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High Frequency Trading and Market Efficiency

Arbitrage is, essentially, taking advantage of mispricing
across (or within) markets to earn a risk-free profit. In an
efficient market, such opportunities would be rare. A
recent Fed report (see article here, Bloomberg) finds that
high frequency traders have effectively reduced the
number of arbitrage opportunities, thereby improving
market efficiency.
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http://www.bloomberg.com/news/2014-03-10/rapid-currency-trades-may-kill-arbitrage-n-y-fed-paper-says.html
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