Accepted Manuscript

Journal of
BANKING
& FINANCE

Institutional Trading and Asset Pricing

Bart Frijns, Thanh D. Huynh, Alireza Tourani-Rad,
P. Joakim Westerholm

Pl S0378-4266(18)30024-4

DOI: 10.1016/j.jbankfin.2018.01.018 =
Reference: JBF 5294 =
To appear in: Journal of Banking and Finance

Received date: 21 September 2016

Revised date: 12 December 2017

Accepted date: 31 January 2018

Please cite this article as: Bart Frijns, Thanh D. Huynh, Alireza Tourani-Rad, P. Joakim Westerholm,
Institutional Trading and Asset Pricing, Journal of Banking and Finance (2018), doi:
10.1016/j.jbankfin.2018.01.018

This is a PDF file of an unedited manuscript that has been accepted for publication. As a service
to our customers we are providing this early version of the manuscript. The manuscript will undergo
copyediting, typesetting, and review of the resulting proof before it is published in its final form. Please
note that during the production process errors may be discovered which could affect the content, and
all legal disclaimers that apply to the journal pertain.


https://doi.org/10.1016/j.jbankfin.2018.01.018
https://doi.org/10.1016/j.jbankfin.2018.01.018

Institutional Trading and Asset Pricing

Bart Frijns, Thanh D. Huynh, Alireza Tourani-Rad, P. Joakim Westerholm

Abstract

This paper examines whether the trading activity of different investortypesy in-
stitutional versus retail, can affect the relation between beta and ayeérage returns.
We find that the beta-return relation is strong and positive on days with high in-
stitutional trading activity, and negative and significant on low imstitutional trading
days. Our findings are robust and not driven by recently documented effects such
as macroeconomic news and leverage constraints, among others. | The evidence is
consistent with the hypothesis that the preferences and ¢haracteristics of various in-
vestor types, which are revealed through their trading activity, cause the slope of the
Security Market Line to change.
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