 5 W E 075 AL B T T L B R T A KV 052 5 A (X 41,2010) 1 Ak
SO U P X T A 0 T 9 AR Y E 5 17355 50 5 % Gkt e, % 6 o 48 T 48 % i 0 7
A ST SR 2 5 5 W08 8006 1153737 2 1 50, 5 95 0 5 55 25 911 800 S 5 6 L 4
i TR YL

=, RigieimEE

Tt Bl P 2 A 45 % B e P R 58 B AR TR B s A S PR AT 58 5, 2 T 3 O 45 R E 5T P i) — S TR
J7 i (James Tobin, 1958) """ | [ {5 BURAME & 42 i J5 (Jack, Treynor) "' ¥ Z WF 58 T 4R 9 Jo 45 7 42
AL 36 XF 9 7 M b6 2% A 328 1717 X 3 203 1 9 552 Wl o 5 T S A A AR R B A A X B A B, WU R N 17 52 5 5 4%
THT I 458 K 149 28 5 JRUIRS: 3405 0 A SRR 28 5 3 SR s/ T BB 28 B 100 2K s i B 4 IR 28 5 B (], DTG 7E — 8 7
BRI T T S B I s AR SO AR AR TR B AR B ER R R, BT 6 AE B ir = R B Sk R K
T AN B Sy Y T R SE S A B SN A R R AR B RIS H T R B 5 5 T a2 P B A 0 AR X T 4
Ve BB DL e 5 A O SE Sy M A B A8 By 1 W S
R 1 38 5 iy 375 BH BE 38 AN 5% Wik 25 1 37 3 s M
28 7 iy 175 WY 5 (%) A0 A8 S ST T SK S AT S B TR EE A FE =R A w T OB AR A A, P —
TR BB B AR A SRR b DT X RS A AN 7 L SRS B 25 58 R B 5 I Bl P G TR Sk AR
P51 3538 Ty 0 0, LA SR AR IR T 37 38 S B U A TR0 R A X6 3K 52 M 25 R Al I B i T sl v o 555 [
S SCRRIT A5 6 TR IE 48 2 3K 30 22 7 19 SE B, ok ISR T34 H 38 5 1 H AL 8 38 SR 28 5 M o o 5 4%
22 5 1 25 B BRE eRCAR X6 T 3 3 sl v R )
L= ln/l + allnT/OZ + azlnF + oD + & (1)
Hodr LR g shb A 220 i it Inw S S5 A5 22 H RS M % S S5 B0, InVol Ay IR 257 349 58 ) 4t
S, InF SRy BRESE (- 35 H D% SR B, D o HE AR B S S A S 8 R ) OAE R O, AR SR B 1
JRESE © AESE ¢ H AN 25 5 Bk 3K Sz A 25 S U E A B B8 L TR I TR (2)
z (“,’k - bjk) ]
= x 100% (2)
172% (a; +b,)

Fovb,m o R S5 5 80, LA 2 TF AR R, B S S AT 19 S8 I 48 3 i BICR mi A 3 = 5, ks
Ja 5 8 105a,,k = 1,2, L N RAATH IR jEZ S W kAL, b, b = 1,2, L R KA

B SR ER BB Ty BIER kA I A - B 2208 1L, = %z spread,, ,n 7 Ek 4 5E ) ARG KA

B 2 58 5 il a5 W B2 B AN 2 e H A i 3 36
XS RS c HIY H S R

m

1
spread, = - 2

j=1

(dayhigh, - daylow,)
[1/2(dayhigh, + daylow, ) ]
Horp dayhigh, 525 B R Eem M, daylow, J 25 REARM , W A4 09 F 3 P sh % . F, =
Lz Volatility, ,n “Fy & 20 FE A B KA
n =

TR 3 58 5 il a5 W1 2 3 AN 52 iy JBe 2258 ) o
BB 42 58 5 il 35 BA 2 38 AN B2 i JBe 2 A A

Volatility, = x 100% (3)
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M, SSIE IR R K5

BEXT28 FF =R M40 358 2] A 57 A level 29715 (1 TLRG B K 2+ R4 0 07 25 14 2 45 500l 6 o0 — 3k,
P02 BT WUAR 22 5y 15 I S S48 8 A8 Ak T 4 i 50H RIS Ak A2 2 0 A B R ek S i A LI I 4 2
55 K AE N L ESOF8 B R ML B LS 52 B B4 I s MEAR , bR R AE 22 2 B, B0 FE AR B 8] 43 51 L2003
AE11 24 H 2004451 5 H 2006457 A 18 H 2006458 H 28 H , % £ 1 1] ik 22453 2538 5 K A i Z0) 1 il
T B S A M, LA R S K H A8 5 B0 LA B He e A4 S SE R 45 8 o BT AT 08 ke 1 TR) 46 5 R,
Wind % HECHE B oK BE ML BE B 1) 38 Ty A A B0 48 #2358 By B 8] 43 0 4l o0 Sk =4l ARk 1. 24 ~ 12,05,
12.08 ~12.19,12.22 ~0105 }%207. 18 ~07.31,08. 01 ~0814,0815 ~ 0828, ) F i fk M3 5 41 G1 G2,
G3K G’1.G°2 .G’ 3; A T35 5 H 142 = B | 43 50 % BEAS B0 4 B %) Wilcoxon 46 56, 1
X5 A

PR YR 5 5 Fil 25 W 38 48 0 6 T3 3 3 s A 5 i %) S AE ARG 565 285 SR n 3 1 TR, R A s TR AR R A T
1B LA KK 7 A9 5 35 1 7K T o 45 SR R TE R S N R R B PR = R O LAY I8 level 2471 135 B
R PR A 8 R F GE R AE0. 05K B L, R G155 G2.6° 15 G’ 2, U K& GLHI
G3,G’ 1R G 3114 WX 30408 [ 051 Az 56 v Rl U028 o R K880 1E, mT LUK Sk 58 5 i 38 BH 19 A8 Ak — e A
AR HE T T S I Bl P A R SR PR R T R AR e R B R 50 5 SR RN 3, DT AN BB 4 4 R 4
A5t Z BRI JE AR, R 38 5 1T W BE A 14 Jin ke 7 35 3 3 TG 3 AR o AN A 40 28 in A A
W7 S Level 247 1% AT WLASA (38 i, 48 & 7 48 m 78 S 7E ol WA B BICE R, T L5 H B
WEZW TS5 E R, — R LR T I sh M58 5 # 38 5 h ML, X T 3 0 sh M 00 o308 B AT — 2 1
PEVEVE T AN BRI R E 128 5) & $2 28 B PR 48 At A T 4R 4t T G0 2% AN, 58 5 35 S5 15 A8 I AR B A
BRI AR XoF 5 S P 7 A KT, DT S8 7 58 5 i3 B B 1) 38 08 A %o T S 0 sl ik e A 2 R )

Rl ZHWEREENETERANETLNRBER(a)

Coefficient Std. Error t-statistic Prob.
Model Variable
G G’ G G’ G G’ G G’

( Constant) 2.240 0.0264 0.402 0.0056 5.570 4.7409 0.000 " | 0.0001 **

HE L 0.024 0.0001 0.031 0. 0005 0.762 0.1637 0.453 0.8714
1 T -0.081 -0.0007 0.021 0.0002 -3.798 -2.9882 | 0.001 ™ 0.0064 ™

W BhF 0.124 0. 0002 0.074 0.0010 1.670 0.1527 0.097" 0.8798
S35 4 4H -0.305 -0.0046 0.063 0.0005 -4.842 | -10.2407 | 0.0000 ™ | 0.0000 "

( Constant) 2.218 0.02723 0.411 0.0057 5.394 4.7660 0.000 " | 0.0001 ™"
AL 0.021 0.0004 0.030 0.0005 0.696 0.8011 0.493 0.4306

2 S -0.306 | -0.0053 0.061 0.0005 -4.992 | -10.7858| 0.000" | 0.0000 "
L 5 i -0.082 | -0.0005 0.022 0. 0002 -3.660 -2.087 | 0.001™ | 0.04727
sl R 0.156 0.001 0.069 0.0011 2.240 0.8918 0.034™ 0.381

H: RRTEO. 1K W2, "RRAEO. 057K - 2, "R IRAE0. 01K 2 ™ LA R A,

P N 22 5y i 25 W B2 J 7 37 9 s M B89 Wilcoxon A6 56 BT 45 52 TE 45 2R W3R 2 7 Model 1 BT 7R, 1k
Modella H 1 Bk IE K T IERRSE, TR R PR A o« =0. UKF 1, G2 5B IL T G125
B = B T Yk 3h AT B35 A8 Ak & Modellb Il Modell e K 5645 5 b G338 5 i di oig = 5 G2Hdi
WS GUBHEH L 78 o = 0. 05/KF -, 17 37 0 e sl M AR A (2 35 1 B2 AR AL (3R P BE XS level 2471 B4R
B, JEie G2 G LJRER G 34 L G LY Sl PEBIARAF 70 25 19 22 53 B35 9 45 RAFAE T =AM i
MM IR L BRI, 75 58 S A A A R B 8, T 0 st v R BRI 2 B i AR S 4 R
PERITT S 0 B s A DR s/ B 52 5y (9 BEAT , T Sl st SO iR T SR RS U R g a3
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PR 5 5 & ] ULAE B3 WL B3, A0 15 2R AN X B A7 78— E B T R, £ SRR B et
HERG LA T A T %2 53 BT, 52 5 3 RE i 32 5y R AR U 22 (9 A SC M i 09 5 8, IF 72 40 % vh A T
W, 2T T3 B AR SE 5y 0 T A AL (ELXS F 58 B W R R AN (EL, B AR B0 B 00 R 22 5y A
X AR 52 b & AT BEAE2C 5 vh Ak T A R A7, 36 B AR I T 2 4 ) 5 B DL R AT 22 5, TR
B2 FEWRZ T i P R BEAT 38 5y , RV 52 5y 4 T 28 5 i JE 128 D 2 A 34 4 M <2 o 1%
128 ) TR AANAT B I 2o o) A5 S B T 3 SOV 58 B WM T 58 B B R OIS A 2 AR 4
52 T KW A PR R I O A AR A5 L, DT T 3 B8 8 Bl R A 58 5 iy i W JRE vl — BN i) )i 3L
THaaA P, AR R B Sy Ja + R N BB SR R AR T T level 24719 1 7, DA 4% f 4 4 K 3
AR TR AT 2 5y A W B0 A R L A SR AR BT R RO T A R A A — E R
AR T 52 B iy i W R A T T i Sl R B R e

K2 ZENENENTEETHEIE . ZZEURRENMETUNBRELER
Test Statistics
Mean Rank Sum of Ranks
Y/ Asymp. Sig.
G G’ G G’ G G’ G G’
Negative | 10.11 9.33 91 28 -1.761 | -1.538
Model 1a| G2 -G1 |[G’2-G’1 0.078" | 0.124
Positive 4.83 7.00 29 77 (a’) (a’)
Negative | 4.40 8.50 22 85 -2.158 | -1.420 )
Model 1b| G3 -G1 |G’3-G’1 0.031" | 0.156
Positive 9.80 7.00 98 35 (b”) (a’)
Negative | 4.00 7.91 4 87 -3.181 | -2.166 3
Model 1c | G3-G2 |[G’3-G’2 0.001 7| 0.030 ™
Positive 8.29 6.00 116 18 (b”) (a’)
Negative | 8.55 8.50 94 68 -1.931 | -0.973 )
Model 2a | G2 -Gl |G’2-G’1 0.053" | 0.331
Positive 6.50 6.17 26 37 (a’) (a’)
Negative 8.40 7.57 42 53 -1.022 | -0.398
Model 2b | G3 -Gl [G’3 -G’1 , , 0.307 | 0.691
Positive 7.80 8.38 78 67 (b’) (b”)
Negative | 6.00 7.00 6 42 -3.067 | -0.659
Model 2¢ | G3 -G2 |G’3-G’2 0.002"| 0.510
Positive 8. 14 7.88 114 63 (b”) (b”)
Negative | 4.20 7.83 21 94 -2.215 | -2.605 )
Model 3a| G2 -G1 |[G’2-G’1 0.027 ™ 0. 009 "
Positive 9.90 5.50 99 11 (b)) (a’)
Negative 2.00 8.25 2 99 -3.294 | -2.215 B
Model 3b| G3 -G1 |G’3 -G’ 1 0.001 7| 0.027 ™
Positive 8.43 7.00 118 21 (b)) (a”)
Negative 1.00 6.43 1 45 -3.351 | -0.471 3
Model 3¢ | G3-G2 |G’3-G’2 0.001 | 0.638
Positive 8.50 8.57 119 60 (b’) (b”)

{1 :a’ ;Based on positive ranks;b’ ;Based on negative ranks,

W52 A2 by A A B 25 R AN 3R 2 Model 2a f 7, Wilcoxon 4555 3 BIAE S A1 o =0. 054831 K
bR G252 B BRI T GBI A 5 /0, MRS S 00 01 15 B AR AL i+ A58 5 BN, BRI 52
Dy R AT W R A RE AR G35 G2R9 LB 7R, 78 « = 0. 057K BB AS 5 & Ay i 35
AR S REA RS GBI IC B A2 AL, nl IR e SR L S8 S Rir kg s B 8s Jm BRI e oy i 2 F
BB B BB SR 5E 5 O 63 355 1 T L 22 5 o 4 B2 L3 W) R 8 o < P i, O 950 7 A R 3 Y
T A IS U B Sy T T S D 2R A2 %, 52 oy i W E R TR e S RS O R A AR
ST U ) T PR i s WO B, AN ISR T B OS5 M R A (S B 1R BB M =S 1 Y
AN T R BRI AL By B TR P EIR 2 G240 L G 1,380 G 3MIL G112 G' 3/ G' 2585
I JC A B AE AL, R TR Al DL T AR LA 2 TR B T 558 B e R A R

PR U e AT DL A 7 = i BBE S s A A B9 SIS 2 2R A 32 Model 37, Wilcoxon A5 36 25 SR 2 7
TE a =0. 0541 /KF 1, 22 5 K dls G2AH LT G152 5 %t G3MIHL T G I G345 G2 %4, #8 1
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7N ISR M AT Y s 3 A5 R LR B S 5 s G2 GO 1 R GO 3 E G LRI B
(AR B A2 A 5 1) A B, 25 R 8 R 40 0 7 7 A5 B AR RO ThT A AR J 30 DN IR A 07 B S 400 A o A 2R
S DX (8] N 22 55 18 A7 BB AH A R , 22 B il a5 W1 2 30748 i i A2 iy DR 3R AR 0 B85, 52 5 I 30 A i
152 Ty B AR AR B, 28 T = R AL 18 B RS A AL R IR SR BB A A 3 R R, e T R AR K S
A% 2 A J R 7, S B80T T 37 R R I S A0 A A 48, AT T A Sy 52 B i s D R A X T 3 BB SR AR
R T R SRS AR T WS FE O R T A S T 3 5 T AR RAAR BB A X T
(150, B M6 48 78 B BORAS B B i, R AIR T T 52 5 E AT W8 58 1, T4 5 1 BSR4

H.E B

WEZF T 2 22 M I R LRI Y, 28 5 B I BR AR 435 4 23 T RS 032 19 58 5y Wi g W, 2 B s LfE
W31 58 5y 35, 4 e T 0 s P o T A SCT ST 3 W, 30 F AN T8 R 3 58 4 10328 WA 2 e 10 19, 38 W P AR 0 30 1
LA BT 7 B sh itk JBESR M S8 5y A AR B AR T T 1k, AT M e B A 7 35 A LRI A 3R
SCUELE R 7R <SSR AN A TT 45 B 1 2 TF =R AR B TT A AL LK level 29719 Y A ZA TT T
PrBL TR AT R L S, X SR S P I F A 825 AR W s O Bk — 2045 22 JF =540 0 28 T
PG, TG R R R 5 o, KRR T 55259 E W00 E 1, 20 1 A B )t A, DT i v 1 M
SRR T SIS By i R U BV 3 A R (2 AL AN LS, i T AR AR £ R
B XTI S AT R B I SR A b S 3 AT B AR Bh A, 52 By i T 0 s M O ek 2 A
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