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Abstract

In this paper, we provide new empirical evidence on order submission activity and price impacts of limit orders at NASDAQ. Employing NASDAQ TotalView-ITCH data, we find
that market participants dominantly submit limit orders with sizes equal to a round lot. Most limit orders are canceled almost immediately after submission if not getting
executed. Moreover, only very few market orders walk through the book, i.e., directly move the best ask or bid quote. Estimates of impulse-response functions on the basis of a
cointegrated VAR model for quotes and market depth allow us to quantify the market impact of incoming limit orders. We propose a method to predict the optimal size of a limit
order conditional on its position in the book and a given fixed level of expected market impact.

Keywords: price impact, limit order, impulse response function, cointegration, optimal order size
JEL Classification: G14, C32, G17
Suggested Citation >

Show Contact Information >

% Download This Paper (Delivery.cfm/SSRN_ID1914293_code1399947.pdf?abstractid=1914293&mirid=1)

Open PDF in Browser (Delivery.cfm/SSRN_ID1914293_code1399947.pdf?abstractid=1914293&mirid=1&type=2)

17 References

1. Robert Bloomfield , Maureen O Hara , Gideon Saar
The "make or take" decision in an electronic market: evidence on the evolution of liquidity
Journal of Financial Economics , volume 75 , p. 165 - 199 Posted: 2005

Crossref (https://doi.org/10.1016/j.jfineco.2004.07.001)

2. ABoulatov, T ) George

Securities trading when liquidity providers are informed Posted: 2008

3. Rama Cont (https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=1114) , Arseniy Kukanov (https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?
per_id=1579617), Sasha Stoikov (https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=1121907)
The Price Impact of Order Book Events (https://papers.ssrn.com/sol3/papers.cfm?abstract_id=1712822)
JOURNAL OF FINANCIAL ECONOMETRICS (Winter 2014) 12 (1): 47-88. Pages: 32 Posted: 28 Nov 2010 Last revised: 17 Sep 2015

Download PDF (https://papers.ssrn.com/sol3/Delivery.cfm/SSRN_1D2048974_code1579617.pdf?abstractid=1712822) ¥ Add Paper to My Library
We use cookies that are necessary to make our site work. We may also use additional cookies to analyze,

I Pr VS AR ISTEMTRHER QRO kAR, ¥Bh BT P eRIFRER BpA RATEARPHRALIAL 728 ©HE) SR Philippe Bouchaud
PO'W#W%%@W@%QBMUW cfm?per_id=74614), Julien Kockelkoren (https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?

per_id=1243672)
Cookie Settings pd Accept all cookies



https://www.ssrn.com/
https://papers.ssrn.com/sol3/ShoppingCart.cfm
https://www.ssrn.com/index.cfm/en/subscribe/
https://hq.ssrn.com/submissions/CreateNewAbstract.cfm
https://papers.ssrn.com/sol3/DisplayJournalBrowse.cfm
https://blog.ssrn.com/
https://www.ssrn.com/index.cfm/en/contactus/
https://papers.ssrn.com/sol3/Delivery.cfm/SSRN_ID1914293_code1399947.pdf?abstractid=1914293&mirid=1
https://papers.ssrn.com/sol3/Delivery.cfm/SSRN_ID1914293_code1399947.pdf?abstractid=1914293&mirid=1&type=2
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=289624
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=1399947
https://doi.org/10.1016/j.jfineco.2004.07.001
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=1114
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=1579617
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=1121907
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=1712822
https://papers.ssrn.com/sol3/Delivery.cfm/SSRN_ID2048974_code1579617.pdf?abstractid=1712822
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=724513
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=74614
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=1243672
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=1373762
https://papers.ssrn.com/sol3/Delivery.cfm/SSRN_ID1914293_code1399947.pdf?abstractid=1914293&mirid=1
https://papers.ssrn.com/sol3/Delivery.cfm/SSRN_ID1914293_code1399947.pdf?abstractid=1914293&mirid=1&type=2
https://www.elsevier.com/legal/cookienotice

Download PDF (https://papers.ssrn.com/sol3/Delivery.cfm/SSRN_ID1373762_code724513.pdf?abstractid=1373762) ¥< Add Paper to My Library

Load more

0 Citations

Fetch Citations

D)

| Do you have negative results from your research you’d like to share?

Submit Negative Results (https://www.ssrn.com/index.cfm/en/Negative-Results/)

Paper statistics

DOWNLOADS 436

ABSTRACT VIEWS 2 455

RANK 123,295
11  Citations

17  References

PlumX Metrics

https //pl ssrnfa/?
ssrn % ?91?] Bjmals

Capital Markets: Market Microstructure eJournal (https://papers.ssrn.com/sol3/JELJOUR_Results.cfm?form_name=journalBrowse&journal_id=1504404)

Follow ®

Microeconomics: General Equilibrium & Disequilibrium Models of Financial Markets eJournal (https://papers.ssrn.com/sol3/JELJOUR_Results.cfm?
form_names=journalBrowse&journal_id=1546261)

Follow ®

| Recommended Papers

LOBSTER: Limit Order Book Reconstruction System (https://papers.ssrn.com/sol3/papers.cfm?abstract_id=1977207&rec=1&srcabs=1914293&pos=1)

By Ruihong Huang (https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=1399947) and Tomas Polak (https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?
per_id=1693753)

Feedback ¢

Submit a Paper > (https://hqg.ssrn.com/submissions/CreateNewAbstract.cfm)

SSRN Quick Links

SSRN Rankings


https://papers.ssrn.com/sol3/Delivery.cfm/SSRN_ID1373762_code724513.pdf?abstractid=1373762
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=1977207&rec=1&srcabs=1914293&pos=1
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=1399947
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=1693753
https://www.ssrn.com/index.cfm/en/Negative-Results/
https://plu.mx/ssrn/a/?ssrn_id=1914293
https://papers.ssrn.com/sol3/JELJOUR_Results.cfm?form_name=journalBrowse&journal_id=1504404
javascript:void(0);
https://papers.ssrn.com/sol3/JELJOUR_Results.cfm?form_name=journalBrowse&journal_id=1546261
javascript:void(0);
https://hq.ssrn.com/submissions/CreateNewAbstract.cfm

About SSRN v

f (https://www.facebook.com/SSRNcommunity/)
in (https://www.linkedin.com/company/493409?
trk=tyah&trkInfo=clickedVertical%3Acompany%2CentityType%3AentityHistoryName%2Cclicked Entityld%3Acompany_493409%2Cidx%:
W (https://twitter.com/SSRN)

(http://www.elsevier.com/)

Copyright (https://www.ssrn.com/index.cfm/en/dmca-notice-policy/) Terms and Conditions (https://www.ssrn.com/index.cfm/en/terms-of-use/)

Privacy Policy (https://www.elsevier.com/legal/privacy-policy)

All content on this site: Copyright © 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, Al 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.

(http://www.relx.com/)

https://papers.ssrn.com/sol3/updatelnformationLog.cfm?process=true
ps://pap p g p


https://www.facebook.com/SSRNcommunity/
https://www.linkedin.com/company/493409?trk=tyah&trkInfo=clickedVertical%3Acompany%2CentityType%3AentityHistoryName%2CclickedEntityId%3Acompany_493409%2Cidx%3A0
https://twitter.com/SSRN
http://www.elsevier.com/
http://www.relx.com/
https://papers.ssrn.com/sol3/updateInformationLog.cfm?process=true
https://www.ssrn.com/index.cfm/en/dmca-notice-policy/
https://www.ssrn.com/index.cfm/en/terms-of-use/
https://www.elsevier.com/legal/privacy-policy

