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On the Impacts of Information Asymmetry on Shanghai Stock Market’s

Liquidity and Volatility Based on PIN Value
Zhang Pu, Zou Xin

Abstract: PIN value, also known as the probability of informed trading, is an effective index to
measure the level of information asymmetry in the stock market. It refers to the proportion of the
number of informed transactions to the total number of informed and uninformed transactions.
Based on the A-share trading data of Shanghai Stock Exchange from 2015 to 2017, taking
turnover rate and rate of return and volatility as the proxy variables of individual stock’s liquidity
and volatility, by the use of panel data analysis method, it examines the relationship between in-
formed trading probability and stock liquidity and volatility, and studies the impacts of informa-
tion asymmetry on China’s stock market. After controlling some financial indicators, the empirical
results show that the probability of informed trading is significantly negatively correlated with lig-
uidity and significantly positively correlated with volatility, indicating that the increase of the
probability of informed trading will exert negative impacts on the stock market.

Keywords: information asymmetry; informed trading probability; turnover rate; volatility; panel

data regression model
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