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Abstract

Economists, financial commentators, regulatory agencies, and the legal community have recently criticized
the Nasdaq Stock Market, Inc., because there is greater clustering of stock quotations on even-eighths on
Nasdaq than on the New York Stock Exchange or the American Stock Exchange, a phenomenon which
critics attribute to collusion or some other defect in Nasdaq market structure. However, as this article
demonstrates, clustering occurs in varying degrees in many other incontestably competitive financial
markets, including the NYSE, the AMEX, the London Stock Exchange, the London gold market, and the
international foreign exchange market. This article provides a competitive theory of clustering that
emphasizes the effect of uncertainty, the size of transactions, volatility, and the informational and
transactional roles of quotations on the degree of clustering. In addition, the article examines how market
structure can affect the degree of clustering and considers the relation between clustering, spreads, and
investors' transactions costs.

THE UNIVERSITY OF CHICAGO PRESS JOURNALS

The University of Chicago Press Books

Chicago Distribution Center


https://www.journals.uchicago.edu/journal/jle
https://www.journals.uchicago.edu/toc/jle/1997/40/1
https://www.journals.uchicago.edu/doi/10.1086/467364
https://www.journals.uchicago.edu/doi/10.1086/467366
https://www.journals.uchicago.edu/doi/epdf/10.1086/467365
https://www.journals.uchicago.edu/doi/epdfplus/10.1086/467365
https://press.uchicago.edu/
http://www.press.uchicago.edu/cdc.html
https://www.journals.uchicago.edu/
https://subfill.uchicago.edu/JournalPubs/UCPSSO/SSOLogin.aspx?returnurl=https%3A%2F%2Fwww.journals.uchicago.edu%2Fdoi%2Fabs%2F10.1086%2F467365
https://www.journals.uchicago.edu/action/showCart?FlowID=1

The University of Chicago

Accessibility

Open access at Chicago

Permissions

Statement of Publication Ethics

Diversity and Inclusion at the University of Chicago
Contact us

Terms and Conditions

Privacy Notice

Media and advertising requests

0 X ¥

© 2025 The University of Chicago and other publishing
partners. All rights reserved, including rights for text and
data mining and training of artificial intelligence
technologies or similar technologies.



https://www.journals.uchicago.edu/open
https://www.journals.uchicago.edu/inst/perm-reprints
https://www.journals.uchicago.edu/publication-ethics-statement
https://diversityandinclusion.uchicago.edu/
https://www.journals.uchicago.edu/contact
https://www.journals.uchicago.edu/t-and-c
http://www.press.uchicago.edu/press/privacy.html
https://www.journals.uchicago.edu/advertising
https://www.facebook.com/UChicagoJournals
https://twitter.com/ChicagoJournals
https://bsky.app/profile/chicagojournals.bsky.social
https://www.uchicago.edu/
https://www.journals.uchicago.edu/accessibility

