
Home   All Journals   Economics, Finance & Business   Quantitative Finance   List of Issues

 Volume 18, Issue 5   Ultra-high-frequency lead–lag relationsh ....

Volume 18, 2018 - Issue 5: The 23rd Forecasting Financial Markets Conference

Quantitative Finance 

674

Views 

9

CrossRef citations to date 

5

Altmetric

Special Issue Papers

Ultra-high-frequency lead–lag relationship

and information arrival
,Thong Minh Dao   &Frank McGroarty Andrew Urquhart

Pages 725-735 | Received 15 Nov 2016, Accepted 05 Dec 2017, Published online: 23 Jan 2018

 Cite this article   https://doi.org/10.1080/14697688.2017.1414484  

     

 

 Full Article  Figures & data   References  Citations   Metrics

  Reprints & Permissions  Read this article  Share

Abstract

To our knowledge, this paper is the first study on the effect of information arrival on the

lead–lag relationship amongst related spot instruments. Based on a large data-set of

ultra-high-frequency transaction prices time-stamped to the millisecond of the S&P500

index and its two most liquid tracking ETFs, we find that their lead–lag relationship is

affected by the rate of information arrival whose proxy is the unexpected trading

volume of these instruments. Specifically, when information arrives, the leadership of

the leading instrument may strengthen or weaken depending on whether the leading or

lagging instrument responds to that information. An increase in the unexpected volume

of the leader strengthens its leadership whereas an increase in the unexpected volume

of the lagger weakens this leadership. In addition to the strength of leadership, an

increase in the unexpected volume in response to information arrival may also have

opposite effects on the lead–lag correlation coefficient depending on whether that

volume increase belongs to the leader or the lagger. Finally, we find that sophisticated



 

We Care About Your Privacy

We and our 902 partners store and access personal data,

like browsing data or unique identifiers, on your device.

Selecting I Accept enables tracking technologies to support

the purposes shown under we and our partners process data

to provide. Selecting Reject All or withdrawing your consent

will disable them. If trackers are disabled, some content and

ads you see may not be as relevant to you. You can

resurface this menu to change your choices or withdraw

consent at any time by clicking the Show Purposes link on

the bottom of the webpage .Your choices will have effect

within our Website. For more details, refer to our Privacy

Policy. Here

We and our partners process data to provide:

Use precise geolocation data. Actively scan device

h t i ti f id tifi ti St d/

I Accept

Reject All

Show Purpose

https://www.tandfonline.com/
https://www.tandfonline.com/action/showPublications?pubType=journal
https://www.tandfonline.com/subjects/economics-finance-business-industry
https://www.tandfonline.com/rquf20
https://www.tandfonline.com/loi/rquf20
https://www.tandfonline.com/toc/rquf20/18/5
https://www.tandfonline.com/toc/rquf20/18/5
https://www.tandfonline.com/toc/rquf20/18/5
https://www.tandfonline.com/journals/rquf20
https://www.tandfonline.com/author/Dao%2C+Thong+Minh
http://orcid.org/0000-0003-2962-0927
https://www.tandfonline.com/author/McGroarty%2C+Frank
https://www.tandfonline.com/author/Urquhart%2C+Andrew
https://doi.org/10.1080/14697688.2017.1414484
https://www.tandfonline.com/action/clickThrough?id=5931&url=%2Fr%2Fsubjectsample-efbi&loc=%2Fdoi%2Fabs%2F10.1080%2F14697688.2017.1414484&pubId=52029520&placeholderId=1074&productId=3092
https://www.tandfonline.com/doi/full/10.1080/14697688.2017.1414484?scroll=top&needAccess=true
https://www.tandfonline.com/doi/figure/10.1080/14697688.2017.1414484?scroll=top&needAccess=true
https://www.tandfonline.com/doi/ref/10.1080/14697688.2017.1414484?scroll=top
https://www.tandfonline.com/doi/citedby/10.1080/14697688.2017.1414484?scroll=top&needAccess=true
https://www.tandfonline.com/doi/metrics/10.1080/14697688.2017.1414484?scroll=top
https://www.tandfonline.com/doi/permissions/10.1080/14697688.2017.1414484?scroll=top
https://www.tandfonline.com/doi/abs/10.1080/14697688.2017.1414484
https://www.addtoany.com/share#url=https%3A%2F%2Fwww.tandfonline.com%2Fdoi%2Fabs%2F10.1080%2F14697688.2017.1414484&title=Ultra-high-frequency%20lead%E2%80%93lag%20relationship%20and%20information%20arrival%3A%20Quantitative%20Finance%3A%20Vol%2018%2C%20No%205
https://www.tandfonline.com/
https://www.tandfonline.com/action/showCart?FlowID=1
https://www.informa.com/privacy-policy/


investors have a more significant effect on the lead–lag relationship than non-

sophisticated ones.
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Notes

 In addition to the 25% threshold, we have used alternative cut-off points (i.e. 5, 15, 35

and 45%) and still got the same results.
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