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$1/8th and $1/16th Tick Size Eras 

In this section, we use NYSE TAQ data from 1993 to 2001 to examine buy-sell imbalances in the $1/8th 

and $1/16th tick size eras.1 We select a random sample following the selection process described in Section 4. 

Out of all eligible firms in 1993, we randomly select 20 firms from each of five price quintiles. We roll forward 

year-by-year through 2001 maintaining sample firms that are eligible, and randomly replacing ones that aren’t 

eligible. Our final sample contains 7,347,675 trades from the $1/8th tick size era and 15,992,073 trades from the 

$1/16th tick size era. 

Table A-1 repeats the analysis on a sample of trades in the 1/8th tick size era.  So it is the analog of 

Table 2 in the 1/8th era.  The construction of the sample follows the same methodology we used in constructing 

the sample for the 2001 to 2006 decimal era.  Our quarter benchmark thresholds are .25 and .75. As can be seen 

in Table A-1, the results are much weaker than those in Table 2.  This is to be expected because the cost of the 

left-digit effect and the threshold trigger effect – the cost of rounding – is higher in the 1/8th era (the difference 

between $11 7/8 and $12 is much greater than the difference between $11.99 and $12). 

Table A-2 repeats the analysis on a sample of trades in the 1/16th tick size era.  Again, this table is the 

analog of Table 2 in the 1/16th era.  The construction of the sample follows the same methodology used in the 

                                                            
1 The TAQ data starts 1/4/93. The $1/8 tick size era ends 6/23/97 for NYSE, 5/6/97 for AMEX, and 6/1/97 for NASDAQ. 
The $1/16 tick size era ends 1/28/01 for NYSE and AMEX, and 3/31/01 for NASDAQ. 
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decimal era.  As above, our quarter benchmark thresholds are .25 and .75. Similar to the 1/8th era, the results in 

Table A-2 are much weaker than those found in the decimal era (Table 2).  However, the results of Table A-2 

are stronger than the results of Table A-1 (the 1/8th era).  This is to be expected because the cost of rounding is 

higher in the 1/8th era than in the 1/16th era (the difference between $11 7/8 and $12 is much higher than the 

difference between $11 15/16 and $12).   

Table A-3 tests hypotheses H2 during the $1/8th tick size era in a multivariate setting.  So it is the analog 

of Table 3 in the $1/8th era.  The coefficients for the reach cases are much larger than the crossing cases in 

regressions (2) and (3). The results confirm hypothesis H2A Reach Only in the $1/8th tick size era. 

Table A-4 tests hypotheses H2 during the $1/16th tick size era in a multivariate setting.  So it is the 

analog of Table 3 in the 1/16th era.  The coefficients for the reach cases are much larger than the crossing cases 

in regressions (2) and (3). The results confirm hypothesis H2A Reach Only in the $1/16th tick size era. 

Breakouts By Price, Institutional Ownership, and Share Volume 

In this section, we restrict our analysis to just the four price paths: “ask falls below integer”, the “ask 

falls to integer”, the “bid rises to integer” and the “bid rises above integer”.  There are three reasons for doing 

this.  First, these are the only samples where our prices cross or touch an integer threshold, which makes these 

our primary tests.  Second, the evidence above indicate that the “ask rises while staying below integer” and the 

“bid falls while staying above integer” price paths yield very weak results.  Finally, as these computations are 

intensive and take months to run, we just focus on our primary tests. 

In Tables A-5 through A-7, we examine the robustness of our results to various market, firm, and trade 

characteristics.  Table A-5 does the analysis of the difference in median buy-sell ratios carried out in Table 2 for 

price level quintiles.  We find that our results are very consistent across all price level quintiles. In unreported 

results, we computed the difference in mean buy-sell ratios and obtained the same qualitative results.  Tables 6 

and 7 do the analysis by institutional ownership terciles and by share volume terciles, respectively.  In both 

tables, the results are similar across all classifications with rare exceptions. Again, unreported results show the 

same qualitative results for the difference in mean buy-sell ratios.  Thus, we conclude that round number effects 

are quite robust. 
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Median 24-Hour Returns to Buying and Returns to Selling 

Table A-8 reports the four return categories regressed on dummy variables for the price points that are 

immediately surround the major round number thresholds: integers, half-dollars, quarters, dimes, and nickels. 

For example, .99 is immediately below integers and .01 is immediately above integers. In the column for 24-

hour trade price return to buying, we find that .99 has negative coefficient (a lower return than the other price 

points) and .01 has positive coefficient (a higher return than the other price points). Similarly, .49 is negative 

and .51 is positive. In all cases, the price point below the threshold has a negative (or much lower) coefficient 

and the price point above the threshold has a positive coefficient. The same pattern is mostly true, but with 

diminished magnitude, for the 24-hour midpoint return to buying. Short selling is the opposite bet from buying 

and thus we would expect the opposite sign. For 24-hour trade price return to selling, the price point below the 

threshold has a positive coefficient and the price point above the threshold has a negative coefficient. The same 

pattern is mostly true, but with diminished magnitude, for the 24-hour midpoint return to selling. Overall, there 

is a clear pattern that liquidity demanders who buy (sell) below the threshold have lower (higher) returns, and 

liquidity demanders who sell (buy) above the threshold have lower (higher) returns. 

 



4 
 

  



5 
 

 



6 
 

 



7 
 

 



8 
 

 
 
 
 
 



9 
 

 
 

 
 
 
 
 
 
 
 
 
 



10 
 

 
 
 

 
 
 
 
 
 
 



11 
 

 
 


