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Abstract
This paper studies the asymmetry in the bid-ask spread based upon the model in Easley and O’Hara (1987).  By examining the liquidity-improved trades, i.e., the price-improved and the depth-improved trades, our results provide empirical evidence of the existence of asymmetry in the quoted bid-ask spread. Furthermore, even though the price- and the depth-improved trades both enjoy their liquidity improvement, but they carry different implications.  That is, the price-improved trade is to make the spread further asymmetric, but the depth-improved trade is to make to spread more symmetric. However, the traders who receive depth improvement may suffer the winner’s curse.
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