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Table 1 Summary statistics on transaction data

() ()
600000 | 7 641 000 000
600004 | 3 684 000 000
600006 | 2 880 000 000

. 101 949 23 973 52 415 600591 1 734 000 000 271 917 23 157 44 713

.077 283 25 154 51 663 600597 1 922 400 000 189 822 11 240 21 706

.107 747 11 203 23 046 600601 5288 936 303 367 942 30 284 50 920

600008 2 877 000 000 .081 515 12 666 24 081 600602 3079 753 767 421 574 41 323 80 412

600009 | 10 703 392 455 .558 633 10 651 24 175 600609 1 408 680 000
153 642 19 857 38 864 600637 1 504 082 088

.028 421 37 745 79 124 600642 4 266 096 960

135 705 27 110 53 519

600011 4 475 000 000 584 264 15 510 30 735

600015 5 964 000 000 128 416 21 787 41 903

600016 | 10 344 178 178 . 040 925 36 541 78 160 600643 2 139 967 502 132 028 36 477 76 289

600018 6 258 000 000 .342 523 15 686 38 909 600649 3533 364 211 111 791 17 482 35 106

clele|e|e|e|s|m|s|e

600019 | 12 388 200 000 .057 748 25 860 63 679 600652 2 231 905 376 113 163 14 587 29 763

600026 3 416 000 000 .163 128 17 517 36 462 600664 4707 840 717

—_

.115 518 5023 10 778

600028 | 13 188 000 000 .036 463 34 779 71 986 600688 3 916 800 000 205 344 32972 63 598

600029 4 420 000 000 . 040 477 32 291 63 576 600705 1 981 211 904 088 997 40 344 73 480

600030 2 708 000 000 .233 242 36 483 73 169 600717 3 634 443 886 274 467 7979 17 285

600033 1 771 200 000
600036 | 16 848 000 000
600038 1 095 198 000

.038 39 8 230 22 163 600795 4 580 167 604 153 259 15 522 33 538

Sle|elele

.086 06 40 065 84 590 600805 1377 232 787 081 345 14 298 29 283

. 420 086 4010 8 680 600808 2 886 000 000 0.071 575 31 631 65 094

600050 | 21 320 000 000 .012 303 45 494 90 525 600811 2 370 762 406 0.193 28 18 505 35 854

600098 3 324 060 000 .246 419 18 961 34 532 600812 2 121 094 180 0.127 509 24 294 48 817

600100 3 874 303 263 .309 338 30 823 61 912 600832 2 919 035 296 0.333 207 22 749 45 371

600104 | 7 685 493 865 105 707 22 010 42 111 600839 5499 105 554 0.719 83 37 436 75 925

600171 2 445 942 408 .295 021 36 150 72 971 600863 1 902 162 600 0.112 196 17 234 34 079

600221 1 562 222 613 .023 009 16 554 33 820 600887 3 066 757 449 1.040 26 10 437 21 403

600350 377 400 000 .021 796 17 135 36 782 600895 2 972 833 853 0.142 679 27 864 55 705

600569 2 757 375 000 .088 179 21 863 43 083 600900 16 813 980 000 | 0.053 202 36 802 78 976

3.2 VAR-MRR MRR 600717. MRR
MRR VAR-MRR MRR
(3) VAR-MRR (12) ;
(13) .2
VAR-MRR MRR .MRR
2 600601 MRR
( ) 95% .Chan ”
2
. Silva Chavez
MRR
4 . Bollen

600018 600019 600033
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Table 2 The estimation results by MRR and VAR-MRR

VAR-MRR MRR VAR-MRR MRR
g ¢ 0 ¢ 4 ¢ 0 ¢
600000 | 0.000 9™ | 0.004 3% | 0.001 5 | 0.004 3% | 600591 | 0.001 3*** | 0.003 9™ |0.0029™* | 0.004 0™

600004 | 0.001 37 | 0.004 177 | 0.003 6™ | 0.004 1 | 600597 |0.0024* |0.004 6™ |0.0034™ | 0.004 6

600006 | 0.001 4™ | 0.003 8™ | 0.003 4™ | 0.003 9™ | 600601 |0.0009 |0.004 7" |-0.0014**| 0.004 5™

600008 | 0.002 57 | 0.005 37 | 0.005 27 | 0.005 3™ | 600602 |0.001 2 |0.004 3 |0.003 6™ | 0.004 3™

600009 | 0.002 9™ | 0.006 3™ [8.0E -4 | 0.006 1™ | 600609 |0.0005** | 0.0040** | 0.002 3™ 0.004 ™

600011 | 0.001 6 | 0.004 77 | 0.003 37 | 0.004 7 | 600637 |0.0022* | 0.004 1 | 0.0054™ | 0.004 1

600015 | 0.000 3™ | 0.004 1 | 0.001 7 | 0.004 1 | 600642 | 0.001 0™ | 0.004 2™ | 0.003*** | 0.004 2***

600016 | 0.000 6™ | 0.004 177 | 0.001 4™ | 0.004 2™ | 600643 | 0.001 1™ | 0.004 2 | 0.003 1™ | 0.004 2

600018 | 0.002 1 | 0.005 0** | 6.00E —4" | 0.005** 600649 | 0.000 9™ | 0.004 0 | 0.003 27" 0.004 ™

600019 | 0.000 6 | 0.004 1 |5.0E -4 | 0.004 1™ | 600652 | 0.001 7 | 0.004 5 | 0.004™ 0.004 6™

600026 | 0.001 777 | 0.004 4 | 0.003 17 | 0.004 4™ | 600664 |0.0027° |0.004 9™ |0.007 6™ | 0.004 7"

600028 | 0.000 37 | 0.004 27 | 0.001 37 | 0.004 37 | 600688 | 0.000 8™ |0.004 1 |0.0022° | 0.004 1™

600029 | 0.000 6™ | 0.004 0™ | 0.001 97 | 0.004™* 600705 | 0.000 5 | 0.004 27 | 0.001 1™ | 0.004 3™

600030 | 0.001 0™ | 0.004 17 | 0.003 1 | 0.004 1™ | 600717 | 0.004 7 | 0.006 7 | 0.003 2 | 0.006 6

600033 0.0015" | 0.0036" [4.00E -4~ | 0.0037* | 600795 |0.001 2% | 0.004 3™ | 0.0026*** | 0.004 3***

600036 | 0.000 7 | 0.004 3™ | 0.001 5 | 0.004 3™ | 600805 |0.0009** | 0.003 7 | 0.002 9™ | 0.003 7

600038 | 0.006 07 | 0.006 5 | 0.007 4™ | 0.006 37 | 600808 | 0.0004™ |0.004 0™ |0.001 8 | 0.004 1™

600050 (9.5E — 5| 0.004 6 |7.0E -4 | 0.004 7 | 600811 |0.000 8™ |0.003 6™ |0.0034 | 0.003 7

600098 | 0.001 57 | 0.004 4 | 0.001 7 | 0.004 4™ | 600812 | 0.001 0™ |0.004 0™ | 0.002 8 | 0.004 1™

600100 | 0.001 97 | 0.005 4™ | 0.005 27 | 0.005 4™ | 600832 |0.0024™ |0.0056™ |0.007 2 | 0.005 6™

600104 | 0.001 8™ | 0.0043™* | 0.002 9™ | 0.004 4™ | 600839 | 0.000 8™ | 0.004 2 | 0.003 1 | 0.004 3™

600171 | 0.001 4™ | 0.004 5 | 0.003 4™ | 0.004 6™ | 600863 | 0.000 8™ |0.003 8™ | 0.003™* | 0.003 8™

600221 | 0.000 77 | 0.003 7 | 0.002 7% | 0.003 7*** | 600887 |0.003 7 |0.0066™ | 0.007** | 0.0067**

600350 | 0.000 4™ | 0.003 9 | 0.001 8™ | 0.003 9™ | 600895 |0.0009™ |0.004 1 | 0.002 9™ | 0.004 1**

600569 | 0.000 5 | 0.003 9™ | 0.002 37 | 0.004™* 600900 | 0.000 5 | 0.004 37 | 0.001 2*** | 0.004 37

o 99.99 % 999 : 95%
3 . MRR
2 3 0.002 957 66/ (0.002 957 66 +
2 . 3 0.004 455 934) = 0.398 9509 VAR-MRR

0.001 449 932/(0.001 449 932 + 0.004 485 247) =
0.244 294 6. MRR VAR-MRR
3 15
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Table 3 Descriptive statistics of the estimation results by the two methods

VAR-MRR

MRR

0

¢

0

¢

0. 001 449 932

0. 004 485 247

0. 002 957 66

0. 004 455 934

0.001 136 758

0. 000 760 249

0.001 779 202

0. 000 721 208

9.532E - 05 0. 003 660 067 0. 000 407 911 0. 003 657 975
25% 0.000 750 979 0.004 072 21 0.001 744 463 0.004 066 994
0.001 089 878 0.004 264 387 0.002 876 414 0.004 271 316
75% 0.001 794 26 0.004 564 718 0.003 378 884 0.004 556 696
0.006 079 382 0.006 732 929 0.007 807 823 0.006 674 794
Ahn ® MRR MA( 1)
MA( 1)
MRR
3.3 MRR VAR-MRR
1
MA( 1) ARMA(1 1)@
Admati Pfleiderer * ( 600601) 49
Dufour  Engle * Manganelli
. Wong
4
Table 4 The correlation coefficients of information risk
VAR-MRR MRR MA( 1) ARMA(1 1)
VAR-MRR 1
MRR 0.640 922 3 1
MA( 1) 0.662 407 21 0.575 660 0 1
ARMA(1 1) 0.662 437 89 0.5755256 0.999 999 00 1
0.900 342 54 0.614 379 7 0.878 467 81 0.878 472 19 1
0.770 141 09 0.602 998 02 0.350 038 46 0.349 792 28 0.692 353 60
4 MRR 0. 640 922 3.
VAR-MRR MRR
) MA(1)  ARMA(1 1) Ruey .
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0.614 379 7 0.900 342 54
0.602 998 02 0.770
141 09. VAR-MRR
MA( 1) ARMA(1 1)
® MRR
VAR-MRR MRR
0.575 66 0.662 407 21 MRR VAR-MRR
0.575 525 6 0.662 437 89. ¢ 1
VAR-MRR MRR 5
5
Table 5 The correlation coefficients of liquidity
VAR-MRR MRR A
VAR-MRR 1
MRR 0.997 238 43 1
A 0.067 697 23 0.069 749 74 1
5 VAR-MRR MRR 6 Kruskal Wallis ~ Mann-Whitney
Table 6 Kruskal- Wallis and Mann-Whitney
0.997 238 43. Kruskal Wallis Mann-Whitney
34 X P-value 14 P-value
P 0 25.7005 | 3.987e - 07 1132 | 4.834e - 09
) 0.063 6 0.800 9 150 1
0 Kruskal -Wallis
0
MRR : ¢
? P-value 0.800 9
Mann—-Whitney 0 P-value
. 4.834e - 09
Kruskal-Wallis Mann-Whitney . MRR MRR-VAR
Kruskal-Wallis . ¢ Mann-Whitney
MRR
0 ¢
. Mann-Whitney
MRR-VAR
MRR
MRR VAR-MR 7
e X e

@

35 .
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Table 7 The absolute and relative errors MRR
6 ¢
12
mean( e) 0.001 507 729 | - 2.931 26le - 05 . Ahn
U
mean( e,) 1.579 774 - 0. 005 467 099
sd(e) 0. 001 365 731 6.747 253e - 05 2
sd(e,) 1.273 868 0.011 904 82
7 mean( e) .mean( e,) .sd(e) .sd(e,) 4h
9:30 - 10:30 10:30 - 11:30
13:00 - 14:00 14:00 -15:00. 14
150% (14)
1
¢ (15). 8
0.5% 2% .
M
RR 8 50
U
3.5 VAR-MRR N
Madhavan U
Ahn "
8
Table 8 Summary statistics of model parameter estimates
9:30 - 10:30 10:30 - 11:30 13:00 - 14: 00 14:00 - 15:00
0.001 356 263 0.001 213 747 0.001 599 903 0.001 638 261
0.001 044 083 0.001 088 139 0.001 376 536 0.001 349 571
0
0.000 109 703 4.581 43E - 05 0.000 114 026 0.000 113 678
0.004 624 693 0.005 620 623 0.007 451 542 0.006 119 419
0.005 007 924 0.004 476 851 0.004 190 682 0.004 304 149
0.001 489 761 0.000 725 79 0.000 592 268 0.000 619 084
¢
0.003 733 92 0.003 618 408 0.003 532 491 0.003 569 045
0.010 296 24 0.006 833 408 0.005 938 361 0.006 335 266
MRR
VAR
VAR-MRR
VAR
MRR MRR
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Does MRR model overestimate the information risk: Empirical results from
Chinese data of SSE

ZHANG Qiang' LIU Shan-eun®  QIU Wan-hua’

1. School of Economics and Management Beijing University of Chemical Technology Beijing 100029 China;
2. School of Economics and Management Beihang University Beijing 100191 China

Abstract: Based on the VAR model we modify MRR model ( Madhavan et al. 1997) by extending the ex—
pectation formula which measures the next trade sign. We argue that MRR model overestimates the information
risk as the expectation formula in MRR model could not capture the full information. We present a VAR struc—
ture to replace the one period expectation formula in MRR model and give a new model ( VAR-MRR) . Using
the high frequency data of the 50 stocks of the SSE 50 index of 2004 we estimate and test the information
risks of MRR and VAR-MRR. The results show that MRR overestimates the information risk and the incom-
plete information capturing results in inaccurate estimations in MRR. Further the results show that the liquidi-
ty cost dominated the information risk. Shanghai Stock Exchange exhibit U-shape intraday patterns for the in—
formation risk and the liquidity cost.

Key words: VAR model; informed trading; information risk; liquidity cost



