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Abstract:

The link between informed trading and the bid-ask spread has been the focus of abundant literature and
some authors feared that a large amount of informed trading might lead to shutdown of markets. We
explore this issue using data from the Czech Republic. Our estimates confirm that the share of informed
trading and its variability is indeed high relative to developed markets, however, share of the adverse
selection component is only 14% of the spread. Since the Czech Republic has been known in the financial
community as being plagued by informed trading, our findings suggest that the relative importance of
adverse selection as a determinant of the spread is generally low across markets.

Abstrakt

9 WRPWR þOiQNX RGKDGXMHPH UR]VDK REFKRGRYiQt QD ]iNODG� QHYH�HMQêFK LQIRUPDFt Y ýHVNp UHSXEOLFH�

5R]VDK WDNRYpKR REFKRGRYiQt MH G$OHåLWê QHER" SRGOH Y�WãLQ\ QRY�MãtFK PRGHO$ FKRYiQt LQYHVWRU$ XUþXMH

OLNYLGLWX WUKX L QiNODG\ MHKR ~þDVWQtN$ D WtP WDNp HIHNWLYQRVW MHKR IXQJRYiQt� 1DãH RGKDG\ XND]XMt� åH

SUDYG�SRGREQRVW� åH GDQê REFKRG MH PRWLYRYiQ ]QDORVWt QHYH�HMQêFK LQIRUPDFt GRVDKXMH X DNFLt Y V\VWpPX

63$' KRGQRW\ ���� FRå MH WpP�� GYDNUiW YtFH YH VURYQiQt L V PpQ� OLNYLGQtPL DNFLHPL QD 1<6(� 1DYtF

WDNp YDULDELOLWD WRNX REFKRGQtFK S�tND]$ MH Y ýHVNp UHSXEOLFH Y\ããt� FRå GiOH ]Y\ãXMH UL]LNR QHVHQp WY$UFL
WUKX D ]�HMP� L SRåDGRYDQRX NRPSHQ]DFL ]D MHMLFK VOXåE\ ± Y\ããt WUDQVDNþQt QiNODG\ SDN VQLåXMt DWUDNWLYLWX

þHVNpKR WUKX�
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