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Transactions in stock exchanges frequently take place at round-number prices, which is referred

to as price clustering. Using tick-by-tick transaction data from August 2001 to June 2003, this

article investigates price clustering on the Tokyo Stock Exchange. The degree of price clustering

on the exchange decreases with the relative tick sizes and market capitalization, and increases with

price volatility and transaction sizes. After controlling the minimum trading values, stocks

differing in tick sizes and in minimum trading units do not exhibit a different degree of price-

clustering. These results are not consistent with the preference hypothesis but rather with the

price-resolution hypothesis.
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