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INTRODUCTION

Easley, Kiefer and O’Hara (1997) select Ashland Oil company stock for their
analysis on informed trading. The authors state that the purpose in focusing on
this stock is its frequent trading that would lead to high-quality results. The 1990
dataset utilized for this stock involves 41 trades on an average day.

Today, an average stock in developed markets is traded tens of thousands of
times on a day. While number of trades increased by thousand-fold or more;
the change in trading purposes, trading environment, market participants and
trading ways have been even more essential and influential. Current financial
markets are characterized by ultra-fast trading which means not only “trading
ultra-fast”, but also a relatively new trading type in markets, that is high-frequency
trading (HFT).4

Harris (2003) elaborately categorizes market agents into three: profit-oriented
traders, utility-oriented traders (traders with motives other than trading profits)
and inefficient traders; and describes the trading environment as a zero-sum
game where utility traders — and inefficient traders - lose and profit-motivated
traders win on average. High-frequency traders (HFTs) are the new type of
traders, or the upgraded form of traditional profit-motivated traders. Thus,
today, the comparative advantages of profit-motivated traders are much more
pronounced with the speed boost occurred. One essential difference between the
profit-motivated traders described in Harris (2003) or the traders back in 1990 in
Easley, Kiefer and O’Hara (1997) and current HFTs is that the new traders are not
human traders, but computers running algorithms live.
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We perform various robustness checks such as running a model without the
control variables or running the main model with alternative HFT definitions and
alternative EPM calculation, reaching to qualitative same results.

Further studies may concentrate on the consequences of changing HFT
activity through EPMs. Recovery from the extreme events can be examined with
respect to the role of altered HFT activity. HFT activity and role in the intraday
crashes such as the major event of 2010 Flash crash are studied in the literature
(e.g., Kirilenko et al., 2017). However, the link between extreme price movements
and crashes with an emphasis on HFT activity can be inquired more elaborately.
When do the negative extreme price movements turns into flash crashes and the
role of HFTs in this link can be explored more.
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