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Convergence achieved after vvv iterations
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Series: EB
Sample 1 945
Observations 816

Mean 3.066409
Median 2.879220
Maximum 6.727420
Minimum 0.050550
Std. Dev. 1.196757
Skewness 0.287627
Kurtosis 2.714231

Jarque-Bera 14.02774
Probability 0.000899
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Series: MU
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Dependent Variable: MNTHLYPIN
Method: Least Squares
Date: \Y/yA/\Y Time: V¢:8+

Sample (adjusted): ¥ yv

Included observations: 1 after adjustments

Variable Coefficient Std. Error t-Statistic Prob.
C VYV TVY y,408T v
MNTHLYPIN(-) + A4 . 1004 EEYEE eaeeY
R-squared +,E44Y Mean dependent var ~ *"YV*

Adjusted R-squared LETY S.D. dependent var RARS

S.E. of regression AARA Akaike info criterion -V
Sum squared resid LTV Schwarz criterion -1,0Vv40
Log likelihood AT, YAV E Hannan-Quinn criter. -\,)&At
F-statistic V4,ovev Durbin-Watson stat ~ ¥,VoA4
Prob(F-statistic) ARA
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Dependent Variable: PIN
Method: Panel EGLS (Cross-section weights)
Date: +\/v¢/\Y Time: Vo:0)

Sample: \YAYM Y+ \YAAM) Y

Periods included: yv

Cross-sections included: vo

Total panel (unbalanced) observations: AV1

Linear estimation after one-step weighting matrix

Variable Coefficient Std. Error t-Statistic Prob.
C LYY v oY ge,tto00 e
Dy et SERY.L} Y, AL0 +,YYAO
Dy ey el Y, YA + YAAY
Dy LeeVe A %3 +,¥444
D¢ Vg el Y\ ALY
Do REAL ey - YVov VeV
DA Vvt et Y0008 +,Y$44
Dv e\ e V,00 80 Yoo
DA SRRV TG SORRFL) CANAT
Da TSR SRRV VY +,08V4
Dy AL v 0A V,EEA1 ) Eva
Dy ey vy RV + AL4T
Dyy —v,e00m vy -+ AMoY vy

Effects Specification
Cross-section fixed (dummy variables)

Weighted Statistics
R-squared EAARE Mean dependentvar ~ *,Yv0
Adjusted R-squared 100 S.D. dependent var VAL
S.E. of regression AR Sum squared resid Vo) ey
F-statistic £,)ort Durbin-Watson stat 1,700
Prob(F-statistic) e
Unweighted Statistics
R-squared RN Mean dependentvar  *,"¥\1
Sum squared resid VIV Durbin-Watson stat ~ ),\¢*1
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Dependent Variable: PIN
Method: Panel EGLS (Cross-section weights)
Date: «\/v¢/\Y Time: Vo:£4

Sample: \YAYM Y+ \YAAM) Y

Periods included: yv

Cross-sections included: vo

Total panel (unbalanced) observations: AV1

Linear estimation after one-step weighting matrix

Variable Coefficient Std. Error t-Statistic Prob.
C ' YYov CaY 14¥.0A4 +
Dy AT N 2% YYYY c o YOA

Effects Specification
Cross-section fixed (dummy variables)
Weighted Statistics

R-squared ALY Mean dependentvar  *-¥17V

Adjusted R-squared *SVEVO S.D. dependent var Ve

S.E. of regression YA Sum squared resid V) Vot
F-statistic 0,0 vaY Durbin-Watson stat ;W
Prob(F-statistic) RN

Unweighted Statistics
R-squared 1,1040 Mean dependentvar  *,"Y\1
Sum squared resid VATV Durbin-Watson stat ', \V'it

¥



X P20 =0 Sy o 3 o8l b =AMl Sy fomaw S0 gvlfb

S sl olapme osbar ol Vool cagage pAre o b 45 a0 OL O e U
P e pite s Glp Dol 5 /AT LI DY esase ate o Sl ho
5 ey Cote DVe asase s Cudle 358 e abhsde oS 48 Olea il e Y/YTYS

Al Sl ele 63 2 PIN S 0155 e 5t

W oJJu.;.a?u”(-\—f.) 4.)44‘) U’“L”‘J"f‘\\‘ ole L;djﬁjﬂjf.ujj‘

PIN;; = ¢ + uD\Y; + € (1-£)

CJ&M Lf"o}“’a'} Qb%\f&a&w Jlez| LSJ)J"fHY ole &ﬁyﬂm;\wm@'u
J\..I:L:L;d\'—f. dj«\}-

P]Nj.:cl\\‘ obgfﬁyﬂ;ﬂf\w—\'-i Jj.)o-

Dependent Variable: PIN
Method: Panel EGLS (Cross-section weights)
Date: +\/v¢/\Y Time: o:o0.

Sample: \YAYM Y+ \YAAM) Y

Periods included: yv

Cross-sections included: vo

Total panel (unbalanced) observations: AV1

Linear estimation after one-step weighting matrix

Variable Coefficient Std. Error t-Statistic Prob.
C YTV VY 140,40Y4
Dyy SLRELVN Yy =Y, YA LAY

Effects Specification
Cross-section fixed (dummy variables)

Weighted Statistics
R-squared VAVY Mean dependent var ~ *>Y1YV)
Adjusted R-squared L10A S.D. dependent var A
S.E. of regression A Sum squared resid wna
F-statistic 01774 Durbin-Watson stat 1,170\

Prob(F-statistic) AR
Unweighted Statistics

R-squared )\ Mean dependentvar  *>Y*\1

Sum squared resid V,ay Durbin-Watson stat ~ ),1V44
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Dependent Variable: PIN
Method: Least Squares
Date: \vy/v+/\Y Time: «++:\¢

Sample: \ vv

Included observations: vv

Variable Coefficient Std. Error t-Statistic  Prob.
C LYY 1140 11,6444
SIZE Y Cay -§ YaA) cen
R-squared L Yioo Mean dependent var ~ *,YYA)
Adjusted R-squared DAY S.D. dependent var A
S.E. of regression SRR Akaike info criterion  -0,10VA
Sum squared resid A Schwarz criterion 0,0V A
Log likelihood Vv Hannan-Quinn criter. -%,\7V)
F-statistic VALEVTE Durbin-Watson stat ~ ),0YV)
Prob(F-statistic) )
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Breusch-Godfrey Serial Correlation LM Test:
F-statistic +,4474 Prob. F(y.xrv) . Yvaq

Obs*R-squared AREVN! Prob. Chi-Square(Y) CYEAD

Test Equation:

Dependent Variable: RESID
Method: Least Squares
Date: \Y/YA/\Y Time: Vo:\o

Sample: \ yv
Included observations: v

Presample missing value lagged residuals set to zero.

yY1- Durbin Watson Statistics
\vv- Breusch—Godfrey serial correlation Lagrange multiplier test
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Variable Coefficient Std. Error t-Statistic  Prob.
C S N4t SRYIV CAVEA
SIZE CeenyY Gy G CAVY
RESID(-Y) «YEno Ve V,EavY ARV
RESID(-Y) ST m\% RY SO K\ « AYVA
R-squared -»YW  Meandependentvar ‘'t
Adjusted R-squared ~ -*»7V S.D. dependent var LTV
S.E. of regression BRI Akaike info criterion  -0,\*At
Sum squared resid BRI Schwarz criterion -0,EYEY
Log likelihood BRI Hannan-Quinn criter. -9,0¢V*
F-statistic AN Durbin-Watson stat 1,47
Prob(F-statistic) AN

Pl Gl 53 Smsad 355 5525 pie 51 S (Prob. Chi-Square (Y)=:/r¢A0)
3,8 5, ke 540 LS)‘J&&AQEMJJ e 28 Ols e 5 XL o
U“Jéu/J "JWU D8 —r-&-r-¢

\YA > . . . .. T . . . . .
s S5 b Sleaal Ose3l 51 IS izl Guilols D3 Sleasl sy s 2
Al (VF=8) Ui 7 e 0031 il ol o slizud

bl Slaenl O gal =\ T8 s

Heteroskedasticity Test: ARCH

F-statistic Y AT4T Prob. F(Vx¢) SRR
Obs*R-squared Y VVEA Prob. Chi-Square(\) ¢ +Q0A
Test Equation:

Dependent Variable: RESID"y

Method: Least Squares
Date: \Y/yA/\\  Time: \o:vv

Sample (adjusted): ¥ vv

Included observations: ¥1 after adjustments

Variable Coefficient Std. Error t-Statistic Prob.
C h’.h.\ Vareen \w’.oqq n,nniv
RESID”Y(-) YV e 1,0 SARRR

\YA- Autoregressive conditional heteroskedasticity
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R-squared A Mean dependentvar  *»***"
Adjusted R-squared *,r 844 S.D. dependent var AR
S.E. of regression AR Akaike info criterion -&,YYYY
Sum squared resid AR Schwarz criterion SVENYEY
Log likelihood TOA, v 20 Hannan-Quinn criter. -V¢,)47
F-statistic APARY Durbin-Watson stat ~ ¥»**V¥

Prob(F-statistic) RN

O O3l @l il IO slml (uiloly 0 Glaaal 25y O3a51 cnl 02 Ho (53
) H. o2 s 40 LS‘)‘JL;'-’U‘ Cb-w 3 S (Prob. Chi'Square (Y) =+/+40A) (T
33l I (gl sl s Glaaal 35 5 0

Sl Sy Sroww Jde (I b —0-Y-¢

PINit =c+aq; Sizeit + IBiBTMit + ,OiPINl't_\ + Z}Y:\ .u]D]lt + € a-%)

el Sy o Jbo ol Gga3l =168 Ju

Dependent Variable: PIN

Method: Panel Least Squares

Date: +V/+¢/)Y Time: +3:v4

Sample (adjusted): YYAYMYY YYASM)O Y
Periods included: Y1

Cross-sections included: Y°

Total panel (unbalanced) observations: V-

Variable Coefficient Std. Error t-Statistic Prob.
C C YT CeNan VY, VAS
SIZE - veenq -8, 0 VA v
BTM N VYA y,)arY YT
PIN(-)) C XYM v YVO TLIAVY
DUM) VoA VY, y,8ea «)oay
DUMY -0 08 v A ECRRA N ONA Y
DUMY CeeYY Ve AY RAiat « VAYY
DUM ¢ LA LAY A L AY14
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DUM® SRELY Ve AY - ,0071 V00T
DUM* RS £ VA Y4y, CVVeg
DUMY Coeegt VoA V0AS +,0144
DUMA -0t LAY -+ ooy ,0\Y0
DUMS N VAT LYYO +AAY
DUMS - NN Y -+ OVAG +,01)
DUM) ) SRERY VA SRa\A CEEYY
DUM) Y - e AA v, VA SR «YOA
R-squared PATT Mean dependentvar "
Adjusted R-squared AR S.D. dependent var v,r Y40
S.E. of regression LeTVE Akaike info criterion -YV)**
Sum squared resid A0AL Schwarz criterion RELAS
Log likelihood \W\¢,041 Hannan-Quinn criter. -V, \19A
F-statistic LIVEA Durbin-Watson stat ~ ',A71+¢

Prob(F-statistic) e

Gl b s gme G5 el o s aie ol 31 Jise 550 e ala>Sle oS & Solen
C,wc‘o.l.AT S o (Yo-¢) J)J}- CJ.JMU U'S'“’” GLD (o )‘JL;\A.A L@_J U‘l‘]‘*p S L;Léﬂ;t:.o
Ml Sy i e ol Oge3T 108 Jst

Dependent Variable: PIN

Method: Panel Least Squares

Date: +V/+e/NY Time: )+:¥)

Sample (adjusted): YYAYMYY YYASM)O Y
Periods included: Y1

Cross-sections included: Y°

Total panel (unbalanced) observations: V-

Variable Coefficient Std. Error t-Statistic Prob.
C L YAV GO 14,77
SIZE Senge VoA NRZAL
PIN(-)) AR LTV LYIvE
R-squared ARAR Mean dependent var ~ *>YV¢A
Adjusted R-squared AR S.D. dependent var 740
S.E. of regression LeTVE Akaike info criterion  -Y.VYVe
Sum squared resid LAvvi Schwarz criterion STVeA
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Log likelihood \ZWv,We+ Hannan-Quinn criter. -V,V)44
F-statistic FA,AY+A Durbin-Watson stat ~ ',7140
Prob(F-statistic) RRN

PINlt == '/YYA - '/"f.Sizeit + '/YV\PINlt_\ + €it (Vv=¢)
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Dependent Variable: RI
Method: Panel EGLS (Cross-section weights)
Date: yy/yA/\Y Time: Vo:tv

Sample: \YAYM Y+ \YAAM) Y

Periods included: yv

Cross-sections included: vo

Total panel (unbalanced) observations: Ay1

Linear estimation after one-step weighting matrix
Variable Coefficient Std. Error t-Statistic  Prob.
C - AA VYTV =Y, YAA) SREA

yY4- Cross-section weights
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RM CAACY RV VY ) e
PIN VATV 1AV Y400 S nY
SIZE ','iY\ v \Y‘f, Y”\VO/\ h’un\/\

Effects Specification
Cross-section fixed (dummy variables)
Weighted Statistics

R-squared BARS Mean dependent var ~ *»£44

Adjusted R-squared ~ *»'4*) S.D. dependent var HITAN

S.E. of regression AL Sum squared resid Verare
F-statistic LIVe Durbin-Watson stat ~ ¥»*¥0)
Prob(F-statistic) NN

Unweighted Statistics
R-squared LYY Mean dependent var ~ *»*¢V)
Sum squared resid =~ .8Vt Durbin-Watson stat ~ ¥,)YVA
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Correlated Random Effects - Hausman Test
Equation: PRICING
Test cross-section random effects

Test Summary Chi-Sq. Statistic Chi-Sq.d.f. Prob.

Cross-section random ARRAL ¥ AR\
Cross-section random effects test comparisons:
Variable Fixed Random Var(Diff.) Prob.
RM + AYA0 + AVAY vy SRR P
PIN ',WW ~,\‘\O\/\/ v, VY l,hhiY
SIZE ~’~Y'/\Y ~’~~0\/ h,hhh\‘ h,hYOO

Cross-section random effects test equation:
Dependent Variable: RI

Method: Panel Least Squares

Date: «¥/\¥/\¢ Time: o+

Sample: \YAYM Y+ \YAAM) Y
Periods included: yv
Cross-sections included: vo

Total panel (unbalanced) observations: Ay1

Variable Coefficient Std. Error t-Statistic Prob.
C -+ avay +,YYoq -Y,VAVA V08
RM +,AYA0 L, ALO Vg0
PIN L YYTTY SAREY Y4\ eV N 1%
SIZE e FAY ©VEA Y,0AYY AR

Effects Specification
Cross-section fixed (dummy variables)

R-squared Y Mean dependent var ">t
Adjusted R-
squared e S.D.dependentvar "W

\v+- Misspecification

yor



Laosly s 9 49y

S.E. of regression et Akaike info criterion """
Sumsquared resid 't Schwarz criterion "7
Log likelihood "M Hannan-Quinn criter. 'Y

F-statistic Durbin-Watson stat

DR}

Prob(F-statistic) ’

Sy I s alal S ek sy o (55 (PTOD= /o YAY) G5 e b el
e Sl b GG GRS pl oy S i A3l L D3l e sl el
el 0t ol L

D15 ol Ol J ogesl s -Y-Y-f

g ealimal 13l S O3l 51 el S e Sl esliial Sy s s p sk
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Redundant Fixed Effects Tests
Equation: PRICING
Test cross-section fixed effects
Effects Test Statistic d.f. Prob.

Cross-section F V,YE8E (FEVYApevn) v VA

Cross-section fixed effects test equation:
Dependent Variable: RI

Method: Panel EGLS (Cross-section weights)
Date: * Y/YA/AY Time: Y€:YY

Sample: YYAYMDY « YYAAMOYY

Periods included: YV

Cross-sections included: Y@

Total panel (unbalanced) observations: A1
Use pre-specified GLS weights

Variable Coefficient Std. Error t-Statistic  Prob.
C SRt +, Y40 SRR eVt
RM L AYYY VY WYY
PIN VY ' UAAY ),44V. gy
SIZE ey JCRRL! YYEY ey

Weighted Statistics

R-squared IAES Mean dependent var ~ *»*£44
Adjusted R- SIMA S.D. dependent var SITAN

oy
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squared
S.E. of regression R Sum squared resid V2011
F-statistic ) FAYO Durbin-Watson stat V4481
Prob(F-statistic) AR

Unweighted Statistics
R-squared +,)004 Mean dependent var eV
Sum squared resid ~ '),*)4¢ Durbin-Watson stat ¥, AV
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&MR&JM:)}—V% J}J}-

Dependent Variable: IVOL
Method: Panel Least Squares
Date: \v/va/\y Time: +A:+)

Sample (adjusted): \YAAM Y \YAQM Y

Periods included: v

Cross-sections included: vo

Total panel (unbalanced) observations: -

Convergence achieved after v iterations

Variable Coefficient Std. Error t-Statistic  Prob.
C VVEA VA V4,0 g
AR(Y) O TAY YAL <, 44A) A
AR(Y) CATVY CAYVY AAARD Caay
AR(Y) VVY GV v,6700 VY
AR(%) IRT-A¢ et .00
AR(¢) e Y IR " ATAG
R-squared A Mean dependent var ~ *»* ¢tV
Adjusted R-squared e 0rA S.D. dependent var Yo
S.E. of regression AN Akaike info criterion -0AY3A
Sum squared resid DAARY Schwarz criterion -0,VVaA
Log likelihood VaALVEY+  Hannan-Quinn criter. -0A&t
F-statistic AY4 Durbin-Watson stat )47\
Prob(F-statistic) AR
Inverted AR Roots Y )-ovi AV Fovi -t

-0

ey MJ?&‘)‘) Solactopn 18 Olrgd cdas o OLES B35 J g @usaﬁom
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IVOLit = a; + ‘Ll\PINit + ‘LLYLN(MV)it‘FEit

Dependent Variable: IVOL
Method: Panel Least Squares
Date: \y/va/\\ Time: +A:04

Sample: \YAYM Y+ \YAAM) Y
Periods included: yv

Cross-sections included: vo

Total panel (unbalanced) observations: AYo

Variable Coefficient Std. Error t-Statistic  Prob.
C CoYEE ol 1Y
PIN SYe SRS SRE% YN0
SIZE ST RS ¢ ¥ AATA v
R-squared o VAY Mean dependentvar  *»*)0*
Adjusted R-squared AL S.D. dependent var LTV
S.E. of regression AL Akaike info criterion  -0,V£4*
Sum squared resid 51004 Schwarz criterion CRARN
Log likelihood YY£oVYY+  Hannan-Quinn criter. -0,ViVé
F-statistic V,0A4 Durbin-Watson stat ~ )»*At

v

Prob(F-statistic)

(16-¢£)
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" estimation of PIN
"ewbuy: the number of buy in one day
"ewsell: the number of sell in one day

subroutine likelihood
coef()) eb
coef(V) es
coef()) af
coef()) dt
coef()) mu

logl PIN

PIN.append @logl log"

PIN.append
lg n=@dpoisson(ewbuy,exp(eb()))*@dpoisson(ewsell,exp(es(}))) /() +exp(af(})))

PIN.append
lg_b=exp(af(1))/(Y+exp(af(})))*exp(dt(1))/()+exp(dt(})))*@dpoisson(ewbuy,exp(eb(
V) *@dpoisson(ewsell,exp(es()))+exp(mu())))

PIN.append
lg_g=exp(af(1))/() +exp(af(?)))*) /() +exp(dt())))*@dpoisson(ewbuy,exp(mu())+exp(
eb())))*@dpoisson(ewsell,exp(es(})))

PIN.append log)=log(lg_n+lg b+Ig g)

'PIN.append @temp log) Ig nlg blg g
endsub

subroutine estim

"init
lalpha=",°
ldelta=",°

leb=@mean(ewbuy)

les=@mean(ewsell)

Imu=+,Y*(@mean(ewsell)+ @mean(ewbuy))/¥
leb=!eb-Imu

les=les-Imu

af())=-log() /!alpha-V) 'alpha=exp(af(}))/exp(af())+"), -
alpha="/exp(af(})+))

dt())=-log()/!delta-)) 'delta=exp(dt(}))/exp(dt(V)+"), ‘-delta=" /exp(dt())+")

eb(Y)=log(leb) 'eb=exp(eb()))>"*

es(V)=log(les) 'es=exp(es()))>"*

mu())=log(!mu)

PIN.ml
endsub
call likelihood
call estim
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" estimation of PIN
"ewbuy: the number of buy in one day
"ewsell: the number of sell in one day

subroutine likelihood
coef()) eb
coef()) eS
coef()) mu

logl PIN
PIN.append @logl log"
PIN.append
lg_n=@dpoisson(ewbuy,exp(eb(})))*@dpoisson(ewsell,exp(es(})))/.®
PIN.append
lg b=@dpoisson(ewbuy,exp(eb(})))*@dpoisson(ewsell,exp(es(}))+exp(mu())))
PIN.append
lg_g=@dpoisson(ewbuy,exp(mu())+exp(eb(})))*@dpoisson(ewsell,exp(es(})))
PIN.append log)=log(lg_n+lg b+Ig g)
'PIN.append @temp log) Ig nlg blg g
endsub

subroutine estim

"init
lalpha=",°
ldelta=",°

leb=@mean(ewbuy)

les=@mean(ewsell)
Imu=+,Y*(@mean(ewsell)+@mean(ewbuy))/Y
leb=Ileb-Imu

les=les-!mu

eb(Y)=log(leb) 'eb=exp(eb()))>"
es())=log(les) 'es=exp(es()))>"*
mu())=log('mu)

PIN.ml
endsub

call likelihood
call estim
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" estimation of PIN
" ewbuy: the number of buy in one day
"ewsell: the number of sell in one day

subroutine likelihood
coef()) eb
coef(V) es
coef()) af
coef()) dt
coef()) mu

logl PIN

PIN.append @logl log"

PIN.append Ig n=@dpoisson(ewbuy,exp(eb(})))*@dpoisson(ewsell,exp(es(})))

PIN.append
lg_b=exp(dt()))/()+exp(dt(})))*@dpoisson(ewbuy,exp(eb())))*@dpoisson(ewsell,exp(
es(1))+exp(mu(?)))

PIN.append
lg_g=" /() +exp(dt(1)))*@dpoisson(ewbuy,exp(mu(}))+exp(eb())))*@dpoisson(ewsell,
exp(es(})))

PIN.append log)=log(lg_n+lg b+Ig g)

'PIN.append @temp log) Ig nlg blg g
endsub

subroutine estim

"init
lalpha=",°
ldelta=",°

leb=@mean(ewbuy)

les=@mean(ewsell)
Imu=+,Y*(@mean(ewsell)+@mean(ewbuy))/¥
leb=!eb-Imu

les=les-Imu

dt(V)=-log( /!delta-)) 'delta=exp(dt()))/exp(dt())+"), V-delta="/exp(dt())+")
eb(Y)=log(leb) 'eb=exp(eb()))>"

es(V)=log(les) 'es=exp(es()))>"*

mu()=log(!mu)

PIN.ml
endsub

call likelihood
call estim
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" estimation of PIN
"ewbuy: the number of buy in one day
"ewsell: the number of sell in one day

subroutine likelihood
coef()) eb
coef(V) es
coef()) af
coef() mu

logl PIN

PIN.append @logl log)

PIN.append
lg n=@dpoisson(ewbuy,exp(eb()))*@dpoisson(ewsell,exp(es(})))/()+exp(af(})))

PIN.append
lg_ b=exp(af(1))/() +exp(af())))*@dpoisson(ewbuy,exp(eb())))*@dpoisson(ewsell,exp(
es(1))+exp(mu(?)))

PIN.append
lg_g=exp(af()))/()+exp(af())))*@dpoisson(ewbuy,exp(mu()))+exp(eb())))*@dpoisso
n(ewsell,exp(es()))

PIN.append log)=log(lg_n+lg b+Ig g)

'PIN.append @temp log) lg nlg blg g
endsub

subroutine estim

"init
lalpha=",°
ldelta="+,°

leb=@mean(ewbuy)

les=@mean(ewsell)

Imu=+,Y*(@mean(ewsell)+ @mean(ewbuy))/¥
leb=!eb-!mu

les=les-!mu

af(V)=-log() /!alpha-V) 'alpha=exp(af(}))/exp(af())+"), -
alpha=\/exp(af(})+))

eb(Y)=log(leb) 'eb=exp(eb()))>"

es(V)=log(les) 'es=exp(es()))>"*

mu()=log(!mu)

PIN.ml
endsub

call likelihood
call estim
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Abstract

Information asymmetry is unequal information among traders which leads to
information risk. Easley et al. (2002) developed a market microstructure
model that measures probability of private information based trades which is
entitled PIN.

This thesis estimates probability of information based trades in Tehran Stock
Exchange and investigates its relationship with firm size. It also studies
information risk pricing by examining whether PIN can explain stock return.
In addition it examined monthly effect of PIN to see whether probability of
private information based trade has different behavior in various months.
Our results show that there is a negative correlation between PIN and firm
size in the other hand, a 10 percent increase in PIN leads to 2.8 percent
increase in stock return. We found that PIN rises in 10™ month of year and
diminishes in 12" month of year. It can be explained with information

disclosure timing of publicly traded companies.

Key Words: Market Microstructure, Private Information, PIN, Information

Risk, Calendar Effects.
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