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6. Conclusion

This paper investigates liquidity patterns surrounding earnings announcements in pre- and post-AT periods on the Borsa
Italiana. Borsa Italiana first introduced exchange-hosting services in August 2009; however, we find trading behaviour consistent
with an increase in AT commenced in March 2011. The paper documents a deterioration in liquidity (spread widens and market
depth drops) following earnings announcements in the pre-AT environment. In the post-AT environment, we find a similar pat-
tern in bid-ask spreads, however we find that ATs support market depth following earnings announcements. Moreover, we find
that firms which experience the largest increase in AT following the introduction of proximity hosting have lower bid ask spreads
and higher depth following earnings announcements in the post-AT period.

Our study supports the hypothesis that AT and their increased activity in the market are associated with improvements in
market liquidity, specifically its resiliency around the time of earnings announcements. Therefore, these results ultimately suggest
that any regulatory action introduced to curtail this activity may have serious negative implications for liquidity and market
participants.
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