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%1 BREY
Table 1 Definition of Variables
A e EX
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mRAE
B RS ER PIN FF EKOP LR, B HUH 28 By FE BT A 28 B P BT o 1Y L 3l
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EHEE
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TR Size SEPEATIHEM B A0
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HmFx Volume SEFEA AT H R FREAEFE
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#EAERHETCCER RESERMBEE, BRREXS
Y % 0 SE B 4 A BCHE BB CCER JBCSR # 4% i 4
Bdl e AW S5 BUR RS BRI A E R
CSMAR 4 FE o fBL28 o8 B MATLAB 2K £ 3R A H 1%
KA, B 7 2 4 R A SAS 4K #F 4 72 31 3, [ 5
51 H7 B STATA 5€ B

5 LSRRI
5.1 PIN it BRR2H
E2HEBRARERSESRMAHERNTEY
. W2 ATLLE K, &% PIN 57 H EH7£0. 130
~0.180 Z 8], Easley %7 B9BFS AN, AW H R
5 BT B 1 B2 0 B4 28 5 #R  #E0. 180 ~ 0. 280 2 [H] ; 7
SEA SR WA 5 66 R A LIRS R B R,
SreH % Z B PIN (7 #6780, 110 ~ 0.220 2 [d], X 5
EMRMEITERE N —B . MBS 6 HENTTH
HE/DTFO0.500, KMABERFLE I LA, FiHBE M
MEERHFNEZSZ—ELERTHNIFN L.,
Easley 7 Xt £ EH HMMEH SR L EUFHEERE
Z ARFHBHEREME/AN; FHar s %™ 8 H K
£ 41 & 3 (E i 34 1t 2 7E0. 200 ~ 0.420 2 [A] , [
ZHFEEHATARENTERE A LT HEL,
W Z e, fle B, ER— 8, 844K EHHE
32 5 # 3 By B 3k g K T 3T B Bk B, B Bl Y
EEBEEWRIEED0 £FH.
52 TECENARESIT
FIGHFETROMAER LR, BB
YI{EF ,2003 4E 2004 SEHE EHAFREME B
g 25 FR [#930. 600% AT LAl T S I 3 R T LR R, B
RABEBTEAEER, B5ZH R 5it#1997
HEF2001 4 R R H{H41.510% L. EAHEMT

FE L 3 2% BH B o B (B) O 3 RB  IE 2R T 45 ) B MY & A 5
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PING {35 {8 43 %) 240.155.0.054 F10. 101, 57714 B 1
REMBH KR FERHOFF. FEPE-KBEREMN
5 B LE 9] 24 #40.800% , M\ SE Fr ¥ IR AR B, (A
27.800% f4 2 7 B 3E B A A e 5 5 o

F 45 H EED A Pearson Ml X REIEK. H
% 4 AH, B B PIN F1 PING #55 B4 7 245 ¥ 4R
R ERARK, BIPIN 85 0, 2 5 R0 R 542
HEAR , X 55 S5 BT A B — 3. W PINB 5 RSQ # A £ &
BAE RESHBRSITNERMER, BZARNE
BB BF X B 1 4 ) A AR B ARG, W0 2B
T3 3 8 A SR IR B 5 R M R 38 5 T LARR IR
P A IR 26 4 L 5X 5 B AE T 1 A (B 05 B A o g ] O A
AR S gk AT I E . B PIN 5 PING (A R B BN
0.648 SP(EHEMIHALER—AEHBER ), £ P
At B AH 56 R B0EB AS A8 5 0. 500, 3 BR B B g AR B2
B ARSF=EER LTI LR,
5.3 EREREBESEBMNMASHE

RSAEGBGRUELGEBY RO L HENE
WAl o RS T s R A A R e R R 2B i 4 ok 4R AE
PA B 47 ol #0 B 8] B4 3L RNk, 43 B & 38 PIN PINB F0
PING 5 RSQ Z Bl LR . TEBE AL (1) o H 2 ¥ B
TEPIN BRI A SR BAEHEMLERNE
W ERERERUEXHBMREBRMFALHEEI%Y B
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R2 BEFNFESRGITENENE
Table 2 Summary of Parameter Estimate Statistics by Quarter

B 6] « 8 & g, I PIN
1 FEFF 0.314 0.342 115.300 132,900 127. 100 0.139
2FEE 0.359 0.356 144. 400 166.700 144. 600 0.150
2003 4 3 FpE 0.269 0.284 80. 080 104.700 121.600 0.149
4 g 0.342 0.344 117.700 139.200 142.800 0.166
Sr4E 0.321 0.332 114.400 135. 800 134. 000 0.151
158 0.389 0.376 220. 700 243,000 168. 600 0.132
2 E= 0.303 0.397 139. 200 159.200 183. 200 0.162
2004 4 3 5 0.260 0.327 101. 800 120.100 178.200 0.179
4 FpE 0.321 0.373 124.300 140. 900 161.100 0.164
3 0.318 0.368 146. 300 165.700 172.700 0.159
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R®3 TECENHRMESRIT
Table 3 Descriptive Statistics of Main Variables

A it FEASL HE EREE 4 brifEZE e/ME |
R 485 0. 306 0.316 0. 124 0.014 0. 640
RSQ 485 -0.921 -0.772 0. 725 - 4,280 0.576
PIN 485 0. 155 0. 151 0. 030 0.077 0.274
PINB 485 0. 054 0. 050 0. 025 0.012 0. 190
PING 485 0. 101 0. 099 0. 029 0. 026 0. 197
Top 485 0. 408 0.378 0. 167 0. 109 0. 849
Size 485 21. 400 21. 300 0. 715 19. 930 24. 070
Lev 485 0.475 0. 482 0. 181 0.013 0.938
% 485 3.339 2.476 2. 804 0. 862 23.890
Volume 485 0. 009 0. 008 0. 005 0. 001 0. 035
Private 485 0.278 0.000 0.449 0.000 1. 000
R4 TETEH Pearson X RH
Table 4 Pearson Correlation Analysis of Main Variables
o RSQ PIN PINB PING Top Size Lev % Volume

PIN -0.301""

PINB 0. 008 0. 430"

PING -0.311"" 0.648°" -0.409""

Top 0.236" - 0.057 -0.001 - 0.057

Size 0.287"* - 0.055 0.099" -0.140" 0.239*"

Lev —-0.225"" - 0.045 -0.025 -0.025 -0.059 -0.247™

% -0.572"" 0.183"" -0.044 0.222" -0.134"™ -0.151*" 0.272""

Volume -0.044 -0.085 - 0. 050 - 0.045 0.019 - 0.040 0.150"" -0.002

Private -0.285*" 0.120°° 0. 005 0.117*" -0.364*" -0.283** 0.089 0.207* 0.013

ETASRHRERAKT, TR,

FEBLEY (3) P FI A% F 22 B PINB 71 PING % U7 #
PIN B ABER, [] B o 42 1 oA [ R B9 R o M2 5
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HEEHZG M MBEM PR RESESE, N
i g > 2y m A A R 2 B B . X AR AU R
H, , R dufEiE T H, 9 IE# ¥,
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BEENAZGBERTMATHEREXSEEMA
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Bz 6 FRFEA B N445 S, K 6 AL (5) Fi s A
(6) AT LG, PINID f [8] 19 2 $0h 17, PINM 81
MRS SZ MR, AWM EEEI% HKFEERE.
FEBLRY(7) b, H§ PINM F1 PINID [5) B g A 25U | 45 51
B RPINM B9 R EAES% HK¥ E 8% N IiE, i PINID
HRABIKIBEI% WK FERENA, U ESERE
R oEHARAEAEANGERIIENFEREERS ®
R BN ARG R & &, M RE AR
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x5 PINSEMBEHH
Table 5 Results for PIN and
Stock Price Synchronicity

/6 PIN PMERNMALS
Table 6 Results for Decomposition
of PIN and Stock Price Synchronicity

AAH HRI(1) BR(2) BRY(3) R ERI(4) EREI(S) MHEI(6) HEIT)
0.220 -2.146"" -1.985"" -2.100"" =3.655""" -3.492""" -3.509"""
e R
(1.310) (-2.489) ( -2.280) (-2.349) (-4.243) (-4.065) (-4.110)
-7.349°** -5,392** -5, e
PIN PIN 5.938
(-6.929) (-6.115) (-5.332)
- 4,491 1,257 0.951°"
PINB PINM
(-3.966) (3.274) (2.422)
-5.918""" -2.251""" —1.882"""
PING PINID
(-6.077) (-3.813) (-3.103)
0.367° 0.372* 0.460 " 0.502°"  0.441°""  0.459*""
Top Top
(2.211) (2.244) (3.026) (3.233) (2.844) (2.976)
. 0:117 =% 0.104""" . 0.104"*"  0.133""  0.140"""  0.133"""
Size Size )
(2. 856) (2.665) (2.650) (3.376) (3.579) (3.419)
-0.168 -0.178 -0.224 -0.197 - 0. 156 -0.199
Lev Lev
(-1.099) (-1.168) (-1.475) (-1.264) (-1.014) (-1.292)
M -0.110**" -0.108""* M -0.100""" =0.110""" =0.109"" =0.106"""
B (-11.065) (-10.871) B (-8.936) (-9.851) (-9.767) (-9.541)
. - 11.440"" -11.040"" -11.900°"" -2.443 -5.101 -3.968
Volume Volume
(-2.247) (-2.167) (-2.765) (-0.594) (-1.245) (-0.968)
_ -0.116" -0.115" . -0.057 -0.035 -0.050 -0.031
Private Private
(-1.857) (-1.846) (-0.964) (-0.568) (-0.824) (-0.513)
Year Yes Yes Year Yes Yes Yes Yes
Industry Yes Yes Industry Yes Yes Yes Yes
A E 485 485 485 T AL 445 445 445 445
Adj- R 0. 089 0. 472 0.473 Adj-R® 0. 426 0. 402 0. 407 0.414
F (s 48.008 *** 16.457 *** 15.966 *** F1{H 12. 746 11.646 11.883 11.810
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Probability of Informed Trading and Stock Price Synchronicity

Xiao Hao'? ,Xia Xinping' ,Zou Bin’

1 School of Management, Huazhong University of Science and Technology, Wuhan 430074, China
2 School of Accounting, Zhongnan University of Economics and Law, Wuhan 430073, China

3 School of Accountancy, Jiangxi Unniversity of Finance and Economics, Nanchang 330013, China

Abstract; R, a statistical variable in CAPM, is widely used as a proxy for measuring stock price synchronicity in financial re-
search. But there exist two controversial opinions about the economic implications of R® , which are named information theory and
noise theory. Based on literature reviews, the paper thoroughly analyses the economic implications of stock price synchronicity in
China, and the effects of informed trading on stock price synchronicity. By using a sample of companies listed on Shenzhen Stock
Exchange during 2003-2004, we adopt the model of EKOP to evaluate the probability of informed trading which can be treated as
a representative of informed trading, construct a linear regression model and examine the relationship between probability of in-
formed trading and synchronicity. The results show probability of informed trading has a significantly negative impact on synchro-
nicity. Further, we decompose the probability of informed trading into individual stock’s probability and market’s probability,
and find that individual stock’'s probability is also inversely associated with synchronicity, while synchronicity is higher for firms
with greater market’s probability. Our findings provide strong support for the high-information interpretation of synchronicity.
Keywords ; probability of informed trading; synchronicity ; EKOP model ; information content
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