[image: image1.png]Review of Securities & Futures Markets, 21:1, 51-86 2009)

IREZFEEEEHE R TS E
FlF HEB EHE REL Rxn’

GHE 555 BT R T SRR o PR T R
T VB I BT R B R L I - BRI T R
Gt RS B SRR R S RIS e RAFBY AR A &
FMBCRBT A o T T B o R A AT
BE o RZ o MENSATEHEHERT AT « Fit - BEE
GEMBIAN » A RIRY K LTRSS AR - B2 FRTE S
i i ANk P - SRS R L F T Madhavan(1996)RTE i 0 R
AETH AR WA RS RE TN A RERA AR
FHEHEET ST - AR o B A AR T = ARG 4
Wy T - T AT WA T o R MY R R A&
W TER I > T O T A KB WA
T e W B 2 T TR B R O 2 GE AR I 75 b AT
TSRS E AR BT A R R 2 S B S R
ST BHERS  HEEEETT HR A - S ST WY
o R R A FIRT B B L O

BB ¢ FTUEBN - BIREGE - MW - mHRE -

A A B G R R M 5 MBI G IR NSC93-2416.H-
004-033) ALY - (FH AR
e N
i A R LR A B BB R
SR B AR TR AT -
VL A E R R o A SR B R B R
B A BN F AL &




[image: image2.png]AT RS

Limit Order Book Transparency
and Market Quality

Yi-Tsung Lee
Professor, Department of Accounting, National Chengchi University
Yu-Jane Liu
Professor. Department of Finance, National Chengchi University

Gua

ua School of Management, Peking University
Jin-Ying Wang
Assistant Professor, Department of Risk Management and Insurance,
Ming Chung University
‘Wei-Ju Chen
Assistant Professor, Department of Accounting. Tamkang University
Department of Finance, National Central University
Wen-Hung Lai

Ph. D Candidate, Department of Economics, National Chengchi University

The changes of disclosure rules in the Taiwan stock market
provide 2 good opportunity for us to study the relationship between
transparency and market liquidity. After controlling for dollar
volume, intra-day volatility and price, we find that the spreads of
farge firms are decreased, while and the spreads of small firms are
increased when the market becomes more transparent. Therefore,
the exposure of limit order book improves the liquidity of large

firms, yet may dam: of small firms. The results

the liquidi

support the argument by Madhavan(1996): Greater limit order book
transparency will increase liquidity only when the markets’ depth
and competition is enough, otherwise, greater transparency will
decrease market liquidity. We also find that in a greater transparent
market, investors can not change their orders easily, they may
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submit orders with smaller size and have a longer
time-to-concelation of limit orders. Relative to individuals
institutions tend to make use of the order flow from the limit order
ook to adjust their trading strategies. Usually, institutional orders
have higher opportunities to be executed. The change of traders

behaviors may affect market liquidity
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