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lies at the core of the financial system. Second, a multi-dealer platform—which is

like platforms in many other OTC markets, including the largest ones in the United

States and Europe—exists, but not all investors have access to it. This is a useful

institutional feature we exploit in our empirical strategy. Third, a reporting regula-

tion allows us to observe trade-level data, so that we can zoom in on each individual

trade, unlike prior studies on government bond markets.3

The data cover essentially all trades that involve Canadian government bonds,

as well as bidding data from all primary auctions in which the government issues

bonds. The data set is unique in that it includes identifiers for market participants

and securities, so that we can trace both through the market. We observe the time,

price, and size of trades and know whether a trade was executed bilaterally or on the

platform and whether an investor is retail or institutional. In addition, we collect bid

and ask quotes that are posted on Bloomberg and therefore publicly available. They

indicate at what prices investors can trade and serve as market values of each bond.

Our trade-level data allow us to document novel facts. We show that dealers

charge markups over market value. These markups vary across investors and are

systematically smaller for institutional than for retail investors. To test whether this

is because of platform access, we use an event study design to show that the prices of

an investor who (exogenously) loses platform access drop by an amount that is eight

times the bid-ask spread. This raises the possibility that making platform access

universal could lead to better prices. It neglects the fact, however, that dealers might

respond by adjusting platform quotes.

To assess all price effects and quantify welfare gains when centralizing the market,

we introduce a model in which dealers and investors have different values for realizing

trade. They play a two-stage game. First, dealers simultaneously post (indicative)

quotes at which they are willing to trade on the platform. Then, institutional investors

3Relative to other OTC markets, we know little about government bond markets

because trade-level data are not readily available. The U.S., for example, began

collecting trade-level data in mid-2017 but does not make it accessible to academics.

Some countries granted access to data on parts of their Treasury market (Dunne et al.

(2015); Monias et al. (2017); Kondor and Pintér (2019); De Roure et al. (2020)).
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