











Table 1: Gross and Net Amormal Returns from Day Trading: 1992 to 2006

This table presents the daily percentage alpha from aggregate day trading and the remaining portfolio of day traders (i.e., positior
held beyond one day). The alphas are estimated using the following regression of daily refeRay=(R" p(Rm-R)+#, WhereRy,

Rmi, and R are the portfolio return, market return, and riskfree return (respectively). The gross day trading return is calculated from
daily roundtrip trades plus the intraday returns on open trades; an open trade is a trade made during Hteremytshin an
outstanding position at the close of the day. The net day trading return assumes a 10 bp# roomnission and a 30 bps
transaction tax on sales. The remaining portfolio return is the return earned on positions that remain@pearilettlosel he total

net portfolio return combines the net day trading return and the remaining portfolio net return; alphas are calculated relative to th
closeto-close market return. The last column presents the percentage of all trades thatcirgporday trades.



Table 2: Changes in Day Trading Conditional on Experience and Past Profitability

Day trading is defined as round-trip trades by the same stock/investor/day. We calculate
the total dollar volume of day trading in each month for each investor (Dj). We calculate
the ratio of day trading in month t to day trading in month t-1. In panel A, we present the
mean of the log ratio, in(D,/D,.;), for trader groups based on experience (x) groups (rows)
and profit categories (columns). In Panel B, we present the proportion of day traders that
increase day trading from month t-1 to month t for each group. Profitable day traders are
those with a mean daily returns net of fees are positive through month t-1.

Unprofitable Trader Profitable Traders
t-test
(difference
Mean N Mean N in means)
Experience (X)
Partition Panel A: Log-ratio of Day Trading in month t and month t-1, In(D;/Dj._;)
All Traders 0.09% 8,076,229 5.33% 1,022,271 -41.01
X<=1lyr 2.70% 1,879,740 11.34% 343,635 -36.39
lyr<X<=3yr -1.46% 2,204,125 3.09% 256,209 -17.88
Jyr<X<=5yr -0.63% 1,579,379 2.62% 166,856 -10.51
Syr<X -0.06% 2,412,985 1.26% 255,571 -5.44
Panel B: Percentage of Day Traders
that Increase Trading from month t-1 to month t
All Traders 49.77% 8,076,229 51.38% 1,022,271 -30.61
X<=lyr 50.32% 1,879,740 53.00% 343,635 -28.93
lyr<X<=3yr 49.31% 2,204,125 50.76% 256,209 -13.97
Jyr<X<=5yr 49.63% 1,579,379 50.59% 166,856 -7.46
Syr<X 49.87% 2,412,985 50.33% 255,571 -4.46




Table 3: Performance of Day Traders based on Ex-Post Survival, 1993 to 2006

Day Traders are grouped based upon the length of time between their first and last day of day trading within between 1993 and 2006.
We do not include those who day traded in 1992 to increase the likelihood that a first observed trade in our dataset is the first day trade
engaged in by the investor. The alphas are estimated using the following regression of daily returns: (Rpt - Rft) = ap + Bp(Rmt - Rft) +
ept, where Rpt, Rmt, and Rft are the portfolio return, market return, and riskfree return (respectively). The gross day trading return is
calculated from daily round-trip trades plus the intraday returns on open trades; an open trade is a trade made during the day that
results in an outstanding position at the close of the day. The net day trading return assumes a 10 bps round-trip commission and a 30
bps transaction tax on sales. The remaining portfolio return is the return earned on positions that remain open at the market close.
"Day Trade / All Trade" is the fraction of the groups trading that is round-trip day trades. The total portfolio return combines the net
day trading return and the remaining portfolio return with alphas calculated relative to the close-to-close market return. The last two
columns present the share of total market day trading and all trading accounted for by each group.

<3 Mths

3 to 6 Mths
6 to 12 Mths
1to 2 Years
210 3 Years
3105 Years
510 10 Years
>10 Years

Returns to Day Trading Remaining Portfolio Return Total Portfolio Return Day  Share of
Gross Net Trade/  Day

a(%)  tstat a(%)  tstat Beta RSq a(%) tstat Beta R-Sq a(%) tstat Beta R-Sq Al Trade Trading
-0.147 -15.41  -0.215 -22.61 0.31 40% 0.052 6.99 094 91% -0.006 -0.86 0.82 91% 3.0% 1.3%
-0.169 -18.23 -0.255 -27.60 0.31 40% 0.010 1.50 0.93 93% -0.039 -6.54 084 92% 7.7% 2.3%
-0.179 -19.99 -0.281 -31.56 030 42% -0.006 -0.93 092 93% -0.049 -8.74 085 93% 12.3% 6.2%
-0.180 -20.61 -0.300 -3457 030 42% -0.010 -1.83 092 94% -0.052 -9.52 085 94% 17.3% 13.4%
-0.161 -19.04 -0.295 -35.00 0.29 42% -0.011 -1.84 091 94% -0.048 -834 0.86 93% 21.3% 12.7%
-0.138 -16.63 -0.280 -33.99 0.28 42% -0.013 -247 092 95% -0.048 -930 0.87 95% 24.1% 20.8%
-0.089 -11.05 -0.241 -30.10 0.27 42%  -0.009 -1.79 094 95% -0.039 -7.97 0.89 95%  27.5% 31.9%
-0.011  -1.39  -0.169 -21.14 027 41% 0.004 075 096 96% -0.023 -4.95 091 96% 29.4% 11.4%




Table 4: Day Trading by Occasional Traders, First Time Traders, Unprofitable
Traders, and Profitable Traders

Occasional day traders are those with less than 20 days of day trading or a one year break
in day trading. First timers are day traders who started within the calendar year.
Unprofitable (profitable) day traders have a minimum of 20 days of day trading
experience through year t-1 and a negative (positive) mean daily day trading return net of
COSsts.

Occasional Unprofitable Profitable
Year Traders First Timers Traders Traders All Traders
Panel A: Percentage of All Traders Number
1995 47.6 41.1 10.4 0.9 136,879
1996 46.1 38.0 14.8 1.1 146,109
1997 32.4 58.5 8.6 0.5 354,057
1998 42.3 40.3 16.5 0.9 399,407
1999 43.7 33.4 21.8 1.1 416,815
2000 42.0 35.5 21.3 1.2 519,343
2001 45.5 24.8 27.7 2.0 430,638
2002 44.0 25.7 28.2 2.1 465,378
2003 42.6 19.7 35.3 2.4 386,450
2004 43.1 22.8 32.1 1.9 431,908
2005 40.6 16.1 40.7 2.6 305,777
2006 45.0 18.9 34.1 2.0 357,877
Mean 42.9 31.2 24.3 1.6 362,553
$ Volume of
Day Trading
Panel A: Percentage of Day Trading Volume ($NT Tril.)
1995 34.2 20.5 38.0 7.3 826
1996 28.0 19.9 43.7 8.3 967
1997 26.4 35.6 31.2 6.7 5,017
1998 24.2 18.5 45.6 11.7 4,363
1999 23.1 13.7 49.9 13.3 3,596
2000 20.8 12.7 52.5 14.1 4,010
2001 18.8 8.7 55.8 16.7 2,880
2002 17.2 7.8 59.7 15.4 3,040
2003 14.6 5.9 65.2 14.3 2,462
2004 14.7 6.5 65.7 13.1 2,647
2005 12.8 4.9 70.2 12.1 2,113
2006 13.4 4.9 70.9 10.8 2,662
Mean 20.7 13.3 54.0 12.0 2,882
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Figure 1: Day Trading as a Percent of Total Volume and Number of Individual Day

Traders

The figure presents the 12-month moving average for (1) the number of individual
investors who engage in day trading and (2) day trading as a percent of total trading

volume.
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Figure 2: Example of Trading Activity for a Day Trader
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Figure 3: Day Trading Survival Function for All Day Traders and Heavy Day
Traders. Entry for all day traders is first month of day trading, while entry for heavy day
traders is first month when day trader has engaged in day trading for 20 days.
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Figure 4: Hazard Ratio for Quitting Day Trading Conditional on Past Profitability.
Observations are monthly. Traders are considered to have quit day trading in the first
month for which we observe no day trading in twelve consecutive months. The figure
reports the hazard ratio for quitting and the 95% confidence interval (dashed lines) for
different profit categories relative to the default category of (0, 0.05] where the hazard
ratio is equal to one by construction. The sample consists of day traders with a minimum
of 20 days of day trading. The entry month is the first month when they exceed 20 days
of day trading. Profits are measured using the Sharpe ratio of returns -- the mean daily
return divided by the standard deviation of daily return. The Cox proportional hazard rate
model includes controls for past day trading activity: the frequency of day trading (the
log of the number of days with day trading), the volume of day trading (the log of day
trading volume), and experience (the log of the number of days of day trading).



