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Report for the Course on High-Frequency Data and High-Frequency Trading
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The Obsession with Numbers: Empirical Evidence on Price Clustering Effects
Fu Yunye , Hu Zhongshan, Li Haoyi, Wang Yisu

Abstract: Price clustering is a well-documented phenomenon in market microstructure, reflecting investors’ systematic pref-
erence for specific integer price endings. Using high-frequency tick data from the Chinese A-share market, this report provides a
comprehensive analysis of the distributional properties and underlying mechanisms of price clustering. The empirical evidence reveals
pronounced integer clustering, a strong cultural preference for the digit “8” over “4,” and the presence of phantom liquidity at inte-
ger price levels. Motivated by these findings, we employ the biased integer endings “058” as proxies for irrational trading behavior
and construct a set of high-frequency market microstructure factors. Starting from minute-level clustering averages, we progressively
incorporate volatility measures and quantile filtering to mitigate microstructure noise. This process culminates in a de-trended relative
clustering factor defined as the deviation from a stock’ s historical daily mean. Backtesting results indicate that the relative clustering
factor benchmarked against a 60-day moving average (x = 60) effectively removes cross-sectional heterogeneity in retail investor con-
centration and delivers robust Rank ICs and long—short portfolio returns. Our findings suggest that price clustering contains exploitable

information and offers a novel microstructure-based perspective for high-frequency quantitative strategies.
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