

A Trade-Based Analysis of Momentum
You only need to read to Section 2.2.

Questions

1. How trade imbalance is defined? 

2. What you can observe from Figure 1?

3. What you can observe from Figure 2?

4. What you can observe from Figure 3?

5. In conclusion, the author wrote: While the results are consistent with an explanation of momentum based on the behavior of a set of investors whom we might suspect most susceptible to behavioral biases, the results do not unambiguously support any of the extant theoretical models, which do not assign any particular role to small or individual investors. It is the hope that the current results can be of help in directing future theoretical research. (Hvidkjaer, 2006, p. 488)  How does our information theory explain the observed trading patterns of large and small investors? 
