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Abstract

Single-stock exchange-traded fund (SSETF) is the latest innovation in the ETF arrays of
products. We examine the dynamics of the volatility-liquidity relationship between these
SSETFs and their underlying stocks. We find that SSETFs have higher volatility and lower
liquidity than the underlying stocks. During periods of higher stock volatility, the liquidity of
SSETFs is significantly reduced. We also find evidence that SSETF traders can mitigate the
liquidity problem by using intermarket sweep orders and routing orders to lit exchanges.
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