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Institutional Investor
Distraction and the
Profitability of Opportunistic
Insider Trading
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Hypotheses Development: H2 ,,m,,.,mg! P
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= H2: The positive relation between institutional
shareholder distraction and insider trading
profitability will be strengthened for firms with
weak corporate governance mechanisms.

Note: We use CEO duality and E-index as a measure of
corporate governance mechanism.
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Variable definition
INSIDER_OPP,, =opportunistic insider trading profitability for firm 7 in year 1.

firm size calculated as the log value of total assets for firm i in

MB = the market value of equity divided by the book value of ~ equity for
firm 7 in year ¢,

LEVERAGE, , = the total liabilities divided by total assets for firm i in
yeart.

ROA = net income divided by lagged total assets for firm iin year t.

LOSS;, = 1if ROA; , for firm i in year ¢-1 is less than 0, 0 otherwise.

FCF ; = the free cash flow scaled by beginning total assets for firm i in
yeart.

ZERORETURN; = the number of days with zero trading volume divided
by the number of trading days in a year for firm i in year t.

BIGN,, =1 if firm i employs a Big-N auditor, 0 otherwise.

ISH; .= the percentage of institutional ownership for firm 7 in year ¢.
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