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NASDAQ Chen and Duffie (2021) predict price impact of trading increased when Estimation of causal effects is based on an IV approach:
a new lit exchange is launched:
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User newly launched lit exchange--the Members Exchange (mechnical price impact channel) and order submission strategies
(MEMX)--as an exogenous shock to market fragmentation level Higher market fragmentation level leads to an increase in (informational price impact channel) play a role in the determinants

price impact of trading in the U.S. equity markets — of price impact when a new lit exchange is launched
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Informational price impact — adverse selection costs based on . Though more lit exchanges may enhance price lnformatheneSS, 1t
the seminal works of Glosten and Milgrom (1985) and Kyle Results are robust: @al@matwe measures of market Iflay.n(.)t always be benificial to market participants in terms of
(1985) fragmentation and price impact, @heterogenous effects on liquidity
Mechanical brice i ¢ s fluctuati . orderbook stat h different types of stocks, 3reverse causality and endogenous
cchanical price impac UCTUATIONS 1 OTACIDOOK Status suc venue choice, @WNMS rule, and ®external validity Regulators should realize the consequences of introducing addtional
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