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Course level 
 
This is a course at the doctoral level that upon completion yields 3 ECTS. 
 

 
Aim and content 
 
The course aims to acquaint students with the field of market microstructure, both 
theoretically and empirically. 
 
Market microstructure has grown rapidly as an important subfield of finance. 
Research in this field focuses on the intertwined relationships between volatility, 
liquidity, price discovery, market design, and ultimately welfare. Models in market 
microstructure provide a framework for the analysis of price movements and trading 
volume. 
 
After the course students will be aware of canonical models in microstructure and 
how they can be adapted to study the effects of recent changes in market structures 
and trading technologies (e.g., high frequency trading). They will also learn what the 
appropriate econometric models are to test the predictions of microstructure models, 
when and why particular models should be used for data analysis, and understand 
their relative advantages and drawbacks. 
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Eligibility and pre-requisites 
 
The course is intended for PhD students who have completed their core courses 
(macro, micro, econometrics, etc.) and for advanced practitioners. It could be 
considered a necessary "field course" for those interested in market microstructure. 
 
We expect the course to also be useful for students who completed an advanced 
(research) master (economics, finance, operations research, or related areas). 
 
Finally, the course is likely to be of interest to professionals in the investment industry 
(e.g., quants at HFTs, at hedge funds, or at buy-side institutions), or researchers in 
central banks or regulatory agencies. It will help them gain a deeper economic 
understanding of the determinants of liquidity and volatility in securities markets. It 
will further familiarize them with the econometric tools required to analyze high-
frequency data. The ideal student is someone who intends to do research in this 
area. 
 
The course is self-contained. Familiarity with information economics will be helpful. 
 
 
Teaching and learning activities  
 
The course is evenly split between theory and empirics. The theory part is taught by 
Prof. Thierry Foucault of HEC Paris. The empirical part is taught by Prof. Albert 
Menkveld of Vrije Universiteit Amsterdam. 
 
Four three-hour lectures by Foucault, followed by four three-hour lectures by 
Menkveld. In the middle of the week, there will be time for students to present their 
own work to get feedback. Students will receive one theory and one empirical 
homework.  
 
Participation in all activities is compulsory.  
 
Examination  
 
The course is examined through an individual take-home exam. The deadline for 
submission is approximately one month after the lecture week. The course can give 
Pass or Fail. 
 
 
Readings and schedule 
 
Readings and schedule is communicated to the students by email or the course 
website: http://microstructure-course.com/  
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