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Research Abstracts 
 

Stealth Trading by Corporate Insiders 
 
This paper analyzes stealth trading by corporate insiders in US equity markets. Stealth trading is the 
practice to break up trades into sequences of smaller trades. We find that stealth trading is pervasive 
and distinguish two explanations. The first argues that insiders break up trades in order to conceal 
private information about the fundamental value of the stock, whereas the second holds that insiders 
act like discretionary liquidity traders who want to reduce the temporary price impact from trading 
large stakes. We find some, but inconsistent evidence for information-based explanations, but strong 
and unambiguous evidence for liquidity-based explanations. These conclusions hold across 
subsamples for transactions before and after the Sarbanes-Oxley act and for NASDAQ as well as 
NYSE stocks. 
 

 
Measuring and Monitoring Time-Varying Information Asymmetry 

 
This paper investigates measures of time-varying information asymmetry in periods before tender 
offer announcements and in periods preceding market's expectations of bankruptcy filings. A valid 
measure of time-varying information asymmetry should capture a temporary change in an informed 
trading of a stock in those periods. The findings suggest that only three measures are able to detect 
fluctuations in information asymmetry, the relative spread, the 5-minute price impact and the    
Amihud (2002) measure. This paper also demonstrates the importance of monitoring information 
asymmetry fluctuations by uninformed investors, since the portfolios of stocks with the highest 
increase in information asymmetry in the past have consistently lower Sharpe ratios due to a 
disproportionate increase in an idiosyncratic risk of a stock 
 

Trading Aggressiveness and Its Implications for Market Efficiency 
 

This paper investigates the empirical relationship between the increase in trading aggressiveness 
following earnings announcements of a firm and speed of its price adjustment to a new equilibrium 
level. Overall, the findings suggest that this relationship is non-linear. A low or moderate degree of 
trading aggressiveness contributes to the quicker convergence of the price, whereas an excessive 
trading aggressiveness may even slow down the convergence process. The reason for this slower 
convergence is a disproportional increase in the intraday volatility of a stock. Further analysis shows 
that the excessive trading aggressiveness is especially harmful for small stocks. 
 
 
  
 
 
  
 
 
 


