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The stealth trading hypothesis (Barclay and Warner, 1993) asserts that
informed traders break up their orders into smaller lots to conceal their trading interests,
predicting that cumulative price changes are linked with small- or medium-sized orders. We revisit
this hypothesis using data from the Tokyo Stock Exchange. Consistent with previous studies, our
results show that the price contributions of small-sized orders are, on average, significantly
larger than those of medium- or large ones. However, this relationship is more complex than what has

been previously documented in the literature; it depends crucially on the level of liquidity in
that for more liquid stocks, larger orders contribute comparatively more to the price discovery
process. These results are consistent with informed traders conditioning their order-size choices on

the liquidity level. Our analysis suggests that the primary concern of large-sized traders is the

waiting cost, not information leakage.
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