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Insider Investment Horizon 
Strategy
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Insider Theory

4Source: Akbas, Ferhat, et al. “Insider Investment Horizon.” The Journal of Finance, LXXV, no. 3, June 2020. 

Note: The graph depicts insider trading activity of an anonymous short horizon insider 
(Mr. A).



Insider Investment Horizon
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Insider Horizon = Based on trade pattern consistency

Short-Horizon → frequent switchers → more likely informed

● -0.3 < Net Order Flow < 0.3
Long-Horizon → consistent buyers/sellers → often routine

● Net Order Flow < -0.8 or Net Order Flow > 0.8

Categorized using Net Order Flow over prior 12 months:



Investment Horizon Findings

★ Short Horizon insiders perform better than typical long horizon insiders.

○ SH purchases returned 2.44% in the following month (outperformed LH purchases by 0.81%)

★ Long Horizon insiders who execute unexpected trades perform better than short horizon insiders.

○ LH unexpected purchases returned 4.10% in the following month (outperformed SH purchases 

by 1.66%)

6Source: Akbas, Ferhat, et al. “Insider Investment Horizon.” The Journal of Finance, LXXV, no. 3, June 2020. 



Trade Categorization

Routine Trades are classified as insider trades executed in the same month for 

the previous three years.

Opportunistic Trades are classified as insider trades that do not follow 

consistent calendar trading patterns (not traded in the same month for the 

previous three years).
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Source: COHEN  LAUREN  et al  “Decoding Inside Information ” The Journal of Finance  LXVII  no  3  2012  



Strategy Implementation
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Strategy Plan
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1. Filter investable universe.

2. Collect historical insider data.

3. Categorize SH and LH insiders.

4. Develop an automated SEC scraping program.

5. Distinguish routine vs. opportunistic trades.

6. Generate a daily .csv of insider trades.



Investment Universe

Investment Policy 
Constraints

Categoriz
e

Insider 
Horizon

Exclude REITS 
and Utilities

Russell 3000

1658 Securities
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Classify Trade



Insider Categorization
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★ Short Horizon insiders have net order 
flows between -0.30 and 0.30.

★ Long Horizon insiders have net order 
flows less than -0.80 or greater than 
0.80.

-0.3 0
0.3 0.8-0.8

LH SH LHMH MH

BuySell



Daily Trading Process
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Run SEC 
scraper

Import data Analysts check for SH or LH, 
opportunistic trades Investible

Analysts check for 
negative news 

coverage

Trade 
request sent 
to traders

Passes 
News 
Check



Historic Growth in Our Portfolio
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Insider Purchases vs Sales
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Spring Semester Process Update
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Updated:
- Long horizon: Net Order Flow < -0.7 or Net Order Flow > 0.7
- Trading years from 5 to 3

-0.3 0
0.3 0.7-0.7

LH SH LHMH MH

BuySell



Performance + Attribution
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Performance vs Benchmark
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Attribution
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Portfolio Style and Return Heatmap
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As of April 30th



Conclusion

What we learned:
• Theoretic vs Live Portfolio Execution

• Backtested quantitative portfolio processes may not perform as 

expected in all market conditions.

What we observed:
• Insiders purchases and sales volume may correlate with market 

performance.
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Questions?
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Appendix
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Portfolio Asset Allocation
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Initial Column Sorting
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SEC Scraper
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SEC Column Sorting
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Insider Horizon Categorization
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Additional Functions/Tools
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Tools Used: Jupyter Notebook, Python, Pandas df, Microsoft Excel, SEC EDGAR Database
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Agenda

1. Investment Thesis Review

2. Portfolio Performance

3. Lessons Learned
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Investment Thesis 
Review
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Post-Earnings Announcement Drift (PEAD)

Earnings 
Announcement

Positive Earnings 
Surprise

Stock Price 
Increases

• Investors fail to price in 
earnings surprises 
immediately 
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PEAD.txt

Earnings 
Announcement

Positive Textual
Surprise Stock Price 

Increases

• Measures unexpected 
information from EC 
transcripts

• PEAD.txt is consistently 
larger than PEAD
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Academic Paper

Meursault, V., Liang, P. J., Routledge, B. R., & Scanlon, 
M. M. (2022). PEAD.txt: Post-earnings-announcement 
drift using text. Journal of Financial and Quantitative 

Analysis, 58(6), 2299–2326. 
https://doi.org/10.1017/s0022109022001181 



Earnings Call Transcript Processing

2. Loads trained 
model and 
vectorizer

1. Input 
earnings call 
transcripts

3. Analyzer 
performs 
sentiment 

analysis on key 
features

4. Model outputs 
PEAD.txt 

score and assigns 
a Quintile 1-5
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PEAD vs PEAD.txt vs PEAD.mix
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Trading Process 
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2977 active R3000 
stocks at time of 

universe creation

(212) lost to Utilities 
and REITs restriction

(558) lost to Market 
Cap Restriction

(228) lost to Price 
restriction

(438) lost to lack 
of forecasts

1541 available 
R3000 securities + 

56 ADRs

Investable Universe
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Gantt Chart – Seasonality of Earnings Reports
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Month November December January February March April Total

Information Technology 21 27 44 161 34 93 380

Communication Services 4 3 9 46 1 26 89

Consumer Discretionary 11 6 35 121 38 92 303

Consumer Staples 6 3 10 48 17 35 119

Financials 24 19 197 111 6 261 618

Health Care 21 11 25 190 23 109 379

Energy 5 4 13 67 4 42 135

Industrials 12 15 77 170 20 170 464

Real Estate 0 2 1 8 0 6 17

Materials 4 7 21 41 4 49 126

Total Earnings Calls 108 97 432 963 147 883 2630



Model Output

Q1 Q2 Q3 Q4 Q5
0% 0% 0% 1% 1.5%

Percent of Portfolio Value by 
Quintile
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Portfolio Performance 
and Attribution
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The Impact of Tariffs
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Contd.
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Trading: Problems and Solutions
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Problems:

Seasonality of 
Earnings Calls

Sector 
Constraints

Solutions:

Allocation Drift 
Towards Small-Cap 

Stocks

Assess valuation metrics 
for holdings and 

potential buys

Withhold purchases in 
certain sector, purchase 

the Russell 3000 if needed

Manipulate holding 
lengths, sell directly into 

new securities



Allocation
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Portfolio Valuation Styles
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* Morningstar valuation style returns from the 
past 3 months, updated on 4/17.



Portfolio Performance 
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• Portfolio return compared to the benchmark (IWV) from initial seeding date on 11/21 to 5/1.



PEAD Strategy Last Year
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PEAD.txt Simulation for Last Year
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Portfolio Attribution

20



Investment Outcomes and Events
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 Cracker Barrel (CRBL)
- Consumer Discretionary

 Urban Outfitters (URBN) 
- Consumer Discretionary

 BJ's Wholesale (BJ) -
Consumer Staples

 ANI Pharmaceuticals 
(ANIP) - Health Care

The Good The Bad

 Robinhood (HOOD) -
Financials

 V.F. Corporation 
(VFC) – Consumer 
Discretionary

 C3 AI (AI) – Information 
Technology

 Atlassian Corp. (TEAM) –
Information Technology 

Idiosyncratic Events

 Carnival Corporation 
(CCL) - Consumer 
Discretionary: 
Negative Company 
News

 The AZEK Company 
(AZEK) – Industrials : 
M&A Event



Cracker Barrel – PEAD.txt at its Finest

24

Q4, earnings 
surprise of 
13%

27% 
overall 
increase



V.F. Corp (VFC) – Poor Retail Sentiment and 
Tariffs
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Q5, earnings 
surprise of 
82%

58% 
overall 
decrease

WMT issues  
conservative 
2025 
guidance, 
many others 
follow suit



Carnival Corp. (CCL) - Bad News 
Nullifies PEAD
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U.S. Commerce 
Secretary 
announces 
cruise liners will 
have to pay U.S 
taxes, resulting 
in a 6% drop-off.

Q4, earnings 
surprise of 
75%

17% 
overall 
decrease

In the case of firms with 
actively traded stock 
options, investors 
overreact to future 
announcements, leading 
to a subsequent reversal, 
or negative PEAD 
(Milian, 2015). 



Lessons Learned
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1. Sometimes 
investment 
strategies back 
you into a 
corner…  
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2. In portfolio 
management, 
constraints can 
help or hurt.

29

Q4, earnings 
surprise of 29%
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3. Understanding 
your limitations is 
crucial.

• 3/27/2025: Lululemon Athletica (LULU) 
announces an EPS surprise of 4.96%, and a 
positive revenue surprise.

• Model rates LULU’s transcript a Q5, noting 
adjusted margin increases as well as a positive 
Q&A discussion regarding LULU’s cost base 
flexibility.

• Shares tumble after-hours nearly 19% due to 
retail pessimism.
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Takeaways For The Future

31



Questions?

32



Appendix
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Model Dataset  

135 Total Stocks Included 
8 Quarters of Historical Return Data and Earnings Calls

COST
JMP

AAPL
AMZN

PLXS
ASB

NMRK
PBH

SPFI
NTGR
MATW
CRSR

DAVA
IMCR
TME

BABA

LARGE MID SMALL ADR

COST
JPM

AAPL
AMZN
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Example Output
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Output Cotd.
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Ex: Cracker Barrel (CBRL), 12/04/24



Model: Problems and Solutions

ISSUES SOLUTIONS

Pattern Recognition
• Features list included 

nonsensical words/patterns

Miscellaneous Errors
• Model complexity 

contributed to issues 
identifying coding errors

Model Runtime
• Initial versions were 

hardware and software 
intensive

Implement Filters
• Filter out obstructive 

words and maintain 
pattern recognition

Log/Track Progress
• Model logs errors and 

track progress as it 
runs

Preprocessing
• Transcripts are 

processed and 
saved in a cache

37
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Earnings Call Text 
Surprise and Cumulative 
Abnormal Returns 
Regression

• Note the size coefficient, which is negative.

38



Sentiment Analysis

• Tokens above 0 are 
associated with high 
returns, and vice versa.

3939



Multinomial Logistic Regression

Where:
is the earnings call day 

return split into categories 
H (High): large positive 
abnormal returns
F (Flat): 33% of observations 
closest to zero
L (Low): Large negative 
abnormal returns

is the intercept

is the vector of 
regression coefficients

4040



Investable Universe

No 
REITs

No 
Utilities

>500mm 
Market 

Cap

>$10    
Share 
Price

41

# of EPS Forecasts >= 3
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