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The effects of stock splits on stock liquidity
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On April 2014, the trading unit of listed stocks was consolidated to 100
shares. Stock splits became the only way to reduce the minimum purchase price and more strategic
importance for listed companies. In this research, we demonstrated the improving liquidity of the
stock split. As a result, we found that the stock splits increased the activation of orders, the
traded volume, and the turnover and decreased the bid-ask spread, and the reverse selection costs.
In addition, the stock splits increased the number of total shareholders and the individual
shareholders, and the share of individual shareholders. On the basis of these results, the listed
companies have succeeded in improving the liquidity of stocks and further broaden the investor base,
which is the main purpose of the stock split for them.
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