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Please cite this article as: Jérôme Dugast, Thierry Foucault, Data Abundance and Asset Price Infor-
mativeness, Journal of Financial Economics (2018), doi: 10.1016/j.jfineco.2018.07.004

This is a PDF file of an unedited manuscript that has been accepted for publication. As a service
to our customers we are providing this early version of the manuscript. The manuscript will undergo
copyediting, typesetting, and review of the resulting proof before it is published in its final form. Please
note that during the production process errors may be discovered which could affect the content, and
all legal disclaimers that apply to the journal pertain.

https://doi.org/10.1016/j.jfineco.2018.07.004
https://doi.org/10.1016/j.jfineco.2018.07.004


ACCEPTED MANUSCRIPT

ACCEPTED M
ANUSCRIP

T

Data Abundance and Asset Price Informativeness∗

Jérôme Dugast, Luxembourg School of Finance†

Thierry Foucault, HEC, Paris‡

July 3, 2018

Abstract

Information processing filters out the noise in data but it takes time. Hence, low
precision signals are available before high precision signals. We analyze how this
feature affects asset price informativeness when investors can acquire signals of in-
creasing precision over time about the payoff of an asset. As the cost of low precision
signals declines, prices are more likely to reflect these signals before more precise
signals become available. This effect can ultimately reduce price informativeness
because it reduces the demand for more precise signals (e.g., fundamental analysis).
We make additional predictions for trade and price patterns.

JEL classification: G14, D4, L1, L15.

Keywords: Asset price informativeness, Big data, FinTech, Information processing,
Markets for information.

∗We are grateful to one anonymous referee for very useful suggestions. We also thank Torben An-
dersen, Olivier Dessaint, Eugene Kandel, Terrence Hendershott, Johan Hombert, Mark Lipson, Stefano
Lovo, Maureen O’Hara, Katya Malinova, Albert Menkveld, Sophie Moinas, Christine Parlour, Emil-
iano Pagnotta, Rafael Repullo, Patrik Sandas, Javier Suarez, Pietro Veronesi, Laura Veldkamp, Albert
Wang, Eric Weisbrod, Brian Weller, and Marius Zoican for useful comments and suggestions. We are
also grateful to conference and seminar participants at the 2017 AFA Meetings in Chicago, the 2016
High Frequency trading Workshop in Vienna, the 9th hedge fund conference in Paris Dauphine, the
CEPR first annual spring symposium in Financial Economics at Imperial college, the CEMFI, the con-
ference on Banking and Finance in Portsmouth, the Jan Mossin Memorial Symposium, the 2014 SFS
Finance Cavalcade, the 2014 European Finance Association Meetings, the Banque de France Interna-
tional Workshop on Algorithmic Trading and High Frequency Trading, the Board of Governors of the
Federal Reserve System, the U.S. Securities and Exchange Commission, the University of Virginia, and
the University of Maryland for their feedback. This work is funded by a grant from the Institut Louis
Bachelier. Thierry Foucault also acknowledges financial support from the Investissements d’Avenir Labex
(ANR-11-IDEX-0003/Labex Ecodec/ANR-11-LABX-0047).

†University of Luxembourg, Campus Kirchberg (Bloc F), 6 rue Coudenhove-Kalergi, L-1359 Luxem-
bourg. Tel: (+352) 46 66 44 5212; E-mail: jerome.dugast@uni.lu

‡Corresponding Author: Thierry Foucault, HEC, Paris and CEPR, 1 Rue de la Libération, Jouy en
Josas, 78351, France. Tel: (33) 1 39 67 95 69; E-mail: foucault@hec.fr

1



Download English Version:

https://daneshyari.com/en/article/11020479

Download Persian Version:

https://daneshyari.com/article/11020479

Daneshyari.com

https://daneshyari.com/en/article/11020479
https://daneshyari.com/article/11020479
https://daneshyari.com

