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Measuring and Applying the Information Asymmetry of

Taiwanes Firms

Abstract:

In order to reduce market noise and consider environmental risks of Probability of
Information-Based Trading (PIN). We refer to the statement of Easley, Aslan, Hvidkjacer
and O’Hara (2008) and present Proxy of PIN (PPIN) based on Taiwan capital market.
Considering audit quality, firm performance, firm characteristics and financial position,
and stockholder structure and market indicators, Proxy of PIN (PPIN) is able to filter
market noise, considers the complete information risk of firm. By PPIN, investors and
creditors are able to identify firm characteristics with higher information risk, lower
investment and credit risk and lower capital costs. Therefore, we measure PPIN of Taiwan
firms to verify and support the statement of Easley et al. (2008) and confirm the suitability
of PPIN in Taiwan capital market. Furthermore, we present the application of PPIN on
asset price model and conservatism accounting model and confirm that PPIN is better to
understand the situation of business asymmetric information than PIN is.

Keywords: Information Asymmetry, Probability of Information-Based Trading (PIN),
Asset pricing, Conservatism Accounting
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B 1PINSFT RS 485 1Bigh=l 5w+ 3 FFE2TA 1% 0 F 2 5 0 AbsAcc=#% /-1 i3 ¥k ; ROA=#t
T /N\;i Tobin= (Jg HORTD EHEFRDRGE E+E A B RF A ZScore=gk A 4p #ic ; Age= =
S e LSIZE= A nid A H RS EBp AR BM=( A B L E — B A E e oL
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%ﬁéﬁ%éﬁ%’»%@épfﬁéﬁﬁ%ﬁﬁu~¢¥’gA“7fﬁﬁq
A% (Stein, 1992) - % @22 PIN SR E fApM > 2 7 B0 D ELIEA&% 2 ¢
o RIBOTHARS TR GARF o

11



44 AP M et (N=9,449)

Instit-
PIN Big4 AbsAcc ROA Tobin Zscore Age LSIZE BM Lev Growth  utionH InsiderH  TURN STD RET
PIN -0.148 0.114 -0.297 -0.129 -0.168 -0.167 -0.643 0.129 0.133 -0.155 -0.254 0.238 -0.547 -0.008 -0.097
(0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.440)  (0.000)
Big4 -0.135 -0.059 0.116 0.089 0.122 -0.104 0.169 -0.086 -0.086 0.021 0.146 0.026 0.069 -0.033 0.019
(0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.045) (0.000) (0.012) (0.000)  (0.002)  (0.068)
AbsAcc 0.082 -0.042 -0.167 0.031 -0.009 -0.154 -0.108 -0.078 0.146 0.116 -0.025 -0.010 0.040 0.140 0.018
(0.000)  (0.000) (0.000) (0.002) (0.373) (0.000) (0.000) (0.000) (0.000) (0.000) (0.015) (0.335) (0.000) (0.000)  (0.083)
ROA -0.270 0.118 -0.039 0.353 0.549 -0.088 0.435 -0.333 -0.349 0.332 0.260 0.112 0.146 -0.299 0.202
(0.000) (0.000)  (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000)  (0.000)
Tobin -0.214 0.092 -0.029 0.422 0.635 -0.138 0.409 -0.565 -0.253 0.154 0.317 0.031 0.216 0.017 0.352
(0.000) (0.000) (0.005)  (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.002) (0.000) (0.102)  (0.000)
Zscore -0.183 0.146 0.002 0.714 0.408 -0.244 0.295 -0.413 -0.623 0.129 0.216 0.067 0.175 -0.134 0.232
(0.000) (0.000) (0.816) (0.000)  (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000)
Age -0.204 -0.122 -0.168 -0.172 -0.139 -0.337 0.223 0.231 0.107 -0.020 0.065 -0.151 -0.078 0.020 -0.060
(0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.058) (0.000) (0.000) (0.000) (0.047)  (0.000)
LSIZE -0.711 0.155 -0.101 0.456 0.457 0.337 0.217 -0.373 -0.148 0.210 0.531 -0.076 0.256 -0.178 0.202
(0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000)  (0.000)  (0.000)
BM 0.180 -0.089 -0.103 -0.514 -0.816 -0.570 0.313 -0.416 0.136 -0.169 -0.253 -0.105 -0.237 0.157 -0.363
(0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000)  (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000)  (0.000)
Lev 0.063 -0.072 0.105 -0.333 -0.210 -0.642 0.118 -0.115 0.124 0.039 -0.075 -0.071 -0.073 0.171 -0.083
(0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000)  (0.000) (0.000) (0.000) (0.000) (0.000) (0.000)  (0.000)
Growth -0.215 0.043 0.042 0.404 0.183 0.209 -0.013 0.255 -0.226 0.050 0.129 0.005 0.165 -0.071 0.105
(0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.204) (0.000) (0.000)  (0.000) (0.000) (0.604) (0.000) (0.000)  (0.000)
InstitutionH  -0.432 0.184 -0.037 0.340 0.338 0.283 0.061 0.615 -0.333 -0.086 0.184 0.000 0.054 -0.110 0.087
(0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.967)  (0.000) (0.000)  (0.000)
InsiderH 0.244 0.022 -0.012 0.122 0.035 0.128 -0.159 -0.117 -0.072 -0.083 0.019 -0.089 -0.286 -0.138 -0.010
(0.000) (0.029) (0.259) (0.000) (0.001) (0.000) (0.000)  (0.000) (0.000) (0.000) (0.064)  (0.000) (0.000) (0.000) (0.351)
TURN -0.673 0.090 0.042 0.176 0.209 0.191 -0.086 0.350 -0.251 -0.048 0.197 0.212 -0.309 0.315 0.244
(0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000)  (0.000) (0.000)  (0.000)
STD -0.010 -0.037 0.135 -0.345 -0.036 -0.281 0.014 -0.195 0.097 0.158 -0.106 -0.119 -0.172 0.330 0.084
(0.343) (0.000) (0.000) (0.000) (0.001) (0.000) (0.174) (0.000)  (0.000) (0.000) (0.000) (0.000) (0.000)  (0.000) (0.000)
RET -0.148 0.015 -0.048 0.271 0.395 0.281 -0.008 0.270 -0.441 -0.100 0.140 0.123 0.025 0.203 -0.085

(0.000)  (0.154)  (0.000)  (0.000)  (0.000)  (0.000)  (0.426)  (0.000)  (0.000)  (0.000)  (0.000)  (0.000)  (0.014)  (0.000)  (0.000)

L+ & Gopearson Ap B thdic s =T & I spearman 4p B il FEINPN Lk p-values s PINSF R G HAE ST R H (TR AP S) (Bigd=l Fw g3 FERTAP O F 250
AbsAcc=#% -1 i3t dic s ROA=FLa L i U/5 2 & ; Tobin=(3 i %7 E+iFy ’J,t;ﬁ‘-;%j i f_ﬁ_H% X0 E)RFT A ZScore=&;§a‘§& ; Age= 2 & b B & B LSIZE=#p % i b
WD B A BM=( AR A L — D A BRI E ) R @ n R &5 Lev=§ v Growth=41 [z » & £ 5 | InstitutionH= B 35 8) K = < 2« & 34500
InsiderH = 3 A F Z+538 A kS TURN=2 #2335  STD=p SFpE L8 L ; RET=2 4 5
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25 FRIBFapRLielps i (N=0449)

PIN, = 8, + j,Big4, + 8, AbsAcc, + B,ROA + B,Tobin, + B;ZScore, + S, Age, + B, LSIZE,

+B,BM, + fsLev, + B,,Growth, + f,, InsititutionH, + f,;InsiderH,

2009
+B, TURN, + B, STD, + B, RET, + z Industry, + 3 Yeal; +

2 PIN Model 1 Model 2 Model 3 Model 4
Fi TR P EL % i pE kS piE [k piE ¥ pE

Intercept 1.201  (0.000) 1.261  (0.000) 1.294  (0.000) 1.257  (0.000)
Big4 — -0.013  (0.000) -0.010  (0.000) -0.009  (0.000)
AbsAcc + 0.093  (0.000) 0.069  (0.000) 0.041  (0.005)  0.016  (0.256)
ROA ? -0.094 (0.000) -0.062 (0.000) -0.076 (0.000) -0.070 (0.000)
Tobin ? 0.050 (0.000) 0.043 (0.000) 0.042 (0.000) 0.045 (0.000)
Growth + 0.009  (0.005) 0.004  (0.217)  0.003  (0.297)  0.006  (0.045)
Zscore — -0.002  (0.000) -0.002  (0.000) -0.003  (0.000)
Age — -0.001  (0.000) -0.001  (0.002) -0.001  (0.000) -0.001  (0.000)
LSIZE — -0.059 (0.000) -0.061 (0.000)  -0.061 (0.000) -0.060 (0.000)
BM — -0.020 (0.000)  -0.023 (0.000) -0.024 (0.000)
Lev ? 0.021  (0.002) 0012  (0.079)  0.004  (0.573)
InstitutionH ? 0.046  (0.000) 0.050  (0.000) 0.066  (0.000)  0.055  (0.000)
InsiderH + 0.074 (0.000) 0.062 (0.001) 0.053 (0.000) 0.070 (0.000)
TURN — -0.032 (0.000)  -0.033 (0.000)  -0.032 (0.000) -0.031 (0.000)
STD + 0.043  (0.673) 0.176  (0.089) 0.201  (0.051)  0.986  (0.000)
RET + 0.009  (0.000) 0.008  (0.000)  0.011  (0.000)
kiR ¥ 0.020  (0.085) 0.016  (0.138)
851 % -0.018 (0.012)  -0.013 (0.043)
PHIE -0.003  (0.691) -0.004  (0.588)
Kk 3 4 0.003 (0.530) 0.005 (0.363)
T s -0.035  (0.000) -0.034  (0.000)
TELA -0.022 (0.008) -0.021 (0.010
(M- S AF =S -0.024 (0.000) -0.026 (0.000)
FrEs ) 0.004 (0.752)  -0.001 (0.999)
BA1 % -0.006 (0.601) -0.012 (0.287)
e ¥ -0.023  (0.000) -0.022  (0.000)
1% -0.038 (0.000) -0.040 (0.000)
PRl - 1 0.023 (0.094) 0.025 (0.060)
TH+1E -0.026 (0.000) -0.031 (0.000)
EER B 0.030  (0.000) 0.029  (0.000)
ad ¥ -0.019 (0.011)  -0.022 (0.002)
BT ¥ 0.010 (0.312) 0.007 (0.478)
FER R 0.019 (0.020) 0.018 (0.022)
R 0.086 (0.000) 0.088 (0.000)
Year; include

Adj.R? 0.620 0.634 0.649 0.684

i Model 1 % Easley et al. (2008) B hja@ % Model 2 5 A% 3% hi3# S Model 3 5 #0414 %9 ;
Model 4 % #5412 ¥ %22 & SPIN=FH 2 HACERE (FR LS $#5) 1Bigd 5w £ 2be 4 AbsAcc=#% -1 3 4
ROA=F A 45 ; Tobin= (¥ il 9"1 B RRFE Y S E) [ ;ﬂi ; ZScore-ﬁd;;ia‘gE: ; Age=+ 7 WRE#c;
LSIZE=4p % .3 @P~p R4tdic; BM=#p 25 B 5 Lev=§ F b 5 Growth=4 e = & & ; InstitutionH== + ;& 4 3530
InsiderH=p $% 4 # 3t S TURN="L L35 ; STD=Pp FEFBE L [ RET=3 41" 1 12 7 g5 -

% 5 e Model 3 #2414 % w8 48 o Adj. R2 i 0.649 - j2 98 % dic2 4p B 120 A
k2« 5222 Model 2 4p Fe > B f Bt s e K2 PIN % 5 2 4p B - Model 4 #7412 ¥
w1 > Adj. R2iE 0.684 o 28 % #cenid % 22 Model 3 + &Ap ke » {4 uit s 7
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AORE o R S PARPRE AR S F L ADRE o

[

S FRRE B Rm P (Proxy of PIN, PPIN)

A2 f|* £ 579 Model 32 8> £#7% & PINfeig &> i¥% PPIN &> ¥ ¢ PPIN
FYRL ST ARG TWAG 5 BRI o & 6 5 PIN £ PPIN ehgcit st
vegid o PPIN @5 3 #2128 % » PPIN & =« i& 0.597 -] ** PIN &~ & 0.802 » &7
PPIN E# 5 f¥° -PPINZ PIN 2 T358cp|atgF L 8 - B 15 PPINZ PIN ~ el »
R P 7 L% D PPIN # PIN { 32317 % i 4 fie - # & Easleyetal. (2008) H3fp 5% o
Bl 2 485 B¢ R ¥ 3 > PPIN T35 & & 3025 > 7~ PIN £ 5 %> 2 & PIN
AL A A=A JE o AR PPIN (AT F 2ClF B B3390 Rk enFT b '43%4 0 3 R4e PIN

B RS D B g .

% 6 PIN 2 PPIN 44 3038 (N=9,449)

Rk T o e ) B Q1 L 'S Q3 Bt
PIN 0.317 0.149 0.025 0.204 0.281 0.393 0.802
PPIN 0.317 0.118 0.042 0.236 0.325 0.399 0.597

3 1 PPIN 7= 12 19%27 99%2_ winsorized f&J2 -

2000 2001 2002 2003 2004 2008 2008 2007 2008 2008
yeu

W 2 PIN £ PPIN 4% @)
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~PPIN 2 & #

# 7 % PPIN E1F A2 <% &* - Model 1 v+ Fama and French (1992) = 7]+ it %
s A T F]+ o Modle 2 % % &2 Easley et al. (2008) 4pfe - # 7 PIN % A8 ¥ @% F]5F o

‘“1 W}&

" Hp PIN 4% 3

P MR CEEARE o fde » PIN GBS 0 o PARHE DIRF H DA
g:—% ¥7 Easley et al. (2008) 4pk ¥ it

BBl 2 @ A0 PIN Ap B2 5 o0lE) o

=

penm 3 o LB PPIN i85 F A& 2 5+ prontidic » Tagg /2R 5
cll) %Ej;]i 81298 2B o MTFHEEELE A ZE
TR HBRGTFF o @ PPIN EEF { FenF s 4z
,%Model 3 & Model 2 cha PARHECEED By > TR

E,chdxé 7
1.445 > wwm PIN
ARV :’f\,%’\,,g% oﬂ.hf’]‘ )

P

BT 5

Model 3 z_ %7 & ¥ % >t Model 2 » &7 PPIN & it #*Héf—r* B b M T door
PIN &% 7z 3222 % dﬂzw% kend v/,g _?]; oM 1.0 A2 ZEF PPIN | 'g;;;mgfﬂ

B B R TR E a4 0 & Easleyetal. (2008) 2773 S% AR o

% 7 & Model 4 -
FTAAFPHEA - H* 2%
FSmS ¥ e X=piol L <5 (D

Model 4 ~5+6 z *"‘!Fg_p%bk’

b6 E T mEFME R ERE T (Dvol) bk FlS At 2oen
fé_%?éih;* ’ f’ﬁﬂBrennan etal. (1998) #F = % ﬂfagﬁeﬁ,:? T
EHF LY EREFARE %i&“ﬁmﬁw
odel1~2~3 *R4pl » 2 4 11 A3k

"F%\'

# 7 PIN & PPIN =it 4+ (N=9,034)

(R*"—R, )=a, +a,Beta,_, +a,LSIZE , +a,BM,, +a,RET,, +a,Dvol, , +a,PPIN,
Model 1 Model 2 Model 3 Model 4 Model 5 Model 6
Ml pi  fE pB A piE Ak pE  @dk pi  fE pi
Intercept ~ 0.460 (0.000) -1.028 (0.000) -1.297 (0.000) 0.563 (0.000) -0.938 (0.000) -1.144 (0.000)
Beta 0.117 (0.000) 0.334 (0.000) 0.286 (0.000) 0.116 (0.000) 0.335 (0.000) 0.280 (0.000)
LSIZE ~ -0.044 (0.000) 0016 (0.060) 0.033 (0.003) -0.040 (0.000) 0.020 (0.017) 0.034 (0.002)
BM 0.339 (0.000) 0.357 (0.000) 0.364 (0.000) 0.288 (0.000) 0.305 (0.000) 0312 (0.000)
RET -0.143 (0.000) -0.145 (0.000) -0.143 (0.000)
Dvol -0.061 (0.000) -0.061 (0.000) -0.057 (0.000)
PIN 1298 (0.000) 1310 (0.000)
PPIN 1445 (0.000) 1400 (0.000)
Adj R2 0.098 0.115 0.106 0.114 0.131 0.121

RS UL R G FIF R IR R o dotf Dvol 454 (415) £ 4R A 9034 - (R —Rp) = A B & IER
Beta=# 47 #-h *%& 5 LSIZE=H4~ = 7 Hiic ; BM=# 43 i@t S PIN=#4 T2 2 5  PPIN=H4 T2
PP ARREDOI=HA A E A (St1 82 117 22 /12 7 2% e ) ;RET=1" 3 12 " g R %k o

# 8 2 PPIN* i €3 2 * R SHD F TN HEF VLR E T HY

TApRE o 14 PPIN 17 5 7304 $HL 18 A #icp¥ > PPINXRETXDR & it f 1 i 3

7.483 > ﬁnPINxRETxDR “HcA708 LB BB AAFEE ) LAF LA RE L
#APPINER Y 2L P F AR 5 { g a7 }"1’7&0—1}" Fl=+ o

IE_Rp

15



48 PIN -PPIN 2 ¢ 3 i1 (N=9,449)

NI, = a, + DR, +@,RET, + a,DR, x RET,
+a, X, +ag X, x DR, +agX, x RET, +a, X, x DR, x RET

J J J J
+oz8§cvj +059]Zl:cvj x DR, +0(10]Z;‘CV] x RET, +all;cvj x DR, x RET + ¢,

Basu SR T oo Pl R
Basic X=PIN X=PPIN X=PIN X=PPIN
R kS p i B p i B p & %S piE % ¥ p &

Intercept 0.045 (0.133) 0.383 (0.000) 0523 (0.000) 0.870 (0.000) 1.003  (0.000)
DR 0.206  (0.000) -0.286 (0.018) -0.422 (0.006) -0.832 (0.000) -0.896 (0.000)
RET 0030 (0.271) -0.128  (0.048) -0.186 (0.010) -0.318 (0.001) -0.374  (0.000)
RETx DR 1144 (0.000) -0598  (0.027) -1.474 (0.000) -2.854 (0.000) -3.087  (0.000)
X 1373 (0.000) -1.830 (0.000) -1.224 (0.000) -1.711  (0.000)
Xx DR 1433  (0.000) 1912 (0.000) 0.980 (0.003) 1.336  (0.003)
Xx RET 0480 (0.011) 0.676 (0.003) 0.425 (0.022) 0.638  (0.004)
Xx RETx DR 4708  (0.000) 7.483 (0.000) 2.434 (0.000) 4.022  (0.000)
Lev -1.413  (0.000) -1.429  (0.000)
Levx DR 1530 (0.000) 1.478  (0.000)
Levx RET 0569 (0.000) 0.573  (0.000)
Levx RETx DR 5074 (0.000) 4.504  (0.000)
BM 0096 (0.073) 0121  (0.024)
BMx DR -0.065 (0.402) -0.074  (0.343)
BMxRET -0.051 (0.418) -0.061  (0.333)
BMxRETx DR 0281 (0.026) 0.305 (0.016)
Adj R? 0.017 0.040 0.052 0.084 0.090

: 2424 %% Chi and Wang (2010) 2 B pHFEES B DR REEE § EHPY 3 0pF > DR=1

(&&,ﬂ &) > H @ mT DR=0 (43} ,b) JRET=13 12 7 B4R % 5 PINSF 2 2 85 ; PPIN=F 2 5 8
F N IE g BM= kR EH (@t Lev=g Ft o

C BWAER

ﬁopiﬁmrfpiﬂ%fp MR BN eng EF A HAARR > 2 ¥
B3~ BRI L SIES ST § R £ R LR R T R LR (] A
PPIN) > .»ta,gagw;w&ﬁ (PIN) v 1 is o e B A 37 22 3Ry B > 1
REIFLHVHR B - HRELE DT A HEFR R ATER o

R
|

T

J
\\\Xr
G\t

o

TOMETHERELSBFTATEY » LEFSd e X EFFERTEE R
B AR R (M A )~ 2kt (B Adp i)~ |k nt B

CREC BEED i fE ATR GRS T - 25 0 R
L2 E RGPk e g At (F Tobin® sQ-F FE{E)~B f Fr »
%”‘5 PSR

X

-ﬂ\y \Jfa‘? @ g i:
G fam
Wy 3

i F =
el

»*m}

Ay R RN R EPR(ERFTST  EEY o fEEMRR

T R R R ) EATR B BROT LSS L gd (PPIN) > §

igﬁmi% Mo At L BT F A Fe o 4p et Easley et al. (1996 2002) #r4 I F

E 5 (PIN) %‘5 FR RN E AT EIH G TR GTF RehR B |

;ﬁufﬁvwmgﬁmmm sl 2 A EATR B DPPIN il § g B B R
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L5 FAR'epr» 32 L8480 3 > JEPIN & PPIN &t 25035 4 ¢ > ¥ 3 30 PPIN %
WE e g & m o PIN ket > 202 PIN 22 PPIN - @ @ A 47 > 7 it & 41 PPIN 7
FOARHE LT FRR o AT PIN &> gt § i s fe 0 B 2ARFR R PIN T %
Bgor PPIN sc s L PIN &7 iy 5 7 fem s R F ph e F)4E o

#EFOATE-HJI* PPINELFFTA TR EBEREEIPRER - F A4 TR v
4+ o PPIN Bk ¥ <~ > PIN & > Bgon PPINEF]T &7 L 3 FAk's > 25 {
AR R A A o VO RT ARG HA Y H b & F]F H R RIE DT B PPIN &
AR PIN G > dc e H 6 b Mg BIS D a4 0 BER PPIN 2 5 R0 5 Hjesu s
TR REFRFEEITAERNT A HEER DT ERT L 0 A2 2 PPIN
777 Chi and Wang(2010) s s 3 » & ¥ & 41 { &gfgmfu;igcf o HeT 20 LR
PPIN &2 PIN i » PPIN &2 #c~ " PIN & > &7 PPIN @5 5 § 2 enfzffa 4 o

BHA 2 A2 FEFPPING 8T A7 542 iR Ffenz 4 E(
SEARGTFF o A XL LT AR T T ST AR HAEALRE o T > A2
& 3% Easley et al.(2008) #7i= 4£:7PPIN # Easley et al.(1996)PIN i& { i ¥ % % 5 4f 8
LT EEN 4 EREFEE TP PPIN (75 T2 $HEA LR 1277 {

AR ESITEAY o

$4 2

B EHHP E iz 51099 T A PR HondpE ¢ L FHng e
By H%Eﬁiéﬁ@ °

FEE - MBE I FFE 201 ERFTAHMBETAIHAL: kp 57 T s 2
wEyg o ST Y 0 47(1) > 45-49 -

BT 2007 %kﬁyaﬁ&i”?;z T TGP R Y BRF AN E—
Vs S R TR BT R FARBL P ERE L
LT o
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