Author’s Accepted Manuscript

Trading strategies of corporate insiders

Olga Klein, Ernst Maug, Christoph Schneider

www.elsevier.convlocate/finmar

PII: S1386-4181(17)30080-0
DOI: http://dx.doi.org/10.1016/j.finmar.2017.04.001
Reference: FINMARA430

To appear in:  Journal of Financial Markets

Received date: 15 January 2015
Revised date: 30 March 2017
Accepted date: 2 April 2017

Cite this article as: Olga Klein, Ernst Maug and Christoph Schneider, Trading
strategies ~ of  corporate insiders, Journal of Financial — Markets
http://dx.doi.org/10.1016/;.finmar.2017.04.001

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


http://www.elsevier.com/locate/finmar
http://dx.doi.org/10.1016/j.finmar.2017.04.001
http://dx.doi.org/10.1016/j.finmar.2017.04.001

Trading strategies of corporate insiders™

Olga Klein™, Ernst Maug®, Christoph Schneider®

8University of Warwick, Coventry CV4 7AL, UK.
®University of Mannheim, 68131 Mannheim, Germany.
“Tilburg University, 5000 LE Tilburg, The Netherlands.

olga.klein@wbs.ac.uk
maug@uni-mannheim.de
c.a.r.schneider@uvt.nl

Abstract

We test two complementary theories of optimal trading strategies by analyzing the transaction
patterns of corporate insiders. According to information-based theories, investors trade faster if
they compete with others for exploiting the same information, while liquidity-based theories
predict the opposite. Our analysis supports the predictions of liquidity-based models: insiders
take longer to complete trades when they face competition from other insiders and they trade
slower in less liquid markets. Insiders adapt to fluctuations in market liquidity. We identify
informed trading using CARs, company news announcements, and insider trading patterns. Our
results support the predictions of information-based models for informed trades.
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