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Abstract
We study the effect of public transaction reporting on trading activity, trade execution costs, and
dealer behavior for Rule 144A corporate bonds that are primarily traded by institutional investors.
TRACE reporting had no measurable impact on bond turnover, or the dealers’ willingness to hold
inventory positions, participate in interdealer trades, or facilitate block transactions. Transaction
costs decrease following trade reporting by approximately 10% with large reductions observed for
block transactions and bonds with lower dealer competition. Small dealers gain market share and
close the trading cost advantage enjoyed by large dealers. Our evidence suggests that even
institutional traders benefit from improved transparency, particularly when competition among
dealers is weak.
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I. Introduction
The U.S. corporate bond market represents an important source of funds for corporations
and has witnessed remarkable growth in the last decade. At the end of 2016, there was $8.5 trillion
in corporate bonds outstanding, with aggregate new issuance activity over $1.5 trillion in 2016
alone. Privately placed and non-registered, Rule 144A corporate bonds represent a significant
fraction of the corporate bond market, capturing over 20% of new issuance activity in recent years.1
Rule 144A issuances offer an opportunity for firms to quickly raise funds without the need
to register securities at issuance and meet U.S. disclosure standards.2 Rule 144A, adopted by the
SEC in April 1990, restricts the sale of 144A securities to qualified institutional buyers (QIBs).
Most investment funds with more than $100 million in assets-under-management qualify for the
QIB designation, but retail investors generally do not meet this threshold. For this reason,
participants in the secondary market for Rule 144A bonds are predominantly large institutions and
accredited investors.
Corporate bonds trade primarily over-the-counter where the vast majority of transactions
are intermediated by bond dealers. Although larger than equity markets, bond markets are not
nearly as transparent with limited information on dealer quotations. Beginning in July 2002,
transparency in the corporate bond market received a significant boost when the National
Association of Securities Dealers (NASD) began publicly reporting trade information in a select
subset of 500 corporate bonds through its Trade Reporting and Compliance Engine (TRACE).
Dissemination of trade information for all public (registered) corporate bonds was phased in
1

See Han, Huang, Kalimipalli, and Wang (2018).
2 See Fenn (2000) and Huang, Rongbing, and Ramirez (2010) for a discussion on speed of issuance as a primary
driver of growth in the 144A market. Given the shorted issuance process, 144A bonds are a popular funding source
for financially constrained high yield issuers. International firms often access the U.S. 144A market to avoid costs
associated with disclosure requirements in public bond markets (see, e.g., Miller and Puthenpurackal, 2002;
Chaplinsky and Ramchand, 2004; Gao, 2011).
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between 2002 and 2005. However, trade reporting for Rule 144A corporate issues was delayed
until June 2014. This study examines the impact of public transaction reporting on trading activity,
trade execution costs, and dealer behavior for Rule 144A corporate bonds.
Public reporting of transaction prices has the potential to reduce information asymmetry
between bond market participants. In opaque markets, ex-post details on completed transaction
prices and quantities from the secondary market are unavailable to all market participants, which
likely confer benefits to large dealers and the institutions with stronger relationship with dealers.3
Introducing trade reporting levels the playing field by diminishing the negotiation advantage that
one party has over the other and improves customers’ ability to value securities and compare their
execution prices with those of other transactions.4 This provides dealers with stronger incentives
to offer competitive bid and offers that lower trade execution costs.
Several academic studies examine public registered corporate bonds that were subject to
TRACE initiation between 2002 through 2005. Edwards, Harris, and Piwowar (2007) report that
one-way transaction costs for bonds that were subject to TRACE reporting are roughly five basis
points lower than similar control bonds. Bessembinder, Maxwell, and Venkataraman (2006) find
that trading costs for institutional investors decline by approximately 50% with TRACE initiation.
They also find that trading costs for bonds not eligible for TRACE reporting decline by 20%,
suggesting the presence of a ‘liquidity externality’ whereby improved price discovery in some
bonds facilitates improved price discovery in related bonds. For a sample of BBB-rated bonds,
Goldstein, Hotchkiss, and Sirri (2007) report that TRACE introduction has little impact on trading
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Pagano and Roell (1996) and Green, Hollifield, and Schuhoff (2003) show theoretically that opaque markets offer
advantages to dealers in negotiations with less informed customers. Back, Liu, and Teguia (2017) show theoretically
that although dealers benefit from higher spreads in opaque markets, in some settings, the reduced spreads in
transparent markets are offset by increases in the volume of trade.
4
Duffie, Dworczak, and Zhu (2014) show the publication of benchmark prices in OTC markets can lead to market
efficiency gains.
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activity but a material reduction in spreads, except for very large sized trades and trades in illiquid
bonds.5 Schultz (2012) finds that increased post-trade transparency in municipal bonds leads to a
sharp reduction in dispersion in purchase prices around bond issuance.
While the evidence from registered corporate bond studies points to improved investor
outcomes with trade reporting, market participants and regulators continue to have concerns
regarding the potential adverse impact of trade reporting on liquidity. Effective July 2017, SECregistered broker-dealers are required to report all transactions in Treasury securities to FINRA’s
TRACE system. The data are available to regulators and Treasury only, and not disseminated to
the public. In April 2018, an SEC-appointed advisory committee (FIMSAC) recommended a
proposal to delay reporting of large trades in corporate bonds to 48 hours after execution time.
In comparison with the impact of transparency on registered corporate bonds in 2002-2005,
it is less clear whether the benefits of trade reporting for 144A corporate bonds in June 2014 will
outweigh the costs for two reasons. First, the structure of the corporate bond market has changed
in the last decade. Investors in corporate bonds before TRACE reporting initiation in 2002-2005
faced a largely opaque environment with no information on recently completed trades and limited
ability to obtain competitive bids and offers from multiple dealers.
The information environment for institutional investors in recent years has improved along
many dimensions.

Institutions can subscribe to news feeds from data aggregators (e.g.,

Bloomberg) for recently completed transaction data on bonds that are subject to public
dissemination and quotation data from multiple dealers and electronic bond trading platforms.
Many dealers and third-party market data vendors broadcast indicative bids and offers that are

5

See also Brugler, Comerton-Forde, and Martin (2016) who show that increased transparency due to TRACE led to
reductions in primary market corporate bond issuance costs.
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updated many times intra-day using automated pricing models, and new parsing and aggregation
services have emerged to help institutions identify the best available liquidity for their needs (e.g.,
Algomi ALFA). Institutions can also solicit quotations from multiple dealers simultaneously via
electronic request-for quote (RFQ) platforms, such as MarketAxess, which have gained a
significant share (20%) of market activity.6 Newer electronic trading venues offer innovative
trading protocols that provide institutions the ability to trade with each other using hidden order
types and “dark-pool”-style matching (e.g., Trumid). These changes in market structure and
improvements in information environment suggest that the incremental benefits of initiating
TRACE reporting is likely smaller in 2014 in comparison to 2002-2005.
Second, the publication of real-time transaction data is potentially costly in segments of
the market that are dominated by institutional investors. Since trading activity in most corporate
bonds is sparse, market participants can make inferences based on reported transactions regarding
the presence of a large buyer or seller and the inventory positions of dealers. This could lead dealers
to commit less capital to market making or to charge a higher premium for holding inventory if
they perceive that trade reporting leads to greater difficulty in hedging large positions.7 These
concerns are especially relevant for bond market segments, such as Treasury bonds and Rule 144A
corporate bonds, where institutions are primary participants and often engage in "block" trades. In
the period after the 2007-2009 financial crisis, banking regulations such as Volcker Rule have
caused dealers to scale back on inventory positions, which further heightens the concerns regarding
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A 2015 survey by Greenwich Associates, reports that electronic venues accounted for 8% of investment-grade
corporate bond trading in 2010, and 20% in 2015. See Greenwich Associates, “The Continuing Corporate Bond
Evolution”, Q4 2015.
7
In recognition of potential challenges in facilitating block trades, trade sizes in corporate bonds that are
disseminated to the public via the TRACE data feed are capped. Specifically, trade size is reported as “5MM+” and
“1MM+” if the par value transacted is greater than $5 million for investment grade and $1 million for high yield
bonds, respectively. The actual trade size is reported after a six-month delay.
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the ability to complete block trades.8 A 2017 Greenwich Associates study reports that 60% of
credit investors surveyed by the study describe difficulty in executing orders that exceed $5
million.9 Under these conditions, how does trade reporting affect dealer behavior and trade
execution costs for institutional investors? Is the experience for Rule 144 corporate bonds similar
to those reported in earlier time periods? This study helps inform the debate on trade reporting in
U.S. Treasury securities and the SEC’s pilot proposal to delay reporting of block transactions in
corporate bonds.
Using an enhanced version of the TRACE transactions dataset from July 2013 to June
2015, we identify 5,751 private (144A) bond issues for which FINRA began public reporting of
trade data on June 27, 2014 (“treated” sample). Institutional investors play a dominant role in the
trading of treated bonds. For the treated bonds, the average trade size is $2.1 million, which is
nearly twice as large as that observed for public bonds. Even the 10th percentile of trade size
distribution exceeds $140,000 indicating that retail investors are not active in 144A bonds.10
We implement an event study design that compares the trades of treated bonds in the oneyear period before trade reporting is initiated to the one-year period after trade reporting is initiated.
The Volcker Rule, which was part of the Dodd-Frank regulation, was implemented on April 1,
2014, and impacted the behavior of dealers in corporate bonds. We therefore identify a sample of
control bonds that were subject to TRACE reporting throughout the two-year period. The control
bonds are affected by banking regulations but not by trade reporting; thus, a difference-indifference analysis that compares the trades of treated bonds with the trades of control bonds
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Bao, O’Hara, and Zhou (2017), Bessembinder, Maxwell, Jacobsen, and Venkataraman (2017), Dick-Nielsen and
Rossi (2017), Choi and Huh (2017) and Schultz (2017) document significant reductions in dealers’ willingness to
commit capital following the implementation of the Volcker Rule.
9
See "Innovations ease corporate bond trading", Greenwich Associates, Quarter 2, 2017.
10
Bessembinder, Maxwell, Jacobsen, and Venkataraman (2017) present the trade size distribution for a broader
sample of corporate bonds, where 60% to 70% of trades are reported to be less than $100,000.
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accounts for market wide effects (including post-crisis regulation) and isolates the impact of trade
reporting on treated bonds. In time series regressions, we control for market conditions such as
stock and bond index returns, changes in CBOE volatility index, and the 3-month LIBOR.
The difference-in-difference regression results indicate that TRACE reporting had no
measurable impact on bond turnover, the dealer’s propensity to participate in a principal capacity,
or the dealer’s willingness to participate in the interdealer market. Further, we find no evidence
that TRACE reporting caused dealers to reduce capital for market making.
We analyze execution costs for customer transactions in treated bonds before and after
trade reporting is initiated. The results indicate that average one-way trading costs for treated bonds
subject to TRACE reporting declined by 1.5 basis points, or approximately by 10% of trading costs
observed before transparency. The results are robust in difference-in-difference specifications
using control bonds, and to inclusion of control variables that might explain variations in trade
execution costs. Trading costs reductions are greater for large trades that exceed $1 million and
for high-yield bonds in comparison to investment-grade bonds.
Our results point to the mechanism by which trade execution costs decline for customers.
Transaction reporting levels the playing field by informing all participants about recent price
information. This allows new dealers to enter the market and compete for customer business with
higher bids or lower offers, which leads to lower customer trading costs.11 We observe a decline
in trading volume market share of the top dealer, the top five dealers, the set of thirty-five largest
dealers identified by Bessembinder, Jacobsen, Maxwell, and Venkataraman (2017, BJMV
hereafter), and the Herfindahl index of dealer market share. Trade reporting lowers costs for

11

DiMaggio, Kermani and Song (2017) report that a dominant dealer in the bond issue predicts higher trading costs.
See also Naik, Nueberger and Viswanathan (1999), for a theoretical model on the impact of disclosure of public
trade details on welfare.
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customer trades with both large and small dealers, but the decline for small dealers (22%) is twice
as large as that observed for large dealers (11%). As a result, the trading cost advantage that large
dealers enjoy over small dealers (see Schultz, 2001) in the period before trade reporting disappears
after reporting is introduced. Further, the reductions in trading costs are sensitive to the level of
dealer competition in a bond. For bonds with the lowest competition among dealers (as measured
by the Herfindahl index), trading costs decline from 19.2 basis points before transparency to 13.8
points after transparency, a decline of 39% that is economically large.
The results do not support that timely reporting of transactions impedes institutions’ ability
to complete block transactions. We estimate diff-and-diff regressions where dependent variables
are the proportion of all trading volume that occurs in the form of block transactions exceeding $5
(or $10 million). We do not find evidence that trade reporting had a measurable impact on block
trading activity. In fact, the trading volume market share of mega-block transactions that exceed
$15 million (or $25 million) is higher in the period after TRACE reporting is initiated. Further, the
reductions in trading costs increase with block size, and for blocks that exceed $25 million, the
trading cost reduction is 48%, from 11.2 basis points to 7.5 basis points. These findings suggest
that transparency benefits the buy-side institutions by lowering the cost of completing block trades.
The findings that trade reporting improves liquidity for 144A corporate bonds is all the
more surprising because large institutions are the primary participants in this market. To the extent
that transactions data from the large pool of disseminated corporate bonds and quotation data from
multiple dealers and electronic venues are sufficient to value 144A bonds, transparency should
have no material impact on liquidity. Our results suggest that segments of bond market are
sufficiently unique (or segmented) and even sophisticated traders benefit from timely disclosure
of trade information and that the benefits are greater when competition among dealers is weak.
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The article is organized as follows. We discuss the data sources, sample selection and
related literature in Section II. Section III presents the descriptive statistics on trading activity for
Rule 144A corporate bonds and motivates the diff-in-diff research design. The impact of trade
reporting on trade execution costs is presented in Section IV, the impact on trading activity and
dealer capital in Section V, and the impact on block trades is presented in Section VI. We present
our conclusions in Section VII.
II. Data and sample construction
Since July 2002, FINRA has required broker/dealers to report transaction prices and
quantities to its TRACE system. However, FINRA did not disseminate the public transaction data
on 144A corporate bonds until June 27, 2014. We rely on an enhanced version of the TRACE data
provided by FINRA that includes all trade data, including 144A bond trades not disseminated to
the public. The data also includes dealer identification numbers and unmasked transaction sizes,
which allows us to construct measures of capital commitment at the dealer level. We obtain
information on the characteristics of each traded bond, including maturity date and bond rating,
from the Fixed Income Securities Database (FISD).
We consider only the 5,751 CUSIPS identified by FISD and enhanced TRACE as (a) nonputtable U.S. Corporate Debentures and U.S. Corporate Bond Notes, (b) 144A bonds, and (c)
subject to TRACE transaction reporting on June 27, 2014. For the Treated sample, we identify all
transactions reported on the TRACE system in the year before and after trade reporting is initiated.
We specify the twelve months prior to the TRACE reporting, July 1, 2013 through June 26, 2014,
as the sample period before regulation ("PRE") and the following twelve months, July 1, 2014
through June 30, 2015 as the sample period after regulation ("POST").
Many 144A bonds are issued with registration rights and subsequently become publicly
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registered, allowing firms to quickly access funds at the time of issuance but to eventually gain the
benefits of a more liquid public debt market. In most registration events, the issuer of a Rule 144A
corporate bond typically exchanges the privately placed bond with a new identical registered
security (e.g., same coupon, issue size, and maturity date). This is referred to as an “A/B” or
“Exxon Capital” exchange offer, and described in the registration rights agreement.12 In contrast
to Rule 144A bonds that restrict resale of securities to QIBs such as large institutions and
accredited investors, the registered bonds are unrestricted and can be resold to retail investors.13
However, public registration involves detailed disclosure about the issuer and the offering.
Although most issuers provide similar information in Rule 144A offerings as in a public offering,
the 144A offering does not trigger ongoing periodic reporting requirements.14 The flexibility for
the issuer in choosing what information to disclose might influence the issuer’s decision to exclude
registration rights in private bond offerings. Han et al. (2018) study the liquidity effects of
enhanced disclosure induced by public registration for the period 2002-2013 and report a reduction
in the bid-ask spreads surrounding the exchange. They find that 25% of 144A bonds reported on
TRACE and FISD are subsequently registered and that the majority of registrations occur within
six months of the 144A bond offering.
We employ the set of data cleaning screens implemented by BJMV to delete cancelled or
erroneous trades. We also exclude trades associated with new issuances, including those indicated
to be primary market transactions as well as secondary market transactions that occur immediately

12

Rule 144A issues can also become registered via a shelf registration. This registration method is used less
frequently due to burdensome reporting requirements at issuance and because most low-rated bonds do not meet the
requirements for a shelf registration.
13
Beginning February 15, 2008, to promote increased secondary market trading and reduce issuer cost of capital, the
Securities and Exchange Commission (SEC) revised Rule 144 such that most QIBs could resell freely the privately
placed bonds six months after issuance so long as the issuer remains current in its SEC filings, or one-year after
issuance for non-reporting issuers. This rule change may have reduced the need for A/B exchange registration.
14
See Bloomberg Law Reports (2012), Using Rule 144A to Access the U.S. Capital Markets.
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after the issuance.15 With these filters imposed, the sample is comprised of 553,039 transactions.
III. Descriptive statistics of TRACE reporting on trading activity
In this section, we report descriptive information on trading activity of dealers before and
after TRACE reporting is initiated. Table I reports aggregate monthly trading volume for Treated
bonds. Both customer-to-dealer and interdealer trades average approximately $51.9 billion in the
period before transparency but decline to $42.9 billion in the period after transparency. The median
of the monthly distribution declines from $54.2 billion to $40.6 billion and the Wilcoxon rank sum
test of differences indicates that the decline is statistically significant. The decline in trading
volume of approximately 17% is economically large.
The decline in trading volume can be attributed both to a decline in the number of monthly
trades and a reduction in average trade size (both reductions are significant at the 5% level). The
monthly number of aggregate trades averages 24,600 before transparency and 21,470 after
transparency, which reflects a decline of 13%. Average trade size declines from $2.1 million before
transparency to $2.0 million after transparency. Trade size in Rule 144A bonds is significantly
larger those reported by BJMV ($1.2 million) for a broader sample of corporate bonds.
Interdealer trading volume declines by 30% from $6.9 billion before TRACE to $4.9 billion
after TRACE while customer-to-dealer volume declines by 15% from $44.9 billion before TRACE
to $38.0 billion after TRACE. Both categories experience a decline in number of monthly trades,
and all declines are statistically significant. Consistent with the literature, interdealer trades are
smaller than customer trades. Interdealer trades experience a reduction in trade size after TRACE.

If the offering date is on or before the 15th of the month, we exclude the remainder of the issue month; otherwise
we exclude the issue month and the following month. We exclude one large dealer that, during 2014, began to
transfer its inventory to an off-shore subsidiary by reporting an immediately offsetting transaction for the large
majority of its principal trades.
15
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Schultz (2017) finds that interdealer trades are far more important for managing dealer inventory
risk than customer trades. Figures 1 and 2 illustrate the patterns in trade size and trading volume
around the introduction of trade reporting.
Trading activity in 144A bonds is highly concentrated with a few dealers. We calculate the
market share of dealers based on the aggregate customer trading volume in treated bonds. The
market share of the top dealer declines from 10.9% before TRACE to 10.6% after TRACE, but
the difference is not statistically significant. We observe a statistically significant decline in the
market share of the top 5 and top 35 largest dealers after transparency, suggesting that transparency
is associated with higher competition among dealers. The Herfindahl Index (HI) of dealer
concentration is obtained by squaring each dealer’s market share and then summing the resulting
number. The HI declines from 0.057 before transparency to 0.054 after transparency, and the
difference is statistically significant. Figure 3 illustrates the patterns in dealer competition around
the introduction of trade reporting.
The Volcker Rule, which was part of the Dodd-Frank act, was signed into law on July 21,
2010; however, the implementation was delayed until an effective date of April 1, 2014, with large
banks afforded the flexibility to be fully compliant by July 21, 2015. The Volcker Rule imposes
regulatory sanctions on proprietary trading activities by banks. Notably, since the important
dealers in bond markets are large banks, the regulations include an exception for market making
that encourages banks to conduct 'customer driven' trading. Duffie (2012) points out that the
regulation could have unintended consequences, as market making is inherently a form of
proprietary trading.
Recent evidence from several academic studies suggests that banking regulation has
contributed to a decline in inventory positions of bond dealers (see e.g., Bao, O’Hara, and Zhou,
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2017; Bessembinder, Maxwell, Jacobsen, and Venkataraman, 2017; Dick-Nielsen and Rossi,
2017; and Schultz, 2017). These studies report a decline in bond trading volume, average trade
size, interdealer trades, block trades, and dealer capital commitment in the period after the Volcker
Rule is implemented. The implementation of Volcker Rule on April 1, 2014 is likely to confound
the impact of TRACE initiation on June 27, 2014 for treated sample. For this reason, the univariate
statistics reported in Table I should be interpreted with caution.
To control for market-wide trends that are unrelated to TRACE reporting, we implement
time series regressions that incorporate a sample of corporate bonds ("Non-Treated" or control)
whose trades were subject to TRACE reporting in the period before and after June 27, 2014. The
Non-Treated bonds are affected by the implementation of Volcker Rule but not by changes in
TRACE reporting; thus, the difference between Treated and Non-Treated bonds helps isolate the
impact of trade reporting. To give some structure to the problem, let MQ represent a measure of
market quality (e.g., trading costs) and let Δ represent the impact of the regulation, either positive
or negative, on market quality. The change in market quality between POST and PRE period can
be represented as follows:
TREATED sample:

MQPOST - MQPRE = ΔVOLCKER + ΔTRANSPARENCY

Non-Treated sample: MQPOST - MQPRE = ΔVOLCKER
Difference-of-difference:

ΔTRANSPARENCY

One possible concern is that 144A bonds are typically issued by corporations with higher credit
risk than average. We account for the potential differences in bond attributes across treatment and
control bonds by including additional explanatory variables in the regressions.
IV. Impact of TRACE reporting on trade execution costs
We estimate execution costs for customer-to-dealer trades before and after transparency
12

using a regression-based trading cost model that builds on Schultz (2001) and in Bessembinder,
Maxwell, and Venkataraman (2006, 2013). The model is estimated as follows:
DPst = b0 + b1TRSYretst + b2 STOCKret st + b3 BONDret st + b4TSret st + b5CSret st + b6 DQst + b7Tst DQst + e st (1),

Here ΔPst is the percentage change in the trade price for a given security from an observed
trade at time ‘s’ to the next observed trade at time ‘t’; Qs and Qt are indicator variables that equal
one for customer buys and negative one for customer sells at times s and t, respectively, and ΔQst
= Qt – Qs; and Tst is an indicator variable that equals one for trades in the POST period and equals
zero for trades in the PRE period. The coefficient on ΔQst is the key parameter that estimates trade
execution costs. The intent is to capture the amount by which the average price that customers pay
to purchase a security from a dealer exceeds the average amount received when customers sell the
security to the dealer. Here, b6 estimates execution costs for Treated bonds before transparency,
while b7 estimates the amount by which execution costs before transparency exceed (are less than,
if negative) costs after transparency.
The precision of this estimate is enhanced by inclusion of additional explanatory variables
that control for changes in the economic variables that also affect bond value, from the beginning
of the trading day that includes trade s to the end of the trading day that includes trade t. The
control variables include (a) the percentage change in the Barclay’s Capital U.S. 7-10 Year
Treasury Bond Index, (b) the percentage change in the S&P500 Index, (c) the percentage change
in the Barclays Capital U.S. Corporate Bond Index, (d) the percentage change in 7-10 Year
Treasury Index in excess of the percentage change in the 3-month Treasury Index, and (e) the
percentage change in the Barclay’s Capital U.S. High Yield Bond Index in excess of the percentage
change in the Barclay’s Capital U.S. Corporate Bond Index. We delete for this analysis all
interdealer trades since it is not possible to assign these trades as buyer- or seller-initiated. We also
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exclude the first sample trade for any bond issue since the dependent variable (price change) is
missing. These filters result in a final sample for execution cost estimation of 422,500 trades.
Table II reports the regression estimates of customer trade execution costs. In the period
before transparency, the average one-way trade execution cost in column (1) for the treated bonds
is 13.3 basis points. We estimate a negative and highly significant coefficient on the POST TRACE
indicator indicating that trading costs decline by 1.51 basis points after transparency is introduced.
In column (2), we control for logarithm of trade size at time ‘t’, and find similar results.
We report diff-in-diff estimates of the impact of TRACE reporting in column (3). We
include an indicator variable, TREATED, that equals one for treated bonds, and zero for control
bonds; an indicator variable, POST, as defined earlier, and the product of the two indicator
variables. The key coefficient estimate is that obtained on the product of TREATED and POST,
which estimates the change in dependent variable from the period before to the period after trade
reporting is initiated for treated bonds relative to control bonds. This estimate accounts for the
impact of market wide events (such as Volcker Rule) and helps isolate the impact of TRACE
reporting. The estimate in column (3) indicates that transparency is associated with a reduction in
trading costs for treated bonds, with the estimate being marginally larger, at 1.81 basis points.
Column (4) through (6) report diff-in-diff estimates of the impact of TRACE introduction
on the competition among dealers. The market share of the top dealer, the top 5 dealers, and the
Herfindahl Index of dealer market share decline for treated 144A bonds after TRACE reporting.
These results suggest that timely reporting of transaction data allows small dealers to compete with
large dealers for customer business and gain market share.
Table II Panel B reports the impact of trade reporting on trade execution costs for segments
of the market. Consistent with results previously reported for corporate and municipal bonds (e.g.,
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Harris and Piwowar, 2006; Edwards, Harris, and Piwowar, 2007) trade execution costs decline
with trade size, averaging 21.9 basis points for small trades (less than $100K), 13.2 basis points
for medium trades (>=100K and <=$1 million), and 12.7 basis points for large trades (greater than
$1 million). After trade reporting is initiated, we estimate that trading cost reductions are greater
for large trades, which exhibit a decline of 17%, and high yield bonds, which decline by 14%, in
comparison to investment grade bonds, which decline by 6%.
We also estimate execution costs for customer trades with large versus small dealers.
Before TRACE reporting in initiated, trading costs for customer trades with small dealers are 14
basis points versus 13.1 basis points for trades with large dealers. TRACE reporting has lowered
costs for trades with both large and small dealers; however, the percentage reduction for small
dealers (22%) is almost twice those observed for large dealers (11%). After TRACE reporting,
customer trading costs with small dealers are in fact marginally lower (11.5 basis points) than large
dealers (11.8 basis points), suggesting that the competitive advantage of large dealers has declined
after trade reporting is introduced. Figure 4 illustrates the patterns in monthly trading costs for
large and small dealers surrounding the introduction of trade reporting.
The benefits of TRACE reporting are more pronounced for bonds with low competition
among dealers in secondary market trading. For each TRACE bond, we calculate the Herfindahl
index of dealer market share in the one-year period before TRACE initiation. We then assign the
bonds based on the level of Herfindahl index to quintile portfolios. We assess the effect of
transparency on trading costs for each quintile. The results are reported in Figure 5 and Table II
Panel B.4. We observe a positive relation between trading cost reduction and the extent of dealer
competition in a bond. For bonds that face strong competition among dealers (Q1), the reductions
in trade execution costs are modest at 3%. For bonds that face weak competition among dealers
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(Q4), trading costs decline from 19.2 basis points before trade reporting to 13.8 basis points after
trade reporting, a decline of 39% which is economically large.
These results suggest that post trade transparency levels the playing field by informing all
participants about recent price information. This allows new dealers to compete for customer
business with higher bids or lower offers, which leads to lower customer trading costs
V. Regression analysis of TRACE reporting on trading Activity and dealer Capital
We next study the impact of trade reporting on capital commitment by dealers. Since the
majority of dealers’ trade only sporadically, we focus this analysis, for tractability, on the behavior
of 35 dealers (“large dealers”) identified by BJMV, who were active dealers in corporate bonds
over the 2006 to 2016 period. BJMV report that large dealers account for 58% of trades, 75% of
aggregate volume, and 76% of customer-dealer volume.
Table III reports the results of time series portfolio regressions with measures of trading
activity and dealer capital as the dependent variable. Following the approach in BJMV, each bond
is assigned to one of eight portfolios, six for public bonds and two for privately issued (144A)
bonds. Public bonds are allocated to portfolios based on whether the bond is of small (less than
$500 million), medium (between $500 million and $1 billion), or large issue size (greater than $1
billion), and whether the bond is rated investment grade or high yield. Private (144A) bonds are
allocated to two portfolios based on whether the bond is rated investment grade or high yield. All
the variables are computed at the daily level and aggregated across the full sample of the 35 largest
dealers. We control for recent market-wide stock (S&P 500 index) and bond (the Barclays Capital
U.S. Corporate Bond Index) returns, changes in the CBOE stock market volatility index (VIX) and
the 3-month LIBOR, and the percentage of retail trading activity that is reflected in trades of
$100,000 or less. Probability values are based on Newey-West standard errors, with the number
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of lags selected automatically based on the criterion described in Newey and West (1994).
We include an indicator variable, TREATED, that equals one for 144A portfolios that
initiated TRACE reporting on June 27, 2014, and zero for non-144A (Non-Treated) portfolios that
are subject to TRACE reporting throughout the sample period. A second indicator variable POST
equals one for observations in the POST period and equals zero for observations in the PRE period.
The key diff-in-diff coefficient is that obtained on the product of TREATED and POST, which
estimates the change in dependent variable from the period before TRACE reporting to the period
after TRACE reporting for Treated relative to Non-Treated bonds.
In column (1) of Table III Panel A, the dependent variable is the dollar trading volume
relative to the amount outstanding (i.e., turnover), which is a commonly used proxy for market
liquidity. In column (2), the dependent variable is the natural logarithm of average trade size. In
both columns, the coefficient on TREATED is positive and statistically significant indicating that
144A bonds are more actively traded and associated with larger trade size than registered bonds.
In column (1), the coefficient on POST*TREATED is not statistically significant, indicating that
TRACE reporting has no measurable impact on turnover. In column (2), the coefficient on
POST*TREATED is negative and statistically significant, indicating that TRACE reporting has
reduced the average trade size for 144A bonds. One possibility is that transparent bonds are more
attractive to electronic venues which are associated with small transactions (see Hendershott and
Madhavan, 2015). This investigation is outside the scope of this study due to lack of data but
represents a topic for future research.
In column (3) and (4), the dependent variables are the principal volume and the interdealer
volume, respectively, as a percentage of total volume. In both columns, the coefficient on
POST*TREATED is not statistically significant, indicating that TRACE reporting has no
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measurable impact on dealers’ propensity to participate in a principal capacity with a customer, or
the dealers’ propensity to participate in the interdealer market.
Table III also reports regression results where the dependent variables are several measures
of the aggregate dealer capital commitment for market making, which are constructed following
the approach in BJMV. The time-weighted capital commitment measure takes into account the
elapsed time before a position is reversed within a day.16 The measure captures the extent to which
the dealer allows his overall inventory position to move away (within a day) from the level at the
beginning of the day. We report on both the total dollar capital commitment in column (6) and the
dollar figure scaled by trading volume for dealers in the sample in column (5). We also measure
the change in inventory since beginning-of-day that is carried overnight. We sum this measure
across dealer portfolios for each day, reporting both the resulting total dollar overnight capital
(column (8)) and the overnight capital relative to total daily trading activity (column (7)) for the
dealers in the sample.
The coefficient on TRACE in columns (6) and (8) is negative, indicating that dealers
reduced their capital commitment in publicly traded bonds in the July 2014 to June 2015 period.
Since publicly traded bonds were transparent throughout the sample period, this reduction in dealer
capital can likely be attributed based on evidence from several empirical studies to the
implementation of the Volcker Rule and other post-crisis regulatory initiatives. In both columns,
the coefficient on POST*TREATED is positive and statistically significant, indicating that 144A
bonds that were subject to TRACE reporting are associated with an increase in dealer capital
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We calculate, as of the time of each completed trade, the absolute value of the difference between the dealer’s
accumulated (within the portfolio) principal buy volume and the dealer’s accumulated principal sell volume (including
both trades with customers and with other dealers), to that point in the trading day (i.e. since midnight). This measure
is zero if the dealer’s purchases on a principal basis are balanced equally to its sales, and increases to the extent that
that the dealer’s purchases vs. sales are unbalanced, in either direction.
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commitment, both intraday and overnight capital, after transparency is introduced. As a percentage
of trading volume, the magnitude appears to be small, as the POST*TREATED coefficient is not
statistically significant in columns (5) and (7). Importantly, the results do not support that trade
reporting causes dealers to reduce capital commitment for market making.
VI. Impact of TRACE reporting on block trading activity
In this section, we examine the dealer’s propensity to facilitate a block, and the execution
costs for block transactions before and after transparency. BJMV note that liquidity provision in a
specific bond issue is stressed on days when a block transaction is reported on TRACE. The
individual dealer who facilitates the block acquires a large, risky position, and in a transparent
market, the transaction is reported to market participants. This might impede the block dealer’s
ability to work the block, and consequently, impact the dealer's willingness to facilitate a block, or
lead to an inferior transaction price for the block initiator.17
Table IV, Panel A, reports the number of block trades and block volume as a percentage of
trading volume before and after TRACE reporting. Given the institutional nature of 144A market,
we report statistics for several thresholds of block size: $5 million, $10 million, $15 million, and
$25 million. The univariate statistics indicate that transparency had a negligible impact on dealer's
propensity to facilitate a block trade. For $10 million and $15 million thresholds, the impact of
transparency on block volume is not statistically significant. For the $5 million threshold, there is
a statistically significant decline in the number of block trades from 10.8% to 9.6%, while the
decline in block volume share is not statistically different from zero. For the $25 million threshold,
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Some market participants, including prominent buy side institutions, have proposed delayed reporting of large
transactions to allow dealers to trade out of their inventory positions before other market participants are aware of
them. In response, an SEC advisory committee has recently proposed a pilot that delays the dissemination of
transactions that exceed a size threshold by 48 hours.
(https://www.sec.gov/spotlight/fixed-income-advisory-committee)
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we estimate an increase in block volume share from 5.3% before transparency to 6.2% after
transparency, yet no change in the number of block trades.
The results in Table IV Panel B indicate that transparency benefits the block initiator by
lowering the cost of completing block trades. For blocks greater than $5 million, the reduction in
trading costs is 21 percent, from 12.1 basis points before TRACE to 10.0 basis points after TRACE.
Trading costs decline by 24% with transparency for blocks that exceed $10 million and by 32%
for blocks that exceed $15 million. For the mega-blocks that exceed $25 million, the reduction in
trading costs is 48%, from 11.2 basis points to 7.5 basis points.
Table V reports regression results where the dependent variables are the proportion of all
trading that occurs in the form of block trades. BJMV report that the implementation of the Volcker
Rule has led to a decline in the proportion of block volume; thus we focus on the coefficient of
POST*TREATED, which isolates the impact of TRACE reporting for 144A bonds. Columns (1)
through (4) report the proportion of block trades and columns (5) through (8) report the proportion
of block volume for several thresholds of block sizes. In columns (1) and (2), the coefficient on
POST*TREATED is negative and statistically significant, indicating that TRACE reporting has
reduced the incidence of block trades greater than $5 million and $10 million, respectively.
However, the coefficients for block market share in column (5) and (6) are not statistically
significant, indicating that TRACE reporting has no measurable impact on the proportion of all
trading volume that occurs in the form of block trades with $5 million and $10 million thresholds.
For the mega-block trades that exceed $15 million and $25 million, the coefficient on
POST*TREATED in column (7) and (8) is positive and statistically significant, suggesting that
transparency has increased the block market share of the largest categories of blocks.
VII. Conclusions
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We examine trading activity, trade execution costs, and dealer market structure for a
sample of Rule 144A corporate bonds that were subject to trade reporting requirement on June 27,
2014. We do not find support for concerns that TRACE reporting leads to a decline in trading
activity and reduces dealers’ willingness to hold inventory. We find that TRACE reporting leads
to a reduction in customers’ trading costs and improves competition among dealers. Transaction
costs (one-way) decrease following transparency by approximately 10%, with the largest
reductions observed for mega blocks that exceed $25 million. Timely reporting of transactions
does not lead to a reduction in the share of trading volume that is attributable to block transactions.
In fact, we observe an increase in the market share of the largest categories of blocks.
The results of the study are all the more striking because large institutions are the primary
participants in Rule 144A bonds. Two implications are note-worthy. First, although bond investors
in 2014 benefit from transparency facilitated by TRACE data in related bonds and quotations data
from electronic platforms, there is incremental value to observing prices at which other market
participants transact in a specific bond issue. The likely explanation is that trade reporting allows
customers to assess the quality of executions offered by dealers in a specific bond implying that
segments of bond market are sufficiently unique such that even sophisticated investors benefit
from timely reporting of all transactions. Second, we do not find empirical support that trade
reporting leads dealers to commit less capital or charge a higher premium. Our evidence suggests
that trade reporting levels the playing field by sharing the same key information that large dealers
have, and at the same time. Small dealers gain market share and close the trading cost advantage
that large dealers enjoy prior to post-trade transparency.
Public reporting of trade information is being contemplated for the Treasury market, where
trading is also primarily driven by institutional investors. We believe the evidence from trade
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reporting in 144A corporate bonds offers useful evidence for transparency initiatives in the
treasury market.
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Table I
Trading Activity Summary Statistics
This table reports summary statistics of trading activity reported on TRACE for 5,751 144A bonds that
were subject to transparency reporting on June 27, 2014. The analysis examines activity in the one
year period before [July 2013 to June 2014] and after [July 2014 to June 2015] TRACE reporting.
Market share is based on aggregate customer trading volume in sample bonds. Large dealers are the
35 largest dealers over the last decade identified by Bessembinder, Maxwell, Jacobsen and
Venkataraman (2017); other dealers are classified as small. Herfindahl index is calculated using the
market share of each dealer. Statistics on the number of trades, trade size, trading volume, and market
share are calculated for the aggregate sample of bonds each month. Reported are averages across the
12 months, and the p- value of the difference based on the Wilcoxon signed-rank test,which compares
the monthly distribution before and after TRACE reporting.
Before Transparency After Transparency
[July 2013, June 2014] [July 2014, June 2015]

p -value of
Wilcoxon
rank sum test
of differences

Mean

Median

Mean

Median

Number of monthly trades

24,600

25,618

21,470

20,151

(0.05)

Average trade size ($ '000s)

2,103

2,141

1,990

1,989

(0.02)

Total monthly volume ($ millions)

51,958

54,217

42,906

40,638

(0.03)

Number of monthly trades

19,430

20,154

17,305

16,554

(0.05)

Average trade size ($ '000s)

1,822

1,844

1,767

1,768

(0.17)

Total monthly volume ($ millions)

44,988

47,408

38,047

36,349

(0.05)

5,169

5,267

4,164

3,806

(0.02)

281

289

223

215

(0.00)

6,971

7,377

4,860

4,386

(0.01)

Market share of top dealer

10.9%

12.0%

10.6%

11.5%

(0.31)

Market share of top five dealers

45.5%

49.6%

43.0%

46.3%

(0.00)

Market share of large dealers

82.0%

82.3%

81.5%

81.8%

(0.00)

Market share of small dealers

18.0%

17.7%

18.5%

18.2%

(0.00)

Hefindahl index of dealer market share

0.057

0.063

0.054

0.062

(0.00)

Customer trades

Interdealer trades
Number of monthly trades
Average trade size ($ '000s)
Total monthly volume ($ millions)
Dealer competition:
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Table II, Panel A
Transaction Cost Regression coeffcients based on customer-to-dealer principal trades
The table reports estimated trade execution costs paid by customers in customer-to-dealer principal trades for the
sample of 144A bonds that were subject to transaction reporting on June 27, 2014. Transaction costs are estimated
following the regression based model implemented by Bessembinder, Maxwell, and Venkataraman (2006). The sample
period is based on 12 months of data before and after TRACE initiation in June 2014. The POST TRACE indicator
variable equals zero in the period before transaction reporting and equals 1 in the period after transaction reporting. In
columns (1) and (2), the coefficient on POST TRACE reflects the impact of trade reporting on transactions costs.
Column (3) reports the coefficients from a difference-in-difference specification that includes both 144A (treatment)
and non-144A (control bonds). TREATMENT indicator equals 1 for 144A bonds subject to transaction reporting on
June 27, 2014, and equals zero otherwise. The coefficient on the interaction term, POST * TREATED reflects the
impact of transaparency after controlling for market conditions, bond attributes such as bond age, credit quality and
issue size, and trade attributes such as trade size. p -values are reported in parenthesis below the coefficient estimates.
***, **, and * stand for statistical significance at the 1%, 5%, and 10% level, respectively.

Sample
Intercept
p -value
TREATED
p -value
POST TRACE indicator
p -value
POST * TREATED
p -value
Log (trade size in dollars)
p -value
Log (Bond Age)
p -value
Log (Issue Size)
p -value
High Yield Bond indicator
p -value
Number of observations
Adjusted R2

Trading Costs
(1)
(2)
0.1327 *** 0.3061 ***
(0.00)
(0.00)

-0.0151 *** -0.0156 ***
(0.00)
(0.00)

-0.0124 ***
(0.00)

422,500
11.73%

422,500
11.91%

Difference-in-difference specifications
Trading Top Dealer
Top 5
Herfindahl
costs
Market
Dealer
Index
(3)
(4)
(5)
(6)
2.7876 *** 0.0992 *** 0.4282 *** 0.0543 ***
(0.00)
(0.00)
(0.00)
(0.00)
-0.2208 *** 0.0101 *** 0.0272 *** 0.0030 ***
(0.00)
(0.00)
(0.00)
(0.00)
-0.0158 *** 0.0067 ** 0.0282 *** 0.0033 ***
(0.00)
(0.02)
(0.00)
(0.00)
-0.0182 *** -0.0103 ** -0.0537 *** -0.0064 ***
(0.00)
(0.02)
(0.00)
(0.00)
-0.0766 ***
(0.00)
0.0345 ***
(0.00)
-0.1263 ***
(0.00)
0.1767 ***
(0.00)
6,767,364
33.07%
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48
16.64%

48
42.94%

48
35.69%

Table II, Panel B
Estimates of Transaction Costs on Customer Trades, by attributes
The table reports estimated trade execution costs paid by customers in customer-to-dealer principal trades
for the sample of 144A bonds that were subject to transaction reporting on June 27, 2014. Transaction
costs are estimated following the regression based model implemented by Bessembinder, Maxwell, and
Venkataraman (2006). Reported are the estimates of trading costs in the period before transaction
reporting and the period after transaction reporting. Results are presented by trade size, credit quality,
dealer size, and Herfindahl Index, a measure of dealer concentration in a bond issue. The last column
reports the p -value of the statistical test of difference in trading cost before and after transparency.
Before Transparency After Transparency
% p -value of
[July 2013, June
[July 2014, June
change difference
2014]
2015]
144A Bonds

0.133%

0.118%

(0.00)

Panel B.1: 144A Bonds, by Trade Size
Trade size: <=$100K

0.219%

0.204%

-7%

(0.00)

Trade size: >$100K & <=$1M

0.132%

0.123%

-7%

(0.00)

0.127%
0.108%
Panel B.2: 144A Bonds, by Credit Rating

-17%

(0.00)

Trade size: >$1M
Investment Grade bonds

0.109%

0.102%

-6%

(0.00)

High Yield bonds

0.140%

0.123%

-14%

(0.00)

Panel B.3: 144A Bonds, by Large versus Small dealers
Trades with Large Dealers

0.131%

0.118%

-11%

(0.00)

Trades with Small Dealers

0.140%

0.115%

-22%

(0.00)

0.009%

-0.004%

Small - Large

Panel B.4: 144A Bonds, by Herfindahl Index of Dealer Market Share Before Transparency
High Competition among dealers (Q1)

0.114%

0.110%

-3%

(0.02)

Quintile 2

0.141%

0.118%

-20%

(0.00)

Quintile 3

0.154%

0.116%

-33%

(0.00)

0.192%

0.138%

-39%

(0.00)

Low Competition among dealers (Q4)
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Table III
Impact of TRACE reporting in 144A Bonds on Trading Activity and Dealer Capital
This table reports portfolio regression results for the 12 months preceding and following the 144A transparency event in June 2014. 'PostTRACE' refers to the twelve months subsequent to the TRACE shock. 'TREATED' refers to 144A bonds experiencing the transparency
event. All variables are computed at the daily level. All dependent variables are computed using the sample of the 35 largest dealers as
identified in BMJV. All regressions include market controls and robust standard errors are reported below coefficients. ***, **, and *
stand for statistical significance at the 1%, 5%, and 10% level, respectively.
(1)
(2)
(3)
(4)
(5)
(6)
(7)
(8)
Dollar
Ln
Principal Interdealer
TimeTimeOvernight
Volume /
Average Volume / Volume /
Overnight
Weighted
Weighted
Capital /
Amount
Trade Size
Tot.
Tot.
Capital
Daily Capital / Daily Capital Volume
Outstanding
($
Volume
Volume
($ Millions)
Volume (%) ($ Millions)
(%)
(%)
Thousands)
(%)
(%)
TREATED

0.28***
(0.000)
Post-TRACE Period
-0.01
(0.397)
-0.00
Post x TREATED
(0.831)
Corp Bond Index Return (t - 1)
0.43***
(0.004)
Stock Market Index Return (t - 1) -1.09***
(0.000)
Chg. in VIX (t - 1)
-0.02**
(0.032)
Chg. in 3-Month Libor (t - 1)
-0.01
(0.934)
% Retail Volume
1.33
(0.154)
Constant
0.31***
(0.000)
Observations
Adjusted R-squared

1,002
0.612

1.40*** -5.28*** -8.08***
(0.000)
(0.000)
(0.000)
0.05*
-1.42*** -1.34***
(0.066)
(0.000)
(0.000)
-0.11***
0.15
0.41
(0.000)
(0.679)
(0.218)
0.98*** -10.52***
6.51*
(0.000)
(0.005)
(0.057)
-2.29*** -30.60***
5.14
(0.000)
(0.000)
(0.454)
-0.04*** -0.88***
0.11
(0.009)
(0.000)
(0.557)
0.26
14.72*** -11.25***
(0.354)
(0.000)
(0.003)
-1.68
-146.83*** -67.20***
(0.245)
(0.000)
(0.005)
13.27*** 97.59*** 22.08***
(0.000)
(0.000)
(0.000)
1,002
0.909

1,002
27
0.471

1,002
0.694

0.87***
(0.003)
-0.02
(0.923)
-0.41
(0.288)
-3.06
(0.425)
36.12***
(0.000)
0.87***
(0.000)
-6.93*
(0.068)
-14.95
(0.419)
7.96***
(0.000)

-577.8***
(0.000)
-37.0**
(0.015)
32.7**
(0.023)
592.4***
(0.000)
-862.8***
(0.004)
-16.7**
(0.036)
232.0
(0.130)
-673.3
(0.493)
773.2***
(0.000)

1.57***
(0.003)
-0.25
(0.585)
-0.51
(0.459)
-5.44
(0.435)
64.46***
(0.000)
1.51***
(0.000)
-12.37*
(0.077)
-21.18
(0.545)
14.97***
(0.000)

-1,106.5***
(0.000)
-84.0***
(0.008)
83.0***
(0.005)
1,103.4***
(0.001)
-1,674.0***
(0.007)
-35.8**
(0.029)
402.7
(0.196)
-636.1
(0.755)
1,459.2***
(0.000)

1,002
0.031

1,002
0.859

1,002
0.035

1,002
0.838

Table IV
Impact of TRACE reporting in 144A Bonds on Block Trading Activity
This table reports summary statistics of block trading activity for the sample of 144A bonds that
were subject to transparency reporting on June 27, 2014. The analysis examines block trading
activity in the 12 months before and after TRACE reporting. Block trades are defined as trade
sizes of $5, $10, $15, and $25 million. Statistics on block trading and dealer market share are
calculated for the aggregate portfolio of sample bonds each month. Reported are averages across
the 12 months, and p -values of differences based on Wilcoxon signed-rank test, comparing the
monthly distribution before and after TRACE reporting.
Before
After
p -value of
Transparency Transparency
%
Wilcoxon rank
[July 2013, June [July 2014, June change sum test of
2014]
2015]
differences
10,197,014
6,076,024
Panel A:
Block trading activity
# of $5M blocks / # of trades

10.8%

9.6%

-11%

(0.02)

# of $10M blocks / # of trades

2.9%

2.8%

-6%

(0.24)

# of $15M blocks / # of trades

1.1%

1.0%

-3%

(0.71)

# of $25M blocks / # of trades

0.3%

0.3%

8%

(0.26)

$5M block volume / total volume

46.0%

44.6%

-3%

(0.21)

$10M block volume / total volume

22.3%

22.8%

2%

(0.58)

$15M block volume / total volume

12.0%

12.8%

6%

(0.19)

$25M block volume / total volume

5.3%

6.2%

17%

(0.09)

Panel B: Trade execution costs for block trades
Block size: > $5M

0.121%

0.100%

-21%

(0.00)

Block size: > $10M

0.117%

0.094%

-24%

(0.00)

Block size: > $15M

0.113%

0.086%

-32%

(0.00)

Block size: > $25M

0.112%

0.075%

-48%

(0.00)
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Table V
Impact of TRACE reporting in 144A Bonds on Block Trading Activity
This table reports portfolio regression results for the 12 months preceding and following the 144A transparency event in June 2014. 'PostTRACE' refers to the twelve months subsequent to the TRACE shock. 'TREATED' refers to 144A bonds experiencing the transparency
event. All variables are computed at the daily level. All dependent variables are computed using the sample of the 35 largest dealers as
identified in BMJV. All regressions include market controls and robust standard errors are reported below coefficients. ***, **, and * stand
for statistical significance at the 1%, 5%, and 10% level, respectively.
(1)
(2)
(3)
(4)
(5)
(6)
(7)
(8)
% Block % Block % Block % Block
% Block % Block % Block % Block
Trades >= Trades >= Trades >= Trades >= Volume >= Volume >= Volume >= Volume >=
$5M
$10M
$15M
$25M
$5M
$10M
$15M
$25M
TREATED
Post-TRACE Period
Post x TREATED
Corp Bond Index Return (t - 1)
Stock Market Index Return (t - 1)
Chg. in VIX (t - 1)
Chg. in 3-Month Libor (t - 1)
% Retail Volume
Constant
Observations
Adjusted R-squared

0.09***
(0.000)
-0.00
(0.709)
-0.01***
(0.000)
0.14***
(0.000)
-0.15***
(0.003)
-0.00*
(0.071)
0.05**
(0.030)
-0.14
(0.380)
0.03***
(0.000)

0.02***
(0.000)
-0.00
(0.642)
-0.00**
(0.014)
0.04***
(0.000)
-0.06***
(0.001)
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