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On the relation between the stock market liquidity and
the traders’ utility: introducing an iteraction among orders

CESZ R

—k (55
Shota Nagumo® Shingo Ichiki?

%EE] ‘n' 1,3
Takashi Shimadal»

DR RAR AR TR R
I Graduate School of Engineering, The University of Tokyo
* R RS e B e > & —
2 Research Center for Advanced Science and Technology, The University of Tokyo
SR - HlEEIR L X —

3 Mathematics and Informatics Center, The University of Tokyo

Abstract:

In stock markets, it is often argued that increased liquidity contributes to the public

benefit of the market as a whole, but it is not self-evident. In this study, we analyze the impact

of increasing market liquidity on traders’ utility mathematically. We calculate an exact solution

of an average expected utility for one trader by using a simple model in which we assume orders

follow independent uniform distributions. However, even when we assume a more complicated

model where orders interact with each other, we obtain the result consistent with the first simple

model in the limit of infinite number of orders. Also, we define a balance price on the order book,

and we analyze the behavior of the balance price.

1 FLC®IC

MG B W TREMEO M _EidfiGek o
BT 2LERINBEZEHZ V. L LEDS, REE
WA LT 2 2 TRERD & b G THET 3
WRDPWEZ 2 —T, BE L RBPEXHPEZ 5 Z LT, it
A ERTCHIUINE T 213 TH o L FEXHHE
L7725, WO HREEDAE T . - T, MEMED
METZZEESIXY Y FPETFXY y MZOWT, T
BEE TR 22BN RKREVONIEETIE R
<, MENMEMA LR ERICE 2 2 BITOWT—ENLH
FFES>THREIT A2 ZLIZERETH 3.

TREMEDFERE Y LT, Itightness) (FR7E D &BL & &%
BEOWKELOMiIE £ N 0 8wA) | Tdepth) (GE
XU ENTZ T Ao TWEH) KU Tresiliency (H
B IEC & o TG 2SN 2 & EISTTDIEF i &
NPBES B 205 RA LIELIZAV SRS [1].
2% b, — i, XHZBLOEXH LD RVfitg (&
WIE DTS R PR OB Wifg) ITA-oTWwd e &, i

A L R KRR T RMTER S 2 7 AR E I
T 113-8654 HEHES SR RX A 7-3-1

E-mail: s-nagumo@g.ecc.u-tokyo.ac.jp

13

BRI TH 2 L E X 5. AT TIEEMICHE XK
FRERED ko TREMEZ EEMT, EXDOZIH
BEROMHACET 20 50%iML 5.

F—2 > a YEER T OSATIIG [2)[3] IKBWT, T
BORBERMEBLEROMAOBEBRICOVWTHTE
TED, HEAFEIEZ 2 ZEREROMANIEZ 3
ZEDHMULENTWS., LhrLiads, s D5
F, —ADRDFIIN LEROECFENFIET LSV
TNF =0 areNMReLEZbDTHD, FKiDHI
BRD, EEOKRTELD X 5 ITERDFED FiTHfL
BROEOCFERRETL2XINVE—T > a v R
LT, HEFBBREROMADBEFRIZOWTHHT L
TIRGEIETRE LR W,

RINA =02 aiZT 550N BHEETLE
LT, ZREEKIEIHEROMAICOVWTH LD DT
37203, Maslov €7 ADMEIET % [4]. Maslov €7
AT, WEPHEN S, WHIRRNEEXDHWERD
VA MZHEBELTED, BEIRICA > TOWREXD
B7AHRICA > TERELENET H2Z LTV,
¥/, WIRZR T RWIRERZBELTED, 2o
D SIS I EAE iR & D & T 2 — 9 TIRE X



NBELTVS.

AWFZETIE, Maslov EF MM, BRIE 2 E: 7= 20
RERREBEL, TUIEIHERNICIRE X NS
EORBHBETNEHET S, T, WEROMAE
TSt & R E M DA L D ER LS &2, 1
DOWMENET b B E X E A OBFRICOWT, Bl
MR B2 T 3.

2 EFIL

2.1 B
—T% (R W EGT2—HiINDoAZET 3.

2.2 |ER

n NORERBZHAZN 1 BN OoF R H T L E
T3, FREFRDELEFRY LEVLOWTNATH
D (BRI MERZ 22T 5.) , MERp TR %,
fER1—p TEVWEI VXLGERENZDBDE T 3.
XA IZOWTIE, B BHERTHITHENT VK LI
WREXNZDDELT 3.

HIEIL—IL

—RICE TN F—2 v a rTlE, FRFIEARE
WEFETAD 2 ONFET 5. 75T, 72
X e BOEHMIEASEHNCHT b E0dado < & HIRETH
EL, MEEGRMNCETINS. —7, REE AT
W TASCZARRR ) 2 PREh ARSI S h, Z
DIFENTIRAA o TEZIEUIEIRTRES 5 Z & 72
, MBI Z. 2L T, FC2ARREH 0K,
MAEHCHT D B VDD D EX E BWIEH—EIC
WEXNZZ 2275, Maslov ETATIEY 855
ERRE LTWh, AFEDE TV TIERZFTFEH R
ERRE T 5.

HEOHTHBORFEHRICBWT, o Miitgry
WKID BV VI DIEF—RICLTFD &S
RIKREERIE L, ZNE2ARMIEDOE T MITEEICHEL
TWa. T1bb, HERMFETICA > TELLE
XDIH, —H/EVEDELE —FEVEWELH &
HIDKIERT 2 LTIREZI NG, 2Dk, —HHICR
W D EXE ZHFHIZEWE WIS ROMERT &
LCIRES N, FARRICKER 7 DIERRE STV L.
HIRRIER T & L TIREZINTOWARWED DIEXDOH
T, —&HLW5E D EX DA —F 0 B DTS oA
& D bE L R o 7EAIE Mg b &ndo
WMol WD Z 2T, ThLENERT DRI T
52V, HERZ E LTIREIRTWARVWED

2.3

14

SIG-FIN-028

Ask Price Bid

High
1
T A Order A

e
2D
TE

Order C
Order D
Order E

TE Order F
!

Low

X 1: ZOWRTIE, RENCHEXE & ADRERT L L
THEXN, RIZHEXD & BBWERT & LTHRE
XN, X CEFEEShZW., KEMSE X
Y33y, EXX AL FOMHEIERER 24 — X,
ngX, O,XfiL'D, X*l’E, 0.

DIEXDHT—FKL N5 D T DAk % i R7E D &L,
—HFEWVEHWEXDOfiitE 2 R EEWKEL E FERZ I
5.

BN —MZDOWTHK 1 OFZ AWTHAT 2. n=
6 HDEXA,B, ... FZEEL, ZRENDfMitEE x4,
B, o T (Ta > 23 > .. >2p) 855, ¥/, IF
X C,DRFEWEZEDTHD, HEXA, BNMUFIZE
WTHhbLT5. ZOE, —HLVWEHEXE —
BEVWEHWE A DPRADHERT & L TIRES R,
iz, ZH/EHICRVEEDEY D & ZHFHICEVWEWE
X B BRAIDKERT & LTHREZND. FERT &
LTREZINTE-EXTHS C L FizowTid,
xo > xp THETDNE XN,

2.4 %hH

e D FORM%E THEMK-Z DRERIFEORMRD
FHiiffiA% ), BOWFORAEZ 12 DRERIFFOHMD
FHMEAS-FIEMME ) IS X o TERT 2. WELRD-
FREROMAIZ0THZ T2, ZOERITA—7
¥ a YEERO AT 23] KBWTHHVwSA T,
3. Fiz, FERERIEZE NS DFOFHM A 1< B
EXEAND L, HE-o CRHmMiig & F S flikg 2% L
WD rT3. K1OFNKRS Y, RICKEmEE X
Y UER, XA DS FOMAREAZR 24 — X,
tp—X, 0, X —zp, X —zxp, 027%%. HGEED
SHOAFNE 24+ 25 —xp —2p TH Y, ZHUIKE



filikg X ITKEFE LRV, —i&kiZ, ZoEFTALTIEHSE
RO DEFHIFEMFSE DERITHKIF LRV, Tz,
—DDMERTICEIT 2HHOEFZ, FUiitg D72
HOTEWiikg-FE D il TRINBZ Z 21Tk 3.

3 oth

3.1ICHBWTC, FEUiE -5 25 § £ TOMIL
BRI TT VR LITRESINDEZ DD T 5.
WG, S OMARHER, ik & 3R & i
PTBZEeTIEARETHS. RIT3212BVT, F
XENCHBEEHZEAT 3. TRhbL, IWEEHARD
HESCZARFERICB VT, EXHIEICA->TL 525D
L, HEUfitgiE, ZHARNICHRAA - TELEL
DRFUZ & > THIE XN B TffEiRE ) ZHbe L
— KT o TI VR AT EZINE DD T 5.

3.1 EXRICHEERANZVGE O

nDELEEZD (i =1,2,...,n). STFEXMHE 2; 1%
WA 72— ARICHED & L, SRR s; 13~V X —
ADAIHES T B, s, = 1D DEXE, 55 = —1
PEHWEXERL, ZREFNDOHRIIp & 1—pTH
5. %z, x; &5 IMNITH D, p= 5 DHEIEENC
[5] THENTVWEDT, RETTIE D plcoONT
EZ5.

{21, ey Ty 814 ey S} DIRIUTBNWT, HEROH)
F% U({zi}; {s:}) LEFET 5. %72, P{s:})1&D
s; DMERDMEGZ 5. 2O X2 U({x;};{s;}) DHIRF
E(U)IZUA T BEREENS.

o= [ /dm

P({siHU{zi}; {s:})

N

%
dl‘l dl‘g
% —
{Si}::tl

3 z Ty_1
:n!/ dxl/ dxg.../ dx,
_1 _1 _1
2 2 2

> P{siHU{xi}i {si})

{si}==%1

1 @1 Tn—1
:n!/ d:cl/ dl‘g.../ dx,
1 1
-1 -1 _

1
2

Yo PUsiH Y Uig({zadi{sih): (1)

{si}==%1 i<j

vl

ZZTC—OHOXERLRE, v > 20 > .. > 1,
PREL, FXi & j OMOWERTICBI 28H%
U j({zi}; {si}) LEBLTVS. X ik jBRET
BZEMIULTOr B TH 3.

15

SIG-FIN-028

1. B i 3BV TH 5.
2. EX jIIFEH TH 3.

3 FEX i EDBEVEWEXDEHEEF DD
TWFE D T OEEIIFE L V.
HEX i+, ., j— 1 OFSHEINIMERTH 5. £z, EX
i & j DRIENER LG EORT O 2, —2; TH
D, #oT, (1) DYy, muy PUsiDUs i ({mi}s {si})
X, MTotshRIN5.

min{i—1,n—j}

D

k=0

p(1=p) [(L=p)*p' =t *pF (L —py it

i-1Ck - nmi Cr ]+ (@5 — ).

(2)

X (1) X (2 2FET 2, —RERLEDOM
RS O TIME (u) = L1,

- p(12—p) (1_ nil)

ERED. o T, WO FIEE n OREINBIEL
TH 2D, n OERKOMRT 22 2tk 2 2
PR E R

(u) 3)

3.2 AXMICHEERZ ANISEENDIZa

L—>3ay

3.1 T, FXMiEOMERNHIEETH 72205, T
DI TIE, TN OMERDMIE, ZTHLATOEIC
FoTHEINEDHDL TS, FENL—VIILITDL
BHTHA.

FF, TSR BV TEERY 72 R ¢
1,2,..,n ZEFL, BRRt THEX i = t BPRICA
2235, WAt =nTHEXnBAD, HEXCZAFRRH
WD e, BRT7TOVENBITEINS. T, B
B IZBOVT, RIS Z DR TSR 2 - 72
CREL, FERTDANDOEIHNORRETE D R & it
BEOVKELOEEZFIH T 5. % OFEHE % S HHis
X, b LCERTS. 1R TIE, RICZDREET
F RS o2 T3 2, WERTLANDOHE
SRR C L FThD, ftoTumimsg 2o
5. b LIS DRAIDT OREEIZB W
TR EED HNRVEEICIE, X, =073

RIS B W CTHESCZ AR R 234 2 £ T
EPPUTEIN B Z 23D, i X, 3 RICHE
HPITE NG5G DRDOFL Ok & v 5 EIKT, &
R DEE UM AT EMIGE TH 2 LIZ D Z B TE 3.
EBEOTIZITB W T b REFIIIIHE R % BIZEATFET




The balance price X;

400 600 800
t

200 1000

X 2: Hffitg X, ORRINZN. 2 Z2TiE 1 HEDR
fTRED 5 B 30 D ARIR L T-.

0.1

0.01

0.001

0.0001 .
10

100 1000
t

X 3: R7T5 4 U T 40, DEFRFIZ. t DR KD
[RCTRZT4 VT 40, D5t IZHABILTNS

HY, Zoffiksk S LD S Eilg % RE L T
ZeBEbhs. KEFLICBVWTL, FEt+1TO
&Yﬁﬁ*ﬁ T41 &iyg?ﬁiﬁﬁ*ﬁ X e EF"[:‘ i Y —*iﬁj\ﬁ Iz
FoTREXINZDDLET S, Tz, KRHEITIX,
HO7- DT FEGEROMERIE p=1 T 5.
AL TIEEATEEE 1 ARl LT IalL—> 3
YEFETLR. £, HEME X, ORRIIZ(LIEX
20BN THS. Tz, —MICHHiEEE DOIEHER 2
ERITAVTLEMERD, RIT4VT 4% 0y =
V(X1 = X0)?), TEET 2. (), BERBOFIZ
£ITr32. K3WEKRTT 4 VT 40, DRRINE(LE
R, t OEBRKOWR TR T4 VT 40, Bt7HIC
HHT2Zebnrs. ZOWHEE, Appendix TitfH
BERADILITTS.

BRI, —HRERYDOHOEEHw DY I 2
L—aUiERIE, 4B THS. Kbt = 1000

16

SIG-FIN-028

o
>

0.35 1

©
D e
a W
T
Il

o
o © 4
=

o
a

The average expected utility <u>
o
o N

600 800
t

200 400 1000
X 4: —#ERY 72D O DOEEME v DRRIIZS L.
2T 1 HEORITEED 5 B 30 DO ARIR L.

T (u), = 0.124 +£0.005 ¥ o7z, TAUZ, n QMR
ROMIRT (u) 28 £ 1TWCRT 2 205 3.1 OfER 5
BNTHZ. ZOZriX, LoEHRD B D HEmE
DEED ~t~L DRAE— FTRD L, #E- Tk
ZHUL & F B SRS O 74 DB = 23 I
U 7Ma5R, HEitg DR mHEE X 7z 3.1 DIR
MIIFE SN B0 L fERENS.

weam

AL TIIRESHICET 27V 2EAL, RE
TV % AW TSR 25— B A S E S A DR O
R KD Tz, ZOREER, FXHZAIUIEZ 513
¥, —HERY D ORI OEIETEN T % 23,
HEZ—EDMEICPET 2 Z e BHLMTR o7 RIC
RETFIVEIER U, iR 258 25 O SCRIU K TE
THEMELLD, ZOEEIRIIDET L EESH
BEAEEME LN, o ki, WEESROWEI
ko THEWEEICHAINS. Tbb, WEHEEH
KT, BRINEDBLE T EXDEEI LT
{Z8T, REWCEXDHDOIGIKDPZLLIC 2o
TWL. ZOZ s, FEXIMEHEZEDOFEIHT
FTREFAN, RO A, EXOMRIHHEE
ENTOERAIDET LV TEZRIICIRE LZdD
cEbhB.

P IEHRZ, WENBRINIFATIND 20, EX
HEEINZLEROELVE WS HT, FHEEST
Bz, FIEARNICET 2 ERZMADPDLETH 5.

SHOMFICHET 28 5 —oD 783, FiESHT
H 5. EEOKRTE TS EENIER STl
CREFANCHES Z e ML HSNTWS [6]. LAL
B3 s, ARIFFETIX Appendix D & B D F 2 FIRERE

4



A TR RIS B0 2 IS O AT IER A & 7 o

To. TESCZANREER IS BT 2 IS EE ORI DWW T,
W 2 FFE D EEN 5.

Appendix

B @R DOEL

X5 % HWiRde, EREOEEiNiEDZE(D, DU
TORAVX—=AFHIHES 2 2RT. 3, Bt
WBWT, B EXORHEEZ ai(x), BVWEXDE
EEE b(x) T 5. ZOr X, HEiE X, 1%, %
DEFEDIS, HxMF7HEBOMHENE L VWRTKE
5. ROWEt+ 1T, HEXUHME 2000 53 X, DE DD
—REDIC K o THREX N, ZOHITIECEINZE
WTH3E3 5. oT, 7 IELDEEEIIMKAL
LT a1(z) = ar(z) THBH, BOIEXOBEEZ
bt+1($) = bt(i) + 5($ - $t+1) Lzﬁﬂﬁjé ZDrxE
WIS X, 1, BRI 2 EE O mED
FLVAICEHIN, X, & X EUT 0RFRRE
77

ar(Xe) (Xep1 — Xe) = =be (X)) (Xp1 — Xp) + 1. (4)

il ¢t THEXBIZ t HTHZDT, [ afx)ds +
[Z be(w)de = t BIRD IO T D, ay(z) & by(z) D
WARIAIE S L, ¥ T2 Y, ai(Xe) +bi(Xy) ~ £ Ll
MTES. foT, Xy — X, ~ Lt. Bt +1 OFSUE
BHTED TH 55 bFEBROHMICE D, X1 — X ~
—Letpnehs, M OE(LENIVR— A1 5
CHES b WA 5. BRSO R T T 4 VT 10413,

(5)

THd. ZOMALINE L, 1, Appendix OREIZFE
filis 5.

g ~ —

WEENE DT

R t = 1000 12 3B1) 2 S X, D9MIEK 6 T
IREND. X0 DA DIFHERZE % 51000 = 0.319 &
L, FE 0, BHERZE 61000 DIEM DS HiETT
0y LTWA2, il X, O91iE07 ) ORE
TIEHZMAICED 74y bEINDZ B0 5. ZDZ
X, UToOr BOHHENAIGETHS. ThbDE, L
DFFICE D, W 1281 3R o Z iz
X—A PARHED DS, FNEEME 0 L HEERE o D
EROHMTEEMMZZ I R2EZ 3. BREDRITIZ
ML DT, ERIHDOEAAAEEZ ST, K
Mt=125t=n 2K DZD D MHIET

17

SIG-FIN-028

bt<l') E,
.
X, T

) D 4
(i) stept+1

Xt“i T

bria(s) = b(a) + 0o + a1sy)
I
Xiy1 Tt41 T

5: TS DZALDI ANV X — A DARICHES . (i)
FEDIEXDOBEE T a(x), BWIEXOBEE % b (z)
&9 5. G X, 1%, e EEOmEE
LWHTH 5. (ii) F7 it o0 NEWEXHAD,
FEDEXDEEEL a1 (7) = ay(x), BWIEXLDOEE
B b1 (z) = by(x) + 0(x — 1) & 72 5. EIHEHATRE
X1 BHEHIN, Xpp1 & Xy OZALD ~ Le 2 3l X
n3.

I 0, BUERSE 5, = |3 o DRSS =
t=1
LT 5.

HE@mEORS T VT DE1L

X (5) 1B 2R t TORD MBI ILNE L, % FFff
T5.

kg OREEED—D0% n & L, T OB TRAt
WCBWTHEB XN 358 D ROEOEEREE o) (v)
3%, ITOREIZE BWETH ML T 5. K
tETCOEXEt DI BIBHPRDELTHE I %
ERT 5L, £y ToOHMHERE X, ZHWS Z 2T,



1.6
1.4
1.2

The density function of X4
The Gauss function ¢(x;0,0;q0) - - - -

0.8
0.6
04r
021

X1000

6: HEMME X000 DAY, ZDEEHERZE 51000,
SEE 0 D IEFRAS.

al () FEUATOrBHRHIHEINS.

1 t
af () = 525(3:—?(}3). (6)
k=1
Ak, BREE EICBWVT X O D TS TICHE -
THEXDASD, MDD, bxd¥Y =X IZIE
NHABELTWVS.

af (z) DFEFETH (0]l (x)), 13,

ot

(@} (x)), =5 > (0~ X)),

k

N | =
=l
—

(7)

1 1 w(ﬁ)
IRr=RC AN
RO BRI 7208 Ly % (af (x)), OEEHERZE TGS 5
leilsask,

L= \//_O; da? (a?(m))n/;

1 < 1 o
=\ln > 67 = 5 > o? (8)
k=1 =1
X (5) MU (8) &b, t DR KDHR T,
1 o0
Ot+1 1 — Ui2' (9)

DEXD, DR T T4 ) T 412DO0WToy ~t7!
RS ZEMNTEL.

EAfS

AR, JSPS BHifZ (JP18K03449) DBIF %%
FE L.

18

SIG-FIN-028

BE X

[1] A. S. Kyle: Continuous Auctions and Insider
Trading, Fconometrica, Vol. 53, pp. 1315-1336
(1985)

[2] W. Vicrey: Counterspeculation, Auctions, and
Competitive Sealed Tenders, Journal of Finance,
Vol. 16, pp. 8-37 (1961)

J. Bulow, P. Klemperer: Auctions Versus Ne-
gotiations, American Economic Review, Vol. 86,
pp. 180-194 (1996)

S. Maslov, M. Mills: Price fluctuations from the
order book perspective - empirical facts and a
simple model, Pysica A, Vol. 299, pp. 234-246
(2001)

FENK, —KREE: MEZFRET SRR -
PREROMAICEGZ 5%, IPXV—F%> 7 -
~R—r%— Vol. 24 (2018)

R. N. Mantegna, H. E. Stanley: Scaling Behavior
in the Dynamics of an Economic Index, Nature,
Vol. 376, pp. 46—49 (1995)





