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Data 
• Data collected was based on companies 

releasing earnings reports within the month of 
February 2012, specifically the time frame of 
January 31st through February 15th. Data 
collected for these stocks were obtained from 
Zacks Investment Management.  

• Data for each sock include report time, 
estimated EPS, and actual reported EPS. 

• Market capitalization levels for each stock was 
obtained through the Compustat – Center for 
Research in Security Prices databases. 

• Stocks were categorized on the basis of market 
capitalization (small, medium, and large-cap) 
which is their number of shares issues 
multiplied by the value of each share. Large-
Cap is for market capitalization of $10 billion or 
more, Mid-Cap is for firms with size between 
$1 billion and $10 billion, and Small-Cap is for 
firms with less than $1 billion size. 

• Intraday prices were obtained from the TAQ 
database. 

• Data sets were then analyzed using STATA. 

Abstract 
 

• Over the past decade, computerized 
trading within stock exchanges through 
Electronic Communication Networks has 
exploded, with 97% of trades now 
submitted electronically.  

• Computerized algorithms help firms 
retrieve and analyze market data and 
initiate trades strategically.  

• High frequency trading (HFT), a trading 
style  of algorithmic trading based on 
volume and split second timing, has 
emerged as a massive market force in 
this new trading landscape.  

 

High Frequency Trading’s Growing 
Market Effects 

• Using the fastest servers, HFT firms hold 
positions for mere milliseconds making 
fractions of a penny on each holding.   

• In 2011, HFT comprised 2 percent of all 
trading firms, but accounted for 70 
percent of trading by volume.  

• Their high activity gives them enough 
power to skew stock prices from their 
natural value. However, as sources of 
electronic trades cannot be observed, 
HFT levels of activity and price 
manipulation are difficult to decipher. 

• Recent studies have shown proxies to 
identify HFT market manipulation and 
impact on the stock market as an 
accurate way to estimate HFT activity 
levels within exchange markets.  
 

Methodology 
Levels of activity in which HFTs affect prices will 
be found through a proxy illustrates the presence 
of HFT through end-of-day price dislocation.  

Findings 
 

 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 

 
 

 
 
 

 
 
 

ΔEODi represents the change in 
the price in the last 15 minutes of 
trading. Using the previous 30 day 
average, ∆EODi , dislocation can 
be observed if the day of an 
earnings release has differences of 
3 standard deviations or more 
from the 30 past days, it will be 
classified as price dislocation. 


