

	
	

	









	




	







	









		

		
		

	
	




	
	


	
	



	
	


	
	
	
	
	
	
		
			
			
		

		
		
	

	

	



	
	
	
	

	







	















	Skip to main content












	

	

	
	

	

	
	












			

			





			






	




	


	
	





	








	

	
	
		
		
		
		
		
		
		
		
		
		
		
		
		
	

	
	
		
		
		
	


















	
		
	

	

	
		
	

	







	
		
		
		

		
		
		
		
			
				
				









	
	    












    
    






    
    







    




    






    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    






    
        
    


    
            
            
                
            
            
                
        Add Paper to My Library
        
        

    















	














	
	    







 



	




	







	




































    



			

			
				
				
				
				
				
						
				
				
				
					
						Share:
							
	
	
	


					

					
				
				
				




				
				

    
        
        
        
            

		
		
		
			
				
			
				
			
		

		
            

		
		
		
			
		
			
		
			
		

		
            

            
        

        
    

    


    




				
				
					

					
					Permalink

						Using these links will ensure access to this page indefinitely

						
							
							Copy URL
						

						
							
								
								Copy DOI
								

							

						
				

				
			

		


		
			
				
				




	
	
		
	

	
	
		
		
	

	
	

	
	
	
	High-Frequency Trading as Viewed Through an Electron Microscope

	
    
        
            
            







    
    










    
    
    
    











			
                    Financial Analysts Journal, vol. 74, no. 2 (Second Quarter)
 
        

    
	

	
	
		
		
			18 Pages
		
		

		Posted: 28 Nov 2016
		
			Last revised: 23 May 2018
		
		
	

	
		
			
			




	See all articles by Albert J. MenkveldAlbert J. Menkveld
Vrije Universiteit Amsterdam


		

	
	
	
	
	



	
	
	
	
		
	
	
		
			Date Written: May 8, 2017

		
	

	
	
		
		
	

	
	
		
	
	
		Abstract

		The electron microscope improved our vision by a factor of one million. Humans could finally see atoms. This study aims for a similar leap by studying trades at nanoseconds, a million times more precise than often used milliseconds. This enables one to observe asset re-allocations among rapid-fire tradebots, including those employed by high-frequency traders (HFTs). Twenty percent of trades arrive in sub-millisecond clusters. Importantly, these clusters do not seem to feature price instability. However, they are costly to nonHFTs in terms of adverse selection, but they can be avoided. 
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