
Accounting & Finance / Volume 45, Issue 4 /  pp. 501-518

Closing call auctions and liquidity

First published: 02 December 2005
https://doi.org/10.1111/j.1467-629X.2005.00155.x
Citations: 39

The authors acknowledge the support of the Australian Stock Exchange (ASX) and the Securities Industry Research
Centre of Asia-Paci�c. The authors thank the ASX Research Committee, participants at the University of Sydney,
University of New South Wales and University of Technology, Sydney Finance Seminars and the Australasian Banking
and Finance Conference for helpful comments and suggestions.

Abstract

References 

Admati, A., and P. P�eiderer, 1988, A theory of intraday patterns: volume and price variability, The Review of

Financial Studies 1, 3–40.

Web of Science® Google Scholar

Amihud, Y., and H. Mendelson, 1986, Asset pricing and the bid-ask spread, Journal of Financial Economics 17,
223–249.

Web of Science® Google Scholar

Amihud, Y., and H. Mendelson, 1987, Trading mechanisms and stock returns: an empirical investigation,
Journal of Finance 42, 533–553.

Web of Science® Google Scholar

Amihud, Y., and H. Mendelson, 1991, Volatility, e�ciency, and trading: evidence from the Japanese stock
market, Journal of Finance 46, 1765–1789.

Web of Science® Google Scholar

Michael Aitken, Carole Comerton-Forde, Alex Frino

The present paper examines the impact of closing call auctions on liquidity. It exploits the natural
experiment o�ered by the introduction of a closing call auction on the Australian Stock Exchange
on 10 February 1997. The introduction of the closing call auction is associated with a reduction in
trading volume at the close of continuous trading. However, bid-ask spreads during continuous
trading are largely una�ected by the introduction of the closing call auction. Therefore, closing call
auctions consolidate liquidity at a single point in time without having any adverse e�ect on the cost
of trading.
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