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Professor Robert A. Korajczyk
Department of Finance, Kellogg School of Management
Northwestern University, lllinois, USA

Lecture | NNXN

HIGH-FREQUENCY MARKET MAKING TO LARGE
INSTITUTIONAL TRADES

We characterize high-frequency trader (HFT) and designated market maker (DMM) behavior in the presence of large,
directional institutional trade packages in Canadian equity markets. HFT liquidity provision is significantly reduced for
“stressful” trades. HFT average stock-day profitability is under $300, mostly from liquidity re-bates. HFTs reduce liquidity
provision after losses. The average effective spread for large non-stressful (stressful) institutional trades is 12 (42)
basis points and is significantly affected by HFT choice of liquidity provision. Over the life of a large trade, HFTs initially
accommodate the order, but quickly switch to competing with the order.

The lecture will be held on Tuesday, SU'TY DM DYPNAN NXNNN
15 March 2016, at 14:00, Room 408, ,14:00 NYY21,2016 YN 15
Recanati Business Administration Building, ,0'POY 7NINT '0INPT |"11,408 1N
Tel-Aviv University, Ramat-Aviv 2'AN-NNT,2'AN-TN ND'D2AIN

NXYINN 197 war 7p 1121 | Light refreshments will be served before the lecture
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