
Moritz Wiebke

Short Sale Bans and their Impact on the
Microstructure of Equity Markets

European Evidence

Master's Thesis

Economy





Bibliographic information published by the German National Library:

The German National Library lists this publication in the National Bibliography;
detailed bibliographic data are available on the Internet at http://dnb.dnb.de .

This book is copyright material and must not be copied, reproduced, transferred,
distributed, leased, licensed or publicly performed or used in any way except as
specifically permitted in writing by the publishers, as allowed under the terms and
conditions under which it was purchased or as strictly permitted by applicable
copyright law. Any unauthorized distribution or use of this text may be a direct
infringement of the author's and publisher's rights and those responsible may be
liable in law accordingly.

Imprint:

Copyright © 2020 GRIN Verlag
ISBN: 9783346395627

This book at GRIN:

https://www.grin.com/document/1000263



Moritz Wiebke

Short Sale Bans and their Impact on the Microstructure
of Equity Markets

European Evidence

GRIN Verlag



GRIN - Your knowledge has value

Since its foundation in 1998, GRIN has specialized in publishing academic texts by
students, college teachers and other academics as e-book and printed book. The
website www.grin.com is an ideal platform for presenting term papers, final papers,
scientific essays, dissertations and specialist books.

Visit us on the internet:

http://www.grin.com/

http://www.facebook.com/grincom

http://www.twitter.com/grin_com



   

 
 

MASTERARBEIT / MASTER’S THESIS 

Titel der Masterarbeit / Title of the Master‘s Thesis 

The Impact of Short Sale Bans on the Microstructure of 

Equity Markets: European Evidence 

 

verfasst von / submitted by 

Moritz Wiebke B.Sc. 

 angestrebter akademischer Grad / in partial fulfilment of the requirements for the degree of 

Master of Science (MSc) 

Wien, 2020 / Vienna 2020  



 

Abstract 

I investigate the effects of short sale bans on the market microstructure of European equity 

markets. In Spring 2020, Austria, Belgium, France, Greece, Italy, and Spain imposed short sale 

bans for a period of two months as a response to increasingly volatile financial markets driven 

by the Covid-19 crisis. I use daily stock data from 28 European countries to assess the impact 

of these bans on market liquidity, price efficiency, and stock prices. The analysis of stock 

liquidity measured by the percentage bid-ask spread, the Amihud illiquidity ratio, and the dollar 

volume points to a severe degradation in stock liquidity of large firms compared to the control 

group. I apply a matching procedure to verify the robustness of these results. Reverse effects 

take place once the ban is lifted again. Furthermore, my empirical evidence suggests that short 

sale bans reduce the price efficiency as proxied by a price delay measure. However, this effect 

is not stronger during market downturns. Moreover, it seems that the bans do not affect the 

speed of stock prices adjusting to firm-specific information and, contrary to the predictions 

made by Miller (1977), short sale bans appear to have no effect on stock prices. Overall, the 

results of my study using data from the Covid-19 crisis in 2020 mostly confirm the findings of 

previous studies that have examined the impact of short sale bans on the market microstructure. 

 

 

 

 

 

 

 

 

 

 

 

 


