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The effects of reducing the minimum trading unit

Abe Keiji

Summary

This study examines the effects of reducing the common stock’s minimum trading unit in Tokyo
Stock Exchange. We test three hypothesis that (1) the number of individual shareholders and their
ownership ratio increase with the reducing the trading unit, (2) the stock’s trading volume increase
after the investor could trade in smaller units, and (3) the higher stock liquidity associate with the
increasing the number of investors.

Testing hypothesis with 471 samples out of the 653 cases over the 1991-2008 period, we find that
the reduction of trading unit has a positive effect on the number of individual investors, but no

effect on the ownership structure, the stock’s trading volume, and its liquidity.
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