

	
	

	









	




	







	









		

		
		

	
	




	
	


	
	



	
	


	
	
	
	
	
	
		
			
			
		

		
		
	

	

	



	
	
	
	

	







	















	Skip to main content












	

	

	
	

	

	
	












			

			





			






	




	


	
	





	








	

	
	
		
		
		
		
		
		
		
		
		
		
		
		
		
	

	
	
		
		
		
	


















	
		
	

	

	
		
	

	







	
		
		
		

		
		
		
		
			
				
				









	
	    












    
    






    
    







    




    






    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    






    
        
    


    
            
            
                
            
            
                
        Add Paper to My Library
        
        

    















	














	
	    







 



	




	







	




































    



			

			
				
				
				
				
				
						
				
				
				
					
						Share:
							
	
	
	


					

					
				
				
				




				
				

    
        
        
        
            

		
		
		
			
				
			
				
			
				
			
		

		
            

		
		
		
			
				
			
		
			
		
			
		
			
				
			
		
			
		

		
            

            
        

        
    

    


    




				
				
					

					
					Permalink

						Using these links will ensure access to this page indefinitely

						
							
							Copy URL
						

						
							
								
								Copy DOI
								

							

						
				

				
			

		


		
			
				
				




	
	
		
	

	
	
		
		
	

	
	

	
	
	
	The Information Content of Short Interest: A Natural Experiment

	
    
        
            
            







    
    










    
    
    
    











			 

        

    
	

	
	
		
		
			43 Pages
		
		

		Posted: 8 Feb 2002
		
		
		
	

	
		
			
			




	See all articles by Tom ArnoldTom Arnold
University of Richmond - E. Claiborne Robins School of Business
Alexander W. Butler
Rice University - Jesse H. Jones Graduate School of Business
Timothy Falcon Crack
University of Otago - Department of Accountancy and Finance
Yan Zhang
State University of New York at Binghamton - School of Management


		

	
	
	
	
	


	
	
		
			[image: Multiple version icon]There are 2 versions of this paper
		
	


	
		
		

		
			
				

				
					

					
						
							
						

						
							
								
									The Information Content of Short Interest: A Natural Experiment

								
							
							
							
								 
							

							
							
								
									Number of pages: 43
								
								
									Posted: 08 Feb 2002
								
								
							

							
							
								
								You are currently viewing this paper
							

							
						

						
							
							Downloads
							  769
							
						

					

					
					

					
						
							
						

						
							
								
									The Information Content of Short Interest: A Natural Experiment
									

								
							
							
							
								
								
									Posted: 19 Jan 2004
								
								
							

							
						

						
							
						

					

					
				

			

		

	

	


	
	
	
	
		
		
	
	
		
			Date Written: January 2002

		
	

	
	
		
		
	

	
	
		
	
	
		Abstract

		An increase in the cost of short selling should increase the bearish information content of short interest announcements by driving relatively uninformed short sellers out of the market (Diamond and Verrecchia, 1987).  We extend the Diamond and Verrecchia model to include short selling against the box and we test the extended model using a natural experiment based around the Tax Payer Relief Act of 1997 (TRA97).  TRA97 made short selling more costly for those shorting against the box. Consistent with the implications of our extended model, this increase in short selling costs strengthened the negative relationship between short interest and subsequent stock performance post-TRA97. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
		
		
			
				
			
		
		Keywords: Sort Interest, Short Sale Against the Box, Tax Payer Relief Act of 1997

	
	

	
    

    
	

	
	
		JEL Classification: G10, G14, H29

	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	



    




	
		Suggested Citation:
		Suggested Citation
	

	
		
			Arnold,  Thomas M. and Butler,  Alexander W. and Crack,  Timothy Falcon and Zhang,  Yan, The Information Content of Short Interest: A Natural Experiment (January 2002).  Available at SSRN: https://ssrn.com/abstract=299393 or http://dx.doi.org/10.2139/ssrn.299393 
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	

	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Thomas M. Arnold (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				University of Richmond - E. Claiborne Robins School of Business  ( email )

			

			
			
				
				
				
					102 UR Drive
University of Richmond, VA  23173
United States
804-287-6399 (Phone)
804-289-8878 (Fax)

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Alexander W. Butler

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				Rice University - Jesse H. Jones Graduate School of Business  ( email )

			

			
			
				
				
				
					MS 531
Houston, TX  77005
United States
713-348-6341 (Phone)

				

				
			

			
				
				
					HOME PAGE: http://www.owlnet.rice.edu/~awbutler/
				

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Timothy Falcon Crack

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				University of Otago - Department of Accountancy and Finance  ( email )

			

			
			
				
				
				
					Dunedin
New Zealand

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Yan Zhang

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				State University of New York at Binghamton - School of Management  ( email )

			

			
			
				
				
				
					P.O. Box 6015
Binghamton, NY  13902-6015
United States
607-777-6195 (Phone)
607-777-4422 (Fax)

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				      769

			

		
		
		
			Abstract Views

			    5,321

		

		
		 
		
			Rank

			   60,037

		

		
	


	
		
            
            	       18 Citations
		

	

	
		
			
				       46 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    S&P Global Market Intelligence Research Paper Series

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                S&P Global Market Intelligence Research Paper Series

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            2,566

                                    

                                    
                                        PAPERS

                                           40,671

                                    

                                

                                
                            

                        

                    

                
	
                    Capital Markets: Market Microstructure eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Capital Markets: Market Microstructure eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            2,415

                                    

                                    
                                        PAPERS

                                            7,993

                                    

                                

                                
                            

                        

                    

                


            

            
                
                

                	
                    Political Methods: Experiments & Experimental Design eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Political Methods: Experiments & Experimental Design eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              318

                                    

                                    
                                        PAPERS

                                            2,889

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        James N. Druckman at University of Rochester - Department of Political Science

                                    

                                
                            

                        

                    

                



                
            

            
        
        
        
                 
        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        Eighths, Sixteenths and Market Depth: Changes in Tick Size and Liquidity Provision on the Nyse

                        
                            By
                                
                                
                                    
                                    Michael A. Goldstein
                                     and 
                                
                                    
                                    Kenneth A. Kavajecz
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Sixteenths: Direct Evidence on Institutional Execution Costs

                        
                            By
                                
                                
                                    
                                    Charles M. Jones
                                     and 
                                
                                    
                                    Marc L. Lipson
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Trade Execution Costs on NASDAQ and the NYSE: A Post-Reform Comparison

                        
                            By
                                
                                
                                    
                                    Hendrik Bessembinder
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            The Impact of Decimalization on Market Quality: An Empirical Investigation of the Toronto Stock Exchange

                            
                                By
                                    
                                    
                                        
                                        Jeffrey Michael Bacidore
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Institutional Trading and Soft Dollars

                            
                                By
                                    
                                    
                                        
                                        Jennifer S. Conrad, 
                                        
                                    
                                        
                                        Kevin M. Johnson, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Automated Versus Floor Trading: An Analysis of Execution Costs on the Paris and New York Exchanges

                            
                                By
                                    
                                    
                                        
                                        Kumar Venkataraman
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Liquidity Beyond the Inside Spread: Measuring and Using Information in the Limit Order Book

                            
                                By
                                    
                                    
                                        
                                        Paul J. Irvine, 
                                        
                                    
                                        
                                        George J. Benston, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Execution Costs of Institutional Equity Orders

                            
                                By
                                    
                                    
                                        
                                        Charles M. Jones
                                         and 
                                    
                                        
                                        Marc L. Lipson
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Breaking the Eighth: Sixteenths on the New York Stock Exchange

                            
                                By
                                    
                                    
                                        
                                        Jeffrey P. Ricker
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Quotation Behavior of Ecns and NASDAQ Market Makers

                            
                                By
                                    
                                    
                                        
                                        Yusif Simaan, 
                                        
                                    
                                        
                                        Daniel G. Weaver, ...
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
	
		
			
				
			
			
		
	
		
	
		
	
		
	
		
			
				
			
			
		
	
		
	
		
	
		
			
				
			
			
		
	
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l100 in   0.109 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	
