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Abstract

Osaka Stock Exchange introduced J-GATE, a newly trading platform
for derivative trading on February 20110 By using the introduction as
an exogenous event that increases high-frequency trading in the futures
market, this paper investigates whether high-frequency trading in fu-
tures market improve its spot market liquidity. The empirical results
provide the evidence that high-frequency trading improve spot market
liquidity in terms of spread measures. However, the results find that the
market depth in the spot market is not improved by the high-frequency
trading.

Keywords: market microstructure, stock liquidity, Nikkei 225 futures
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NK225 309.145%*  0.348 1.000%%%  70.532%% 5250420k 2 103%%%  3.210%%*
(4.533) (0.954) (3.339) (7.922) (8.213)  (-3.183)  (5.191)
JGATEx NK225  23.695 0.198%%  -0.165%* 7.925 75.930* 0.189 -0.395%*
(1.060)  (-2.122)  (-2.041)  (0.867) (1.648) (1.015)  (-2.052)
INVPRC 334.788  4,476.064%** 4,544 525%%% 5 591 703%+* 35, 886.459%%* 2,707.574%** 1 831 417%**
(0.108)  (73.213)  (89.341)  (3.068) (3.044) (9.614) (7.646)
SIZE 2B7.136%  2.345%%% 2 0B8R 2 445W* 164 G12%%  0.482%  -2.582%%*

(15.043)  (-16.287)  (-16.106)  (3.116) (3.533) (1.807)  (-10.935)
TURNOVER 16.884%%%  -0.048%%*  0.026%%F  0.244%%  2.A91%x L0 101RF  (.Q75Rr
(4.933)  (-4.326)  (-3.9%)  (3.416) (4.106)  (-4.512)  (4.069)

VOLA 35.627%%  1.0330% 11060 -0.050 0.171 0.431%%%  (_6T7H*
(2.100) (4.313) (4.799)  (-0.060)  (0.030) (2.997) (3.002)
MTRTY S2.45Q%%%(.033%%  (.017%* -0.019 0.236* -0.001 0.017*
(-5.680)  (6.370) (3.809)  (-0.717)  (1.870)  (-0.141)  (1.705)
Constant S4,779.718%% 49774k 43,0170 -308.570%%% -2,898.380%*% -13.048%*  56.265%+

(-14.162)  (18.631)  (18.036)  (-3.065)  (-3.462)  (-2.452)  (11.991)

Observations 45,475 45,475 45,475 45,475 45,475 45,474 45,474
Adjusted R-squared ~ 0.447 0.873 0.903 0.106 0.140 0.408 0.329
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