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Abstract

CuprentetiopaliMarket Systor wilesdmpatsacegnize oddlatsintoesmatagied intapmatkesguate. Thus, liquich¥/BeRMfders can receive worse prices
ST tRGYWaltHESERIe if odd lots were protected. The effect of ignoring odd lots is magnified because off-exchange trades{over one-third of total

volume) benchmark executions against the protected quote. The authors identify time intervals with an unprotecheéEfto%ld lot limit order at a price better

than the protected quote and examine trades during those intervals for 10 high-priced stocks during one wegkin2815-Fheyfind over 406,000 intervals,
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representing 37% of sample stock trading time, in which an odd lot order betters the protected quote. Exam{ning trades withjn these intervals, they
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find nearly 55,000 cases in which the trade price is worse than the odd lot price. In total, the price disimprovement in their 10 stocks is $554,675 for the

week examined. This previously undocumented trading cost is associated with the corporate decision not to split a stock’s price in a market in which

odd lot orders are excluded from the protected quote.
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