

	
	

	









	




	







	









		

		
		

	
	




	
	


	
	



	
	


	
	
	
	
	
	
		
			
			
		

		
		
	

	

	



	
	
	
	

	







	















	Skip to main content












	

	

	
	

	

	
	












			

			





			






	




	


	
	





	








	

	
	
		
		
		
		
		
		
		
		
		
		
		
		
		
	

	
	
		
		
		
	


















	
		
	

	

	
		
	

	







	
		
		
		

		
		
		
		
			
				
				









	
	    












    
    






    
    







    




    






    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    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
								

							

						
				

				
			

		


		
			
				
				




	
	
		
	

	
	
		
		
	

	
	

	
	
	
	Limit Orders and the Bid-Ask Spread

	
    
        
            
            







    
    










    
    
    
    











			
        

    
	

	
	
		
		
			38 Pages
		
		

		Posted: 3 Jun 2003
		
		
		
	

	
		
			
			




	See all articles by Kee H. ChungKee H. Chung
State University of New York at Buffalo - School of Management
Bonnie F. Van Ness
University of Mississippi - Department of Finance
Robert A. Van Ness
University of Mississippi - Department of Finance


		

	
	
	
	
	


	
	
		
			There are 2 versions of this paper
		
	


	
		
		

		
			
				

				
					

					
						
							
						

						
							
								
									Limit Orders and the Bid-Ask Spread

								
							
							
							
								
									Number of pages: 38
								
								
									Posted: 03 Jun 2003
								
								
							

							
							
								
								You are currently viewing this paper
							

							
						

						
							
							Downloads
							  591
							
						

					

					
					

					
						
							
						

						
							
								
									Limit Orders and the Bid-Ask Spread
									

								
							
							
							
								Journal of Financial Economics, Vol. 53, pp. 255-287, August 1999
							

							
							
								
								
									Posted: 30 Oct 1998
								
								
							

							
						

						
							
						

					

					
				

			

		

	

	


	
	
	
	
	
		
	

	
	
		
		
	

	
	
		
	
	
		Abstract

		We examine the role of limit-order traders and specialists in the market-making process. We find that a large portion of posted bid-ask quotes originates from the limit-order book without direct participation by specialists, and that competition between traders and specialists has a significant impact on the bid-ask spread. Specialists' spreads are widest at the open, narrow until late morning, and then level off. The U-shaped intraday pattern of spreads largely reflects the intraday variation in spreads established by limit-order traders. Lastly, the intraday variation in limit-order spreads is significantly related to the intraday variation in limit-order placements and executions.  


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
		
		
			
				
			
		
		Keywords: Limit order, Bid-ask spread, Specialists

	
	

	
    

    
	

	
	
		JEL Classification: G14

	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	

























    
    










    
    
    
    
















	



    




	
		Suggested Citation:
		Suggested Citation
	

	
		
			Chung,  Kee H. and Van Ness,  Bonnie F. and Van Ness,  Robert A., Limit Orders and the Bid-Ask Spread.  Available at SSRN: https://ssrn.com/abstract=136725 or http://dx.doi.org/10.2139/ssrn.136725 
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Kee H. Chung (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				State University of New York at Buffalo - School of Management  ( email )

			

			
			
				
				
				
					Buffalo, NY  14260
United States
716-645-3262 (Phone)
716-645-3823 (Fax)

				

				
			

			
				
				
					HOME PAGE: http://mgt.buffalo.edu/faculty/academic-departments/finance/faculty/kee-chung.html
				

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Bonnie F. Van Ness

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				University of Mississippi - Department of Finance  ( email )

			

			
			
				
				
				
					Oxford, MS  38677
United States
662-915-6749 (Phone)
662-915-7968 (Fax)

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Robert A. Van Ness

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				University of Mississippi - Department of Finance  ( email )

			

			
			
				
				
				
					Oxford, MS  38677
United States

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				      591

			

		
		
		
			Abstract Views

			    4,696

		

		
		 
		
			Rank

			   84,074

		

		
	


	
		
            
            	       50 Citations
		

	

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    Capital Markets: Market Microstructure eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Capital Markets: Market Microstructure eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            2,415

                                    

                                    
                                        PAPERS

                                            7,993

                                    

                                

                                
                            

                        

                    

                


        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        Limit Order Trading

                        
                            By
                                
                                
                                    
                                    Puneet Handa
                                     and 
                                
                                    
                                    Robert A. Schwartz
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        The Degree of Price Resolution and Equity Trading Costs

                        
                            By
                                
                                
                                    
                                    Hendrik Bessembinder
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Market Architecture: Limit Order Books Versus Dealership Markets

                        
                            By
                                
                                
                                    
                                    James J. D. Wang
                                     and 
                                
                                    
                                    S. Viswanathan
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            Limit Orders, Depth, and Volatility

                            
                                By
                                    
                                    
                                        
                                        Hee-joon Ahn, 
                                        
                                    
                                        
                                        Kee-hong Bae, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Quote Setting and Price Formation in an Order Driven Market

                            
                                By
                                    
                                    
                                        
                                        Puneet Handa, 
                                        
                                    
                                        
                                        Robert A. Schwartz, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Can the Treatment of Limit Orders Reconcile the Differences in Trading Costs between NYSE and NASDAQ Issues?

                            
                                By
                                    
                                    
                                        
                                        Kee H. Chung, 
                                        
                                    
                                        
                                        Bonnie F. Van Ness, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Impact of Illegal Insider Trading in Dealer and Specialist Markets

                            
                                By
                                    
                                    
                                        
                                        Raymond P.h. Fishe
                                         and 
                                    
                                        
                                        Michel A. Robe
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Measuring and Explaining Liquidity on an Electronic Limit Order Book: Evidence from Reuters D2000-2

                            
                                By
                                    
                                    
                                        
                                        Jon Danielsson
                                         and 
                                    
                                        
                                        Richard Payne
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            An Empirical Investigation of the Option Value of the Limit Order Book on the Australian Stock Exchange

                            
                                By
                                    
                                    
                                        
                                        Elvis Jarnecic
                                         and 
                                    
                                        
                                        Thomas H. Mcinish
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Specialist's Participation in Quoted Prices and the Nyse's Price Continuity Rule

                            
                                By
                                    
                                    
                                        
                                        Marios A. Panayides
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
			
				
			
			
		
	
		
	
		
	
		
	
		
	
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l100 in   0.078 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		

		
		
		
		
		
		
		
		
		
		
	
