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series of papers (listed above) that develop and use the PIN measure also take the position

that private information should include private interpretations of otherwise public news. As

Easley, O’ Hara and Paperman (1998) state:

“In effect, we define information events as public if they do not affect trading.

Such events may cause price changes, but little or no trade should be generated by

a truly public information event. To the extent that seemingly public information

events affect trade, they have a private component (such as understanding how

to use this particular information) and we classify them as private information

events.”

By using a definition of private information based on trading behavior, I side-step the

problems in identifying private information associated with the event based approach. Of

course, the trade based approach requires that firm-specific order flow be a good proxy for

the arrival of private information.

Finally, a few studies have used trade flows of various kinds to study the impact of

private information on prices. Albuquerque, Bauer and Schneider (2002) regress monthly

international equity flows on past monthly flows and other predictive variables. They then

use the residuals from this regression as a measure of the private information in these flows.

They find evidence of a common factor in their private information measures across countries

and use it to help explain the cross-section of international equity returns. Lastly, Vega

(2001) considers the relation between the PIN measure mentioned above and the earnings

announcement drift phenomenon documented by Bernard and Thomas (1990) among others.
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She finds that firms with a higher probability of informed trade have larger abnormal returns

after earnings announcements.
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Table I: Descriptive Statistics
Presented below are descriptive statistics for various variables. OF is total firm order flow. Market
OF is computed each month by summing the total net trading volume for each stock in the sample.
RET is the monthly return to the stock and REV is the percentage quote revision, including dividends.
Panel A presents the averages, medians and quartiles for each of the variables. These are the averages
across the entire panel January 1993 to November 2001. Panel B presents the mean and median 
correlations between the various variables. Panel C presents the quartiles of the correlations. The 
correlations are computed firm by firm and the means, medians and quartiles are taken across firms.

Panel A:

OF MOF RET REV
Mean 0.002 -0.003 0.011 0.009

3rd Qrt. -0.001 -0.002 0.019 0.015
Median -0.002 -0.003 0.011 0.008
1st Qrt. -0.005 -0.004 0.004 0.002

Panel B:

Means/Medians:
OF MOF RET REV

FSOF 1.000 0.278 0.277 0.208
MOF 0.352 1.000 0.102 0.104
RET 0.352 0.181 1.000 0.965
REV 0.320 0.201 0.896 1.000

Panel C:

1st/3rd Quartiles:

OF MOF RET REV
FSOF 1.000 0.416 0.413 0.368
MOF 0.155 1.000 0.181 0.191
RET 0.153 0.046 1.000 0.991
REV 0.100 0.048 0.848 1.000

Correlations:

Cross-Sectional Statistics:



Table II:  Ranking Period Statistics
NYSE firms are split into two groups, those above and those below the median market capitalization. Within each group, each 
month firms are ranked into quintiles based on their firm specific order flow over the past one, thee, six, nine or twelve months.
 Firm specific order flow is defined as the residual from a regression of firm order flow on market order flow. Both firm and market net 
order flow are expressed as a percentage of total shares outstanding at the beginning of the period.  The average returns and firm specific 
order flow during the various ranking periods for the big and small firms are presented below.  High and low refer to the highest and lowest 
quintile of firm specific order flow during the ranking period in question. All numbers are in percent.

Avg. Firm Spc. Avg. Firm Spc. Avg. Firm Spc. Avg. Firm Spc. Avg. Firm Spc.
Return Ord. Flow Return Ord. Flow Return Ord. Flow Return Ord. Flow Return Ord. Flow

High 4.48 1.17 10.06 2.92 16.60 4.59 22.64 5.91 28.52 7.13
Low -2.27 -1.26 -1.48 -3.14 1.69 -4.81 5.21 -6.08 9.35 -7.14

Avg. Firm Spc. Avg. Firm Spc. Avg. Firm Spc. Avg. Firm Spc. Avg. Firm Spc.
Return Ord. Flow Return Ord. Flow Return Ord. Flow Return Ord. Flow Return Ord. Flow

High 4.75 1.82 7.27 4.52 9.35 7.07 11.60 8.99 13.45 10.42
Low -2.51 -1.93 -4.42 -4.74 -6.15 -6.87 -7.42 -8.27 -7.96 -9.32

Small Firms

Six Months

Ranking Period 

Big Firms

Nine Months Twelve MonthsOne Month Three Months



Table III: Results for Small Firm H-L Portfolios Formed Using Firm-Specific Order Flow
Presented below are returns to a version of the Jegadeesh and Titman (1993) portfolio strategy, where instead of ranking on returns,
large stocks are ranked on firm-specific order flow during the last one, three, six, nine or twelve months. Firm-specific order flow is the 
residual from a regression of total firm order-flow on market order flow. The group labeled High/(Low) are stocks in the highest/(lowest) 
quintile of order flow. The panel labeled H-L is the difference between the high and the low returns. This corresponds to the profits per 
dollar long to a zero-investment portfolio formed by taking a long position in the High group of stocks financed by an offsetting short 
position in the Low group of stocks. 

Holding
Period Mean S.E. t Mean S.E. t Mean S.E. t Mean S.E. t Mean S.E. t

1 0.94 0.41 2.30 0.43 0.47 0.91 0.34 0.48 0.71 0.40 0.50 0.80 0.38 0.52 0.73
3 0.91 0.41 2.22 0.47 0.48 0.97 0.41 0.50 0.82 0.47 0.51 0.91 0.42 0.54 0.78
6 0.95 0.41 2.30 0.49 0.50 0.99 0.47 0.51 0.92 0.45 0.53 0.85 0.49 0.55 0.89
9 0.94 0.42 2.22 0.55 0.51 1.08 0.46 0.53 0.88 0.51 0.55 0.94 0.47 0.57 0.83

High 12 0.93 0.43 2.15 0.50 0.53 0.94 0.52 0.54 0.96 0.48 0.56 0.85 0.54 0.58 0.92
15 0.98 0.44 2.23 0.57 0.54 1.04 0.49 0.56 0.87 0.56 0.58 0.97 0.52 0.60 0.86
18 1.02 0.45 2.27 0.54 0.56 0.97 0.59 0.57 1.02 0.56 0.60 0.94 0.46 0.62 0.74
21 1.01 0.47 2.18 0.65 0.58 1.13 0.60 0.60 1.01 0.50 0.62 0.81 0.40 0.64 0.63
24 1.11 0.48 2.34 0.68 0.60 1.14 0.54 0.62 0.87 0.44 0.64 0.69 0.47 0.66 0.72

1 0.92 0.42 2.20 1.28 0.51 2.51 1.35 0.53 2.57 1.29 0.53 2.42 1.24 0.54 2.30
3 0.89 0.41 2.15 1.10 0.50 2.18 1.10 0.52 2.11 1.09 0.53 2.07 1.09 0.53 2.04
6 0.90 0.42 2.15 1.00 0.51 1.97 1.01 0.53 1.90 0.94 0.53 1.76 1.08 0.54 2.00
9 0.88 0.43 2.06 0.95 0.52 1.84 0.90 0.53 1.69 0.99 0.54 1.83 1.05 0.55 1.92

Low 12 0.89 0.44 2.03 0.86 0.52 1.65 0.96 0.54 1.79 0.97 0.55 1.77 1.16 0.56 2.09
15 0.94 0.44 2.11 0.97 0.53 1.81 0.97 0.55 1.76 1.11 0.56 1.97 1.24 0.57 2.16
18 1.00 0.46 2.19 0.97 0.55 1.77 1.09 0.56 1.94 1.17 0.58 2.02 1.16 0.59 1.96
21 0.99 0.47 2.10 1.08 0.56 1.94 1.14 0.58 1.98 1.10 0.59 1.84 1.10 0.61 1.81
24 1.09 0.48 2.27 1.11 0.57 1.94 1.07 0.59 1.79 1.04 0.62 1.69 1.19 0.63 1.90

1 0.02 0.10 0.18 -0.85 0.17 -4.96 -1.02 0.18 -5.57 -0.89 0.19 -4.59 -0.85 0.17 -4.93
3 0.02 0.07 0.26 -0.63 0.13 -4.79 -0.69 0.16 -4.42 -0.62 0.17 -3.60 -0.67 0.16 -4.09
6 0.05 0.05 0.98 -0.51 0.12 -4.32 -0.54 0.15 -3.66 -0.48 0.15 -3.23 -0.59 0.15 -3.80
9 0.06 0.04 1.41 -0.40 0.11 -3.77 -0.43 0.12 -3.57 -0.48 0.14 -3.52 -0.58 0.16 -3.73

H-L 12 0.04 0.04 1.09 -0.37 0.09 -3.99 -0.44 0.11 -3.86 -0.49 0.13 -3.69 -0.62 0.15 -4.11
15 0.04 0.03 1.18 -0.40 0.09 -4.40 -0.48 0.11 -4.29 -0.55 0.13 -4.29 -0.72 0.14 -5.13
18 0.03 0.03 0.80 -0.43 0.09 -4.93 -0.50 0.11 -4.74 -0.61 0.12 -5.19 -0.69 0.14 -5.11
21 0.03 0.03 0.94 -0.43 0.08 -5.34 -0.54 0.10 -5.52 -0.59 0.11 -5.16 -0.70 0.13 -5.29
24 0.02 0.03 0.86 -0.43 0.08 -5.61 -0.53 0.10 -5.44 -0.60 0.11 -5.30 -0.72 0.13 -5.48

Ranking Period

One Month Three Months Six Months Nine Months Twelve Months



Table IV: Results for Big Firm H-L Portfolios Formed Using Firm-Specific Order Flow
Presented below are returns to a version of the Jegadeesh and Titman (1993) portfolio strategy, where instead of ranking on returns,
large stocks are ranked on firm-specific order flow during the last one, three, six, nine or twelve months. Firm-specific order flow is the 
residual from a regression of total firm order-flow on market order flow. The group labeled High/(Low) are stocks in the highest/(lowest) 
quintile of order flow. The panel labeled H-L is the difference between the high and the low returns. This corresponds to the profits per 
dollar long to a zero-investment portfolio formed by taking a long position in the High group of stocks financed by an offsetting short 
position in the Low group of stocks. 

Holding
Period Mean S.E. t Mean S.E. t Mean S.E. t Mean S.E. t Mean S.E. t

1 1.08 0.39 2.76 0.69 0.43 1.60 0.69 0.44 1.55 0.63 0.45 1.39 0.68 0.47 1.44
3 1.07 0.39 2.70 0.77 0.44 1.76 0.70 0.45 1.56 0.74 0.46 1.60 0.70 0.48 1.46
6 1.07 0.40 2.66 0.81 0.45 1.80 0.78 0.46 1.70 0.74 0.48 1.55 0.78 0.49 1.60
9 1.05 0.41 2.54 0.85 0.46 1.84 0.76 0.47 1.59 0.80 0.49 1.63 0.73 0.50 1.47

High 12 1.06 0.42 2.50 0.82 0.47 1.73 0.81 0.49 1.67 0.75 0.50 1.49 0.84 0.51 1.63
15 1.13 0.43 2.64 0.87 0.49 1.78 0.77 0.50 1.53 0.86 0.51 1.67 0.81 0.53 1.53
18 1.19 0.44 2.70 0.84 0.50 1.67 0.89 0.51 1.73 0.84 0.53 1.58 0.77 0.55 1.41
21 1.17 0.45 2.57 0.96 0.51 1.87 0.88 0.53 1.67 0.81 0.55 1.47 0.69 0.57 1.22
24 1.24 0.46 2.67 0.95 0.53 1.81 0.85 0.55 1.55 0.73 0.57 1.28 0.71 0.58 1.21

1 1.07 0.39 2.73 1.61 0.46 3.53 1.54 0.47 3.27 1.51 0.49 3.09 1.51 0.49 3.10
3 1.01 0.39 2.60 1.43 0.45 3.18 1.36 0.47 2.90 1.40 0.48 2.92 1.43 0.49 2.94
6 1.03 0.40 2.58 1.32 0.46 2.88 1.32 0.47 2.79 1.36 0.48 2.81 1.49 0.49 3.03
9 1.01 0.41 2.47 1.32 0.47 2.83 1.31 0.48 2.71 1.44 0.49 2.93 1.47 0.50 2.94

Low 12 1.02 0.42 2.42 1.30 0.47 2.76 1.40 0.49 2.87 1.42 0.50 2.84 1.56 0.50 3.08
15 1.10 0.43 2.56 1.37 0.48 2.84 1.37 0.50 2.76 1.53 0.51 3.01 1.54 0.52 2.95
18 1.13 0.44 2.58 1.34 0.49 2.73 1.49 0.51 2.95 1.51 0.52 2.88 1.48 0.54 2.76
21 1.11 0.45 2.46 1.46 0.50 2.91 1.46 0.52 2.81 1.46 0.54 2.70 1.41 0.56 2.54
24 1.19 0.46 2.58 1.42 0.52 2.75 1.42 0.54 2.64 1.39 0.56 2.48 1.43 0.57 2.50

1 0.02 0.08 0.21 -0.92 0.18 -5.03 -0.85 0.20 -4.33 -0.88 0.21 -4.23 -0.83 0.20 -4.22
3 0.06 0.04 1.47 -0.66 0.16 -4.16 -0.66 0.18 -3.64 -0.66 0.18 -3.73 -0.73 0.18 -4.15
6 0.04 0.03 1.45 -0.51 0.13 -3.82 -0.54 0.15 -3.51 -0.62 0.16 -3.90 -0.72 0.17 -4.32
9 0.04 0.03 1.34 -0.47 0.12 -3.98 -0.55 0.14 -3.87 -0.65 0.15 -4.26 -0.74 0.16 -4.51

H-L 12 0.04 0.03 1.55 -0.48 0.10 -4.61 -0.59 0.13 -4.40 -0.67 0.14 -4.66 -0.72 0.16 -4.56
15 0.04 0.03 1.35 -0.50 0.10 -5.03 -0.61 0.13 -4.81 -0.67 0.14 -4.84 -0.73 0.15 -4.84
18 0.06 0.03 2.30 -0.50 0.09 -5.28 -0.60 0.12 -4.98 -0.67 0.13 -5.20 -0.71 0.15 -4.88
21 0.05 0.03 2.04 -0.50 0.09 -5.46 -0.58 0.11 -5.24 -0.65 0.12 -5.23 -0.72 0.14 -4.99
24 0.05 0.03 1.78 -0.47 0.08 -5.61 -0.57 0.11 -5.34 -0.66 0.12 -5.37 -0.72 0.14 -4.98

Ranking Period

One Month Three Months Six Months Nine Months Twelve Months



Table V: Alphas for the Big and Small Firm H-L Portfolios Formed Using Firm-Specific Order Flow
Presented below are estimated alphas relative to the CAPM, FF and Carhart models for the H-L zero investment portfolio for each ranking period/holding period  
combination. The portfolios are formed using firm-specific order flow. The alphas are computed by regressing the profits from the H-L zero investment portfolio
on the excess market return and the three FF factors. Panel A presents the results for the H-L formed from large firms. Panel B presents the alphas for the 
H-L portfolio formed from small firms. 

Holding 
Model Period Mean S.E. t Mean S.E. t Mean S.E. t Mean S.E. t Mean S.E. t

1 0.018 0.076 0.24 -0.934 0.186 -5.01 -0.872 0.200 -4.36 -0.881 0.210 -4.19 0.064 0.026 2.46
3 0.060 0.038 1.57 -0.671 0.163 -4.13 -0.667 0.183 -3.63 -0.669 0.180 -3.71 -0.739 0.180 -4.12
6 0.044 0.028 1.55 -0.517 0.136 -3.79 -0.545 0.157 -3.46 -0.631 0.163 -3.87 -0.723 0.170 -4.26
9 0.037 0.028 1.36 -0.475 0.121 -3.94 -0.553 0.145 -3.82 -0.659 0.155 -4.25 -0.741 0.166 -4.46

CAPM 12 0.044 0.025 1.72 -0.486 0.106 -4.57 -0.596 0.136 -4.39 -0.683 0.147 -4.64 -0.724 0.161 -4.49
15 0.044 0.027 1.65 -0.503 0.101 -4.96 -0.614 0.129 -4.76 -0.676 0.142 -4.77 -0.728 0.153 -4.75
18 0.068 0.026 2.66 -0.503 0.097 -5.21 -0.603 0.123 -4.91 -0.677 0.132 -5.15 -0.715 0.149 -4.80
21 0.064 0.026 2.46 -0.496 0.092 -5.37 -0.585 0.113 -5.18 -0.656 0.127 -5.17 -0.720 0.147 -4.91
24 0.057 0.026 2.21 -0.474 0.085 -5.55 -0.580 0.109 -5.30 -0.666 0.125 -5.32 -0.721 0.146 -4.92

1 0.060 0.078 0.77 -0.937 0.194 -4.84 -0.897 0.207 -4.34 -0.882 0.217 -4.06 0.061 0.027 2.31
3 0.067 0.040 1.69 -0.685 0.169 -4.06 -0.686 0.190 -3.62 -0.657 0.186 -3.53 -0.763 0.185 -4.13
6 0.049 0.029 1.65 -0.540 0.141 -3.84 -0.551 0.163 -3.39 -0.636 0.168 -3.79 -0.760 0.175 -4.35
9 0.039 0.028 1.38 -0.484 0.125 -3.88 -0.557 0.149 -3.73 -0.680 0.160 -4.25 -0.774 0.171 -4.53

FF 12 0.043 0.026 1.62 -0.494 0.110 -4.50 -0.618 0.140 -4.41 -0.709 0.152 -4.68 -0.760 0.167 -4.54
15 0.043 0.027 1.57 -0.526 0.105 -5.03 -0.643 0.133 -4.85 -0.711 0.147 -4.84 -0.775 0.159 -4.88
18 0.067 0.026 2.54 -0.523 0.099 -5.25 -0.634 0.127 -4.99 -0.721 0.136 -5.30 -0.755 0.154 -4.89
21 0.061 0.027 2.31 -0.521 0.096 -5.44 -0.623 0.117 -5.33 -0.693 0.131 -5.28 -0.751 0.152 -4.94
24 0.056 0.027 2.10 -0.501 0.088 -5.68 -0.611 0.113 -5.40 -0.694 0.130 -5.36 -0.746 0.152 -4.90

1 0.028 0.087 0.319 -0.912 0.210 -4.336 -0.772 0.225 -3.435 -0.828 0.239 -3.468 0.059 0.029 2.079
3 0.037 0.043 0.863 -0.594 0.182 -3.265 -0.588 0.207 -2.845 -0.599 0.204 -2.931 -0.661 0.202 -3.273
6 0.018 0.031 0.585 -0.453 0.153 -2.953 -0.503 0.179 -2.810 -0.557 0.183 -3.043 -0.664 0.188 -3.525

Carhart 9 0.023 0.031 0.753 -0.449 0.137 -3.280 -0.508 0.163 -3.123 -0.600 0.172 -3.482 -0.691 0.183 -3.769
12 0.026 0.029 0.920 -0.448 0.120 -3.744 -0.558 0.151 -3.692 -0.642 0.163 -3.941 -0.680 0.178 -3.815
15 0.030 0.030 1.016 -0.485 0.113 -4.297 -0.594 0.143 -4.168 -0.646 0.157 -4.112 -0.730 0.171 -4.274
18 0.059 0.028 2.074 -0.483 0.107 -4.530 -0.577 0.136 -4.249 -0.678 0.146 -4.626 -0.746 0.169 -4.414
21 0.059 0.029 2.079 -0.464 0.102 -4.541 -0.578 0.126 -4.585 -0.681 0.143 -4.744 -0.764 0.167 -4.565
24 0.055 0.029 1.923 -0.454 0.095 -4.807 -0.590 0.124 -4.756 -0.697 0.142 -4.893 -0.770 0.168 -4.577

1 0.016 0.098 0.16 -0.834 0.174 -4.78 -1.024 0.185 -5.53 -0.898 0.197 -4.55 0.030 0.029 1.01
3 0.013 0.066 0.20 -0.612 0.134 -4.58 -0.699 0.159 -4.39 -0.630 0.176 -3.57 -0.674 0.167 -4.05
6 0.046 0.047 0.97 -0.507 0.121 -4.21 -0.537 0.149 -3.60 -0.479 0.152 -3.16 -0.594 0.158 -3.76
9 0.059 0.040 1.49 -0.388 0.107 -3.63 -0.430 0.123 -3.50 -0.475 0.138 -3.45 -0.587 0.159 -3.69

CAPM 12 0.043 0.037 1.17 -0.357 0.093 -3.84 -0.438 0.116 -3.78 -0.498 0.137 -3.64 -0.631 0.155 -4.08
15 0.041 0.032 1.27 -0.394 0.093 -4.26 -0.486 0.115 -4.22 -0.556 0.131 -4.24 -0.732 0.143 -5.12
18 0.030 0.033 0.91 -0.428 0.088 -4.84 -0.503 0.108 -4.68 -0.617 0.120 -5.13 -0.705 0.138 -5.11
21 0.030 0.029 1.01 -0.434 0.082 -5.30 -0.542 0.099 -5.46 -0.601 0.117 -5.14 -0.708 0.134 -5.28
24 0.023 0.027 0.85 -0.442 0.079 -5.59 -0.532 0.099 -5.39 -0.605 0.114 -5.30 -0.731 0.133 -5.50

1 -0.027 0.101 -0.27 -0.781 0.180 -4.35 -1.047 0.191 -5.49 -0.943 0.199 -4.74 0.026 0.030 0.87
3 -0.012 0.068 -0.18 -0.610 0.138 -4.42 -0.746 0.162 -4.59 -0.697 0.178 -3.92 -0.732 0.170 -4.31
6 0.033 0.049 0.67 -0.546 0.123 -4.44 -0.584 0.152 -3.84 -0.543 0.153 -3.55 -0.649 0.162 -4.01
9 0.044 0.040 1.10 -0.433 0.108 -4.01 -0.471 0.125 -3.76 -0.528 0.141 -3.76 -0.627 0.164 -3.82

FF 12 0.027 0.037 0.73 -0.391 0.094 -4.14 -0.470 0.119 -3.94 -0.536 0.141 -3.81 -0.663 0.161 -4.12
15 0.030 0.033 0.90 -0.433 0.094 -4.59 -0.512 0.119 -4.32 -0.594 0.135 -4.38 -0.760 0.149 -5.11
18 0.021 0.033 0.62 -0.464 0.090 -5.17 -0.532 0.111 -4.79 -0.651 0.124 -5.26 -0.736 0.143 -5.15
21 0.026 0.030 0.87 -0.469 0.083 -5.65 -0.573 0.102 -5.63 -0.635 0.120 -5.28 -0.735 0.139 -5.29
24 0.019 0.028 0.66 -0.480 0.080 -6.03 -0.563 0.101 -5.57 -0.636 0.118 -5.39 -0.760 0.138 -5.50

1 -0.067 0.110 -0.603 -0.929 0.198 -4.697 -1.072 0.208 -5.146 -0.963 0.221 -4.359 0.022 0.031 0.712
3 -0.052 0.074 -0.698 -0.726 0.151 -4.821 -0.723 0.179 -4.042 -0.698 0.199 -3.509 -0.715 0.186 -3.839
6 0.004 0.053 0.076 -0.545 0.136 -4.021 -0.563 0.170 -3.322 -0.535 0.169 -3.166 -0.668 0.172 -3.884
9 0.029 0.045 0.651 -0.459 0.120 -3.812 -0.493 0.137 -3.604 -0.564 0.150 -3.767 -0.703 0.170 -4.139

Carhart 12 0.018 0.040 0.443 -0.424 0.103 -4.134 -0.517 0.126 -4.106 -0.613 0.146 -4.210 -0.742 0.165 -4.500
15 0.023 0.035 0.673 -0.478 0.100 -4.783 -0.591 0.123 -4.810 -0.675 0.140 -4.842 -0.849 0.153 -5.534
18 0.019 0.035 0.528 -0.508 0.094 -5.391 -0.589 0.116 -5.092 -0.728 0.129 -5.650 -0.813 0.152 -5.361
21 0.022 0.031 0.712 -0.484 0.088 -5.513 -0.613 0.108 -5.686 -0.695 0.129 -5.383 -0.793 0.149 -5.338
24 0.012 0.030 0.392 -0.483 0.085 -5.702 -0.596 0.109 -5.451 -0.684 0.127 -5.379 -0.804 0.148 -5.442

Panel A: Large Firms

Panel B: Small Firms

Ranking Period

One Month Three Months Six Months Nine Months Twelve Months



Table VI: Results for Big and Small Firm H-L Portfolios Formed Using Adjusted Firm-Specific Order Flow
Presented below are returns to a version of the Jegadeesh and Titman (1993) portfolio strategy, where instead of ranking on returns,
large stocks are ranked on adjusted firm-specific order flow during the last one, three, six, nine or twelve months. Adjusted firm-specific 
order flow is computed by aggregating the residuals from a VAR(10) estimated on daily quote revisions and order flow to the monthly level. 
The monthly order flow for each firm is then regressed on the market order flow. The residual from this regression is adjusted firm-specific 
order flow.  The group labeled High/(Low) are stocks in the highest/(lowest) quintile of order flow. The panel labeled H-L is the difference 
between the high and the low returns. This corresponds to the profits per dollar long to a zero-investment portfolio formed by taking a long 
position in the High group of stocks financed by an offsetting short position in the Low group of stocks. 

Holding 
Period Mean S.E. t Mean S.E. t Mean S.E. t Mean S.E. t Mean S.E. t

1 0.133 0.072 1.833 -0.762 0.175 -4.356 -0.566 0.187 -3.024 -0.648 0.190 -3.402 -0.669 0.192 -3.492
3 0.080 0.049 1.647 -0.473 0.150 -3.150 -0.411 0.168 -2.447 -0.449 0.174 -2.581 -0.556 0.172 -3.231
6 0.038 0.034 1.134 -0.385 0.126 -3.046 -0.369 0.153 -2.418 -0.474 0.161 -2.947 -0.543 0.165 -3.299
9 0.025 0.031 0.817 -0.342 0.116 -2.937 -0.384 0.138 -2.777 -0.487 0.154 -3.170 -0.550 0.160 -3.429

12 0.026 0.030 0.874 -0.399 0.104 -3.840 -0.438 0.130 -3.374 -0.527 0.146 -3.619 -0.570 0.155 -3.678
15 0.013 0.029 0.433 -0.416 0.099 -4.213 -0.458 0.124 -3.691 -0.527 0.141 -3.745 -0.560 0.148 -3.776
18 0.030 0.028 1.066 -0.415 0.096 -4.326 -0.456 0.120 -3.800 -0.511 0.133 -3.855 -0.563 0.147 -3.829
21 0.026 0.027 0.965 -0.411 0.093 -4.439 -0.438 0.113 -3.869 -0.503 0.130 -3.871 -0.588 0.144 -4.079
24 0.023 0.027 0.858 -0.380 0.087 -4.370 -0.434 0.112 -3.882 -0.527 0.128 -4.130 -0.591 0.144 -4.090

1 -0.058 0.105 -0.549 -0.895 0.178 -5.029 -0.999 0.202 -4.954 -0.952 0.207 -4.593 -0.852 0.178 -4.796
3 -0.039 0.063 -0.624 -0.627 0.134 -4.666 -0.655 0.174 -3.767 -0.608 0.185 -3.285 -0.692 0.174 -3.978
6 0.049 0.043 1.143 -0.479 0.136 -3.531 -0.507 0.163 -3.116 -0.519 0.157 -3.304 -0.621 0.163 -3.809
9 0.056 0.037 1.524 -0.380 0.120 -3.162 -0.441 0.127 -3.469 -0.498 0.138 -3.596 -0.606 0.159 -3.803

12 0.041 0.034 1.180 -0.357 0.097 -3.688 -0.443 0.112 -3.971 -0.520 0.133 -3.917 -0.642 0.152 -4.233
15 0.036 0.032 1.145 -0.391 0.091 -4.319 -0.485 0.110 -4.424 -0.573 0.126 -4.549 -0.706 0.144 -4.915
18 0.021 0.031 0.681 -0.404 0.087 -4.659 -0.492 0.104 -4.739 -0.582 0.120 -4.854 -0.647 0.138 -4.684
21 0.028 0.029 0.974 -0.408 0.082 -4.985 -0.505 0.099 -5.098 -0.563 0.118 -4.784 -0.652 0.132 -4.943
24 0.023 0.026 0.860 -0.394 0.081 -4.894 -0.483 0.097 -4.970 -0.550 0.112 -4.935 -0.629 0.129 -4.861

Panel A:  Big Firms

Panel B: Small Firms

Ranking Period

One Month Three Months Six Months Nine Months Twelve Months



Table VII: Alphas to H-L Portfolios Formed Using Adjusted Firm-Specific Order Flow
Presented below are estimated alphas relative to the CAPM, FF and Carhart models for the H-L zero investment portfolio for each ranking period/holding period  
combination. The portfolios are formed using adjusted firm-specific order flow. The alphas are computed by regressing the profits from the H-L zero investment
portfolio on the excess market return and the three FF factors. Panel A presents the results for the H-L portfolio formed from large firms. Panel B presents the 
alphas for the H-L portfolio formed from small firms. 

Holding 
Model Period Mean S.E. t Mean S.E. t Mean S.E. t Mean S.E. t Mean S.E. t

1 0.131 0.074 1.778 -0.771 0.178 -4.331 -0.576 0.190 -3.032 -0.656 0.193 -3.391 0.031 0.028 1.102
3 0.091 0.049 1.854 -0.475 0.153 -3.106 -0.413 0.171 -2.420 -0.452 0.177 -2.559 -0.565 0.175 -3.235
6 0.044 0.034 1.310 -0.387 0.129 -3.011 -0.372 0.155 -2.397 -0.480 0.163 -2.940 -0.552 0.168 -3.294
9 0.026 0.032 0.837 -0.345 0.118 -2.918 -0.389 0.140 -2.770 -0.498 0.156 -3.184 -0.560 0.163 -3.432

CAPM 12 0.029 0.030 0.969 -0.402 0.106 -3.808 -0.447 0.132 -3.381 -0.538 0.148 -3.623 -0.577 0.158 -3.648
15 0.016 0.030 0.547 -0.415 0.101 -4.121 -0.463 0.127 -3.656 -0.530 0.143 -3.695 -0.566 0.151 -3.734
18 0.033 0.028 1.188 -0.413 0.098 -4.217 -0.458 0.122 -3.748 -0.515 0.135 -3.806 -0.565 0.150 -3.768
21 0.031 0.028 1.102 -0.407 0.094 -4.310 -0.442 0.116 -3.826 -0.504 0.132 -3.805 -0.586 0.147 -4.000
24 0.028 0.028 1.020 -0.378 0.089 -4.254 -0.439 0.114 -3.855 -0.527 0.130 -4.060 -0.590 0.147 -4.023

1 0.126 0.077 1.650 -0.792 0.185 -4.288 -0.593 0.197 -3.009 -0.649 0.199 -3.255 0.033 0.029 1.136
3 0.088 0.051 1.737 -0.492 0.157 -3.126 -0.421 0.176 -2.394 -0.441 0.181 -2.432 -0.574 0.180 -3.191
6 0.048 0.035 1.361 -0.404 0.132 -3.056 -0.365 0.160 -2.288 -0.480 0.168 -2.857 -0.577 0.173 -3.336
9 0.031 0.033 0.946 -0.344 0.122 -2.825 -0.382 0.144 -2.648 -0.507 0.161 -3.148 -0.585 0.168 -3.483

FF 12 0.029 0.031 0.947 -0.398 0.108 -3.676 -0.455 0.136 -3.341 -0.552 0.153 -3.617 -0.606 0.164 -3.699
15 0.017 0.031 0.545 -0.423 0.104 -4.081 -0.474 0.131 -3.628 -0.550 0.149 -3.699 -0.607 0.157 -3.863
18 0.035 0.029 1.198 -0.420 0.101 -4.152 -0.472 0.127 -3.717 -0.545 0.141 -3.872 -0.601 0.155 -3.873
21 0.033 0.029 1.136 -0.416 0.098 -4.241 -0.463 0.120 -3.847 -0.528 0.138 -3.838 -0.615 0.152 -4.046
24 0.033 0.029 1.141 -0.392 0.093 -4.234 -0.458 0.118 -3.868 -0.545 0.135 -4.045 -0.616 0.152 -4.039

1 0.169 0.084 2.025 -0.798 0.199 -4.012 -0.475 0.213 -2.229 -0.638 0.220 -2.899 0.021 0.030 0.679
3 0.087 0.055 1.574 -0.452 0.171 -2.643 -0.369 0.192 -1.919 -0.408 0.201 -2.034 -0.498 0.197 -2.534
6 0.036 0.038 0.932 -0.376 0.145 -2.596 -0.359 0.176 -2.040 -0.425 0.184 -2.317 -0.491 0.186 -2.636
9 0.029 0.036 0.806 -0.357 0.134 -2.666 -0.353 0.158 -2.242 -0.453 0.174 -2.610 -0.501 0.180 -2.783

Carhart 12 0.032 0.034 0.931 -0.388 0.118 -3.274 -0.416 0.147 -2.833 -0.496 0.164 -3.030 -0.520 0.175 -2.979
15 0.011 0.033 0.344 -0.408 0.111 -3.659 -0.439 0.139 -3.158 -0.493 0.158 -3.114 -0.556 0.169 -3.291
18 0.023 0.031 0.751 -0.398 0.107 -3.712 -0.431 0.134 -3.203 -0.512 0.151 -3.399 -0.588 0.169 -3.470
21 0.021 0.030 0.679 -0.382 0.103 -3.699 -0.439 0.128 -3.437 -0.530 0.149 -3.559 -0.630 0.166 -3.792
24 0.023 0.030 0.760 -0.381 0.097 -3.905 -0.464 0.127 -3.650 -0.567 0.146 -3.878 -0.645 0.167 -3.869

1 -0.072 0.106 -0.675 -0.867 0.180 -4.814 -1.011 0.205 -4.934 -0.945 0.211 -4.489 0.026 0.029 0.891
3 -0.046 0.064 -0.728 -0.615 0.137 -4.502 -0.666 0.177 -3.766 -0.609 0.188 -3.241 -0.694 0.177 -3.930
6 0.047 0.044 1.072 -0.479 0.138 -3.474 -0.511 0.165 -3.089 -0.510 0.159 -3.199 -0.619 0.166 -3.723
9 0.056 0.038 1.496 -0.374 0.122 -3.058 -0.437 0.129 -3.382 -0.487 0.141 -3.458 -0.599 0.162 -3.689

CAPM 12 0.039 0.035 1.120 -0.348 0.098 -3.542 -0.441 0.114 -3.875 -0.509 0.135 -3.768 -0.633 0.155 -4.098
15 0.035 0.032 1.101 -0.386 0.092 -4.189 -0.484 0.112 -4.332 -0.563 0.128 -4.391 -0.696 0.147 -4.747
18 0.021 0.032 0.666 -0.399 0.088 -4.519 -0.489 0.106 -4.619 -0.571 0.122 -4.668 -0.638 0.141 -4.541
21 0.026 0.029 0.891 -0.404 0.083 -4.847 -0.503 0.101 -4.972 -0.553 0.120 -4.622 -0.644 0.134 -4.809
24 0.018 0.027 0.668 -0.392 0.082 -4.765 -0.481 0.099 -4.858 -0.542 0.113 -4.796 -0.625 0.131 -4.758

1 -0.107 0.110 -0.967 -0.859 0.187 -4.605 -1.030 0.212 -4.860 -0.976 0.214 -4.563 0.026 0.030 0.873
3 -0.052 0.066 -0.792 -0.656 0.139 -4.706 -0.722 0.180 -4.022 -0.677 0.189 -3.583 -0.767 0.178 -4.300
6 0.047 0.045 1.039 -0.527 0.140 -3.764 -0.569 0.167 -3.399 -0.578 0.160 -3.616 -0.694 0.168 -4.123
9 0.054 0.039 1.406 -0.424 0.122 -3.466 -0.494 0.130 -3.802 -0.558 0.142 -3.936 -0.663 0.165 -4.009

FF 12 0.040 0.036 1.094 -0.390 0.099 -3.944 -0.488 0.116 -4.219 -0.565 0.137 -4.124 -0.692 0.159 -4.359
15 0.038 0.033 1.143 -0.430 0.093 -4.621 -0.527 0.114 -4.627 -0.618 0.131 -4.712 -0.750 0.151 -4.968
18 0.022 0.033 0.661 -0.437 0.089 -4.894 -0.531 0.108 -4.899 -0.624 0.125 -4.994 -0.687 0.145 -4.752
21 0.026 0.030 0.873 -0.442 0.084 -5.247 -0.547 0.103 -5.312 -0.606 0.122 -4.987 -0.693 0.137 -5.043
24 0.013 0.028 0.482 -0.440 0.082 -5.352 -0.528 0.100 -5.271 -0.598 0.114 -5.228 -0.680 0.134 -5.061

1 -0.111 0.121 -0.92 -1.006 0.2024 -4.973 -1.059 0.232 -4.575 -1.031 0.238 -4.339 0.0235 0.032 0.73
3 -0.068 0.072 -0.95 -0.725 0.1529 -4.738 -0.687 0.2 -3.442 -0.702 0.212 -3.304 -0.741 0.198 -3.748
6 0.0213 0.049 0.434 -0.494 0.1551 -3.184 -0.545 0.188 -2.894 -0.557 0.179 -3.117 -0.683 0.182 -3.748
9 0.0594 0.043 1.394 -0.42 0.1381 -3.043 -0.474 0.145 -3.267 -0.544 0.155 -3.513 -0.702 0.176 -3.99

Carhart 12 0.0339 0.04 0.852 -0.39 0.1094 -3.561 -0.475 0.126 -3.774 -0.588 0.147 -3.999 -0.741 0.167 -4.434
15 0.0316 0.036 0.879 -0.429 0.1009 -4.254 -0.547 0.122 -4.477 -0.644 0.14 -4.6 -0.81 0.16 -5.075
18 0.0223 0.035 0.636 -0.454 0.0965 -4.701 -0.542 0.116 -4.656 -0.644 0.135 -4.777 -0.731 0.157 -4.671
21 0.0235 0.032 0.73 -0.43 0.0916 -4.695 -0.534 0.112 -4.772 -0.601 0.134 -4.475 -0.712 0.15 -4.759
24 0.0085 0.03 0.284 -0.398 0.0903 -4.41 -0.498 0.111 -4.493 -0.577 0.127 -4.547 -0.675 0.146 -4.611

Panel B: Small Firms

Ranking Period

One Month Three Months Six Months Nine Months Twelve Months

Panel A: Large Firms


