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Abstract

We examine if institutions are overconfident investors by examining the performance of
the stocks they buy versus those they sell over various time horizons and then examine
how institutional trades relate to lagged market based returns, using a large sample
ofinstitutional trades for over 12 years. We find that the stocks that institutions buy
perform better thanthe stocks they sell and that daily measures of institutional turnover
(both over all of the stocks they trade as well as on specific stocks) is uncorrelated with
lagged market returns. We interpret the evidence to conclude that institutions are not
overconfident investors and that they do not display any significant effects related to
biased self-attribution or the disposition effect.
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