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Abstract

The focus of this paper is whether insider trading has important impact on the future
return of the stock market, and how much effect this paper can predict. Based on the
China stock market data from 2006 to 2014, this paper first uses the aggregate net
number of insider trading to design models in different periods. But most importantly,
this paper designs a new index named aggregate net market value of insider trading to
construct models, forecasting the future stock return. Different from the pure
consideration of the number of transactions, the market prices and trading
volumes are considered in the new index, and give more market information. The
research can forecast future return’s volatility more accurately. In the linear model, the
research considers four different periods for the different index. It uses the insider
trading data of past 1 month, 3 months, 6 months and 1 year to forecast the future 1
month, 3 months, 6 months and 1 year market return. The optimal model in all the
results is using the aggregate net market value of insider trading in past 3 months to
predict the future market return in one year, and it can predict up to 67% the volatility
of stock returns, the highest percentage ever reached in the past literature. For the
model extension, firstly, the paper extend the single index model to dual index model,
the dual model works no better than the singe index one but more complex; Secondly,
the paper predict the small and medium-sized board and the growth enterprise board
as the extension of the main stock market, the optimal model of the small and
medium-sized board is using the aggregate net market value of insider trading in
past 6 months to predict the future market return in one year, and it can predict up to
47.9% the volatility of stock returns; the optimal model of growth enterprise board is
using the aggregate net number of insider trading in past 12 months to predict the
future market return in one year, and it can predict up to 37.5% the volatility of stock

returns, both lower than the percentage of the main market.

Key words: insider trading; aggregate net number; aggregate net market value
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FENEBNAZ G i Bdle AT T, ASCRA T Ot 2 8 B AZ 55 Al LA
SR e ) (Seyhun,1992) [, B et 1 AEH E 13 A RS S 3K
O (ANT) X F840 RS SCEBEE MWL, ASCRA T E g 10 5o
B, I IR EHARN DT IR, ASCHIEST 7 a3 NN 5 i3 e
TR (APS), FErAIH T EBEE iz AE5 2, Lk Seyhun S5 8B & 211
WAfER, W& Mg 5 &, BRI e 3

3.1 ARBAXZZHRE
A, WAL GBIE IR G T ATH AR EE, KH. Mg ®
NG FER AR F A Z S B DL R, W AR 0, At I IRECNT,,,
HFBTE -
NT;e =YY 1 Hjie (3-1)
Horr, N AR — AR FE S — 3 0 NSE 5 B ISR SE N, WH, ;e A
Ly QRSEM By, W Hype N-1o FEAG t, FTH ARG KECNANT,,
RiILTEAN:
ANT, = X NT;, (3-2)
Horb, KARERIAAFEGE, B2 5 508 ANT N385 5 E NT FEAT,
B RAEE A EEE, WA 5 ANT a8 s 3-1 s
TEANT B IR F 508 v, 48 58 5 % B P48 -160. 1, RERH
P9 N S Y I ZE B K200 160, [RIINHIRSh ROARHEZE Ay 232. 1813; i KA A
185, MR ENBERIRHCN 185, H/IMEN-1072, U2 5L R B
1072, T H., BEETIHERS, 285 R BUBEIEIN, WSS MBS R, X
5PN G AN BER R, WEBUFIEREIHTECRR ARV S 15N
NGy EE2Z ], Wit 2006 SEFFHRIRTLAE, NN SAL 5 3 IRBUZR BUN L
fd, {H2H 2010 FFi2, WA S U EMEIRK, Lo EERIZHEk: [
I, 7E 0 fH LA BB EUN, SRR SEAT NN T BT N, 2T R LR
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