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Abstract
Social trading—also referred to as copy trading—is an interactive platform-based 
innovation facilitating visibility and traceability of signal provider trading activi-
ties. Based on published portfolio transaction and return track records, platform 
users can copy one or several signal providers, i.e. delegate their investment deci-
sions, and thereby become signal followers. Allowing signal providers to adminis-
ter purely virtual portfolios, in combination with a remuneration scheme based on 
performance fees and high watermarks, creates convex or option-like incentives 
(Carpenter, J Finance 55:2311–2331, 2000; Doering and Jonen, SSRN J, 2018). We 
argue that the incentive structure imposed by social trading providers, including a 
very limited monetary downside risk for signal providers, may motivate traders to 
gamble. In this context, we assess the factors that have an impact on signal pro-
vider lottery-like stock transactions (Bali et  al., J Financ Econ 99:427–446, 2011; 
Kumar, J Finance 64:1889–1933, 2009). We provide empirical evidence that signal 
providers tend to increase the traded relative share of lottery-like stocks when being 
located at an extreme end of the relative performance spectrum. Furthermore, we 
provide evidence that underperforming signal providers increase their net exposure 
towards lottery-like stocks, in turn exposing signal followers to a lottery-like return 
structure—triggering gambling.
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1 Introduction

Allowing private investors to interact, social trading—also referred to as copy trad-
ing—is a financial innovation which has been surfaced through modern-day finan-
cial markets. There are various platforms offering differentiated forms of social trad-
ing as an integral part of their business model.1 All forms of social trading exhibit a 
distinction between signal providers and signal followers as a common defining fea-
ture. Regarding signal providers, social trading platforms enable visibility and trace-
ability, i.e. their trading strategy specifications, conducted transactions, and resulting 
returns are published. Platform users can freely access the published information 
and subsequently subscribe to one or several signal providers. By delegating their 
investment decisions to another (mostly non-professional) trader, platform users 
become signal followers (Doering et al. 2015; Oehler et al. 2016).

Social trading involves severe asymmetries regarding the distribution of eco-
nomic consequences between signal providers and signal followers. When an admin-
istered portfolio performs well, the corresponding signal provider is remunerated via 
performance fees. Furthermore, portfolios with good past performance are placed at 
the top of the platforms’ selection lists and thus generate attention2—the increased 
attention leading to higher inflows and, in consequence, a continued eligibility for 
remuneration (Röder and Walter 2019). On the other hand, a failing portfolio barely 
bears any (monetary) consequences for the signal provider (Schneider and Oehler 
2021).

Considering the present asymmetries, signal providers are exposed to a range of 
incentives which, in different contexts, have been shown to impact trading behav-
ior. As elaborated by Carpenter (2000), portfolio managers face option-like (or 
convex) incentives, and thus may be led to increase risk after performing poorly.3 
Furthermore, even though signal provider compensation may not be directly linked 

1 Major social trading platforms include, e.g. www. ayondo. com, www. etoro. com, www. wikif olio. com, 
and www. zulut rade. com. Platforms differ regarding e.g. tradable assets, compensation scheme, fee struc-
ture, and criteria for signal provider ranking.
2 Regarding US stocks, Jacobs and Hillert (2016) provide evidence that stocks appearing near the top of 
an alphabetical listing exhibit higher trading activity.
3 Imposing considerable performance fees in combination with the high watermark principle, hedge 
fund managers are directly faced with option-like incentives (Ackermann et al. 1999; Brown et al. 2001). 
Ackermann et al. (1999) argue that excessive risk taking by hedge funds—induced by option-like incen-
tives—is mitigated by the manager’s investment of private financial resources into the fund as well as 
substantial liability in the case of bankruptcy (limited partnership structure). Brown et al. (2001) provide 
evidence that risk taking is more likely related to peer performance as well as the threat of fund termina-
tion rather than the motivation to take advantage of incentive contracts. On the other hand, for mutual 
fund managers whose compensation does not include performance fees, convex incentives arise from the 
asymmetric flow-performance relationship (Chevalier and Ellison 1997; Ferreira et  al. 2012; Sirri and 
Tufano 1998). In contrast, assuming misspecifications in connection with empirical models described 
in pre-existing literature, Spiegel and Zhang (2013) argue that the flow-return relation is not convex but 
linear.

http://www.ayondo.com
http://www.etoro.com
http://www.wikifolio.com
http://www.zulutrade.com
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to a corresponding ranking, social trading compensation schemes indirectly impose 
tournament incentives as administered accounts have to occupy a relative position 
reasonably suited for generating attention from followers.4 In the presence of tourna-
ment incentives, there is empirical evidence that risk-taking is increased by under-
performing traders (Kirchler et al. 2018). In the context of social trading, evidence 
that signal providers face convex incentives and thus increase risk when approach-
ing their high watermark is provided by Doering and Jonen (2018).

Motivated by the present asymmetries, we assess whether signal provider transac-
tions involving stocks which exhibit lottery characteristics (Bali et al. 2011; Kumar 
2009) are driven by the relative past performance of their corresponding oper-
ated portfolios. By trading lottery-like stocks, signal providers expose their (per-
haps unknowing) followers to a lottery-like return structure, i.e. trigger gambling. 
Regarding social trading, we are the first to our knowledge to explicitly analyze sig-
nal provider gambling with stocks.

Within the spectrum of social trading providers, the wikifolio platform seems 
most suitable to analyze stock gambling for several reasons. On the wikifolio plat-
form, signal providers can choose from an extensive investment universe including 
stocks, funds, ETFs, investment certificates, and leverage products. However, when 
creating a portfolio (referred to as wikifolio), signal providers can choose to gen-
erally exclude leverage products from their trading activities; wikifolios which do 
not categorically exclude leverage products are permanently tagged with a warn-
ing label. Since leverage products are excluded within the vast majority of available 
wikifolios, stocks are being left as the only potential asset category for employing a 
lottery-like return structure.

There are social trading platforms like Zulutrade that primarily offer foreign 
exchange trading (Glaser and Risius 2018; Schneider and Oehler 2021) and thus 
cannot be employed to examine signal provider stock gambling. Other major social 
trading platforms like ayondo and eToro offer trading via Contracts for Difference 
(CFD) which in turn may be vastly levered (Berger et  al. 2018; Dorfleitner et  al. 
2018; Pelster and Hofmann 2018). Hence, on platforms where every asset can be 
levered, it is unlikely that signal providers choose stocks to generate lottery-like 
payoffs, i.e. a relatively small probability of a large return (Bali et al. 2011; Kumar 
2009).

First, we assess whether the monthly number of transactions within an admin-
istered wikifolio, as well as the respective transaction volume, depends on a cor-
responding wikifolio’s relative past performance. We provide empirical evidence for 
a U-shaped relation between trading activity within a corresponding wikifolio and 
previous peer performance.

Subsequently, in the course of our main analysis, we examine the factors that 
have an impact on signal provider gambling as depicted by the relative monthly 
share of transactions involving lottery-like stocks. By assessing signal provider 
trading behavior regarding lottery-like stocks, we add a new aspect to the relatively 
new research area on social trading. Our results indicate that signal providers tend 

4 With regard to social trading, Röder and Walter (2019) provide evidence that investment flows follow 
past performance reflected by raw returns.
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to increase the traded relative share of lottery-like stocks within an administered 
wikifolio when being placed at one of the extreme ends of the relative performance 
spectrum. These results are in line with Schneider and Oehler (2021), who report a 
similar pattern for traded currency pairs which exhibit extreme past daily returns. 
Furthermore, we provide empirical evidence that signal providers administering 
wikifolios with more moderate peer performance are more likely to trade nonlot-
tery stocks, i.e. stocks exhibiting low idiosyncratic volatility and low idiosyncratic 
skewness.

As our previous results do not allow to derive a statement about the net exposure 
towards lottery-like return characteristics, we assess whether the net lottery flow—
measured as the cumulative net investment into lottery-like stocks—is impacted by 
relative past wikifolio performance. The results from our analysis suggest that under-
performing signal providers increase the net position of lottery-like stocks and there-
fore trigger gambling for their corresponding followers.

The present paper makes several contributions to pre-existing research. In the 
context of social trading, we are the first to our knowledge to analyze stock gam-
bling, i.e. trading behavior regarding lottery-like stocks. Social trading forms a 
novel, information rich, and interactive digital environment—previously labeled 
as scopic regime (Gemayel and Preda 2018a, b). By linking behavioral patterns of 
traders, i.e. signal providers, in a social trading framework to pre-existing research 
in behavioral finance, we add to a more comprehensive understanding of actions, 
underlying motives, and aggregated outcomes. Signal providers on social trading 
platforms are subject to a limited monetary downside, as they may (partly) trade 
with virtual money. We discuss asymmetries regarding the distribution of economic 
consequences between signal providers and signal followers as well as how common 
social trading design features may drive signal providers to gamble—in turn trigger-
ing gambling for signal followers. When considering an investment in social trad-
ing, signal followers should be aware of the implied incentive structure and potential 
behavioral patterns displayed by signal providers. When introducing or adjusting 
design features, platform operators should carefully consider the resulting incentive 
structure for signal providers and the resulting consequences for signal followers.

The rest of the paper is structured as follows. In Sect. 2 we provide a short review 
on literature concerning stock market gambling as well as on social trading. The 
employed data and methodology are described in Sect. 3. Subsequently, in Sect. 4 
we present and discuss our obtained results. In Sect. 5 we conduct and describe sev-
eral tests regarding the robustness of our main results. Section 6 concludes.

2  Literature review

There are many similarities between lottery players and stock traders (Dorn et  al. 
2015; Statman 2002). Barberis and Huang (2008) show that under the assumption 
of investors behaving in accordance with Tversky and Kahneman’s (1992) cumula-
tive prospect theory, the skewness of a security can be priced—positive skewness 
being a key characteristic with regard to lottery-like payoffs (Kumar 2009). The idea 
that certain stocks are perceived and employed as lotteries is introduced by Kumar 
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(2009). In this context, Kumar (2009) shows that individual investors, at the aggre-
gate level, exhibit a preference for stocks with lottery features. Furthermore, Kumar 
(2009) documents that lottery-like stocks underperform. In the context of stocks as 
lotteries, Bali et al. (2011) examine the role of extreme positive daily returns with 
regard to cross-sectional stock pricing. The evidence provided by Bali et al. (2011) 
suggests that investors may be willing to pay more for stocks with extreme positive 
returns, causing these stocks to exhibit lower returns in the future.5 Barinov (2018) 
argues that lottery-like stocks may act as insurance against unexpected increases 
in market volatility, and thus offers a rational explanation for the respective doc-
umented low expected returns. Bali et  al. (2017) go so far as to suggest that the 
well documented beta anomaly (Black 1972; Black et al. 1972) is strongly driven by 
investors’ demand for lottery-like stocks.6

There are several reasons why studying gambling behavior in the context of 
social trading, a financial innovation facilitating the interaction of private investors, 
is particularly interesting. One of the defining features of social trading is the dis-
tinction between signal providers and signal followers. The respective social trad-
ing platform enables visibility and traceability with regard to signal provider trad-
ing decisions and returns. Thus, social trading offers a population of majorly private 
traders to publicly display their investing abilities, a feature formerly reserved to 
professional asset managers. Based on the published information, platform users can 
subscribe to one or several signal providers and thereby become signal followers 
(Doering et al. 2015; Oehler et al. 2016). Motivated by private investor preferences 
for lottery-like stocks (Bali et al. 2011; Kumar 2009), we study gambling behavior 
in a context where traders, i.e. signal providers, can be observed by their peers as 
well as by (potential) followers.

Furthermore, in the face of relative performance-based selection lists composed 
by social trading platforms, signal providers have to compete for the attention of 
signal followers. As followers are prerequisite for receiving compensation (see 
Sect.  3.4), social trading indirectly exposes signal providers to tournament incen-
tives (Kirchler et al. 2018). Considering this dynamic between attention and remu-
neration, we study when signal providers utilize lottery-like stocks, which offer an 
unlikely but possible major return and, thus, may catapult an administered account 
to the top.

Studies by Oehler et al. (2016) and Dorfleitner et al. (2018) show that, on aver-
age, social trading participants do not outperform the market.

Venturing into the behavioral finance paradigm, Glaser and Risius (2018) note that 
signal providers on social trading platforms are subject to behavioral biases (Tversky 
and Kahneman 1974)—in this regard, signal providers do not differ from other (pri-
vate) investors. Oehler et al. (2016) argue that the signal followers’ role on social trad-
ing platforms represents herding behavior. Gemayel and Preda (2018b) argue that a 

5 Nguyen and Truong (2018) show that extreme positive daily returns are not subject to lower future 
returns when they are triggered by earning announcements.
6 Other studies assessing lottery-like stocks and investors’ gambling preferences are provided by Blau 
et al. (2016), Doran et al. (2012), Gao and Lin (2015), Hsu et al. (2016), Kumar and Page (2014), and 
Meng and Pantzalis (2018).
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scopic information-rich environment, as given by a social trading platform, produces 
excess and perpetual herding behavior.7 With regard to signal providers on social trad-
ing platforms, Glaser and Risius (2018) and Pelster and Hofmann (2018) assess the 
disposition effect (Shefrin and Statman 1985) and the impact of receiving attention 
from signal followers. Pelster and Hofmann (2018) report an increase of the disposi-
tion effect with the number of investors copying a signal provider’s trading strategy. 
Glaser and Risius (2018) provide evidence that the disposition effect intensifies with 
the amount of capital entrusted to a signal provider. In contrast, Gemayel and Preda 
(2018a) find evidence of a weaker disposition effect among signal providers com-
pared to traders in a traditional setting. Addressing trader visibility, Pelster and Breit-
mayer (2019) suggest that signal providers receiving attention from their peers exhibit 
increased trading activity and are more prone to take risks. Doering and Jonen (2018) 
argue that signal providers face convex incentives (Carpenter 2000) and thus increase 
risk when approaching their high watermark.8

Pelster and Breitmayer (2019) relate social trading to research on private investor 
(stock) trading driven by excitement (Dorn and Sengmueller 2009; Taffler 2018) as 
well as the desire to gamble (Dorn et al. 2015; Gao and Lin 2015; Kumar 2009). Using 
a social trading framework, Schneider and Oehler (2021) study gambling behavior 
with currency pairs. In the context of this paper, we are the first to our knowledge 
to explicitly combine research on social trading and stock gambling. We argue that 
the unique environment for traders established by social trading may have an impact 
on gambling behavior and, in this regard, assess the factors that affect signal provider 
stock gambling. Based on the incentive structure that signal providers face (Doering 
and Jonen 2018), we analyze if signal provider transactions involving stocks with lot-
tery characteristics (Bali et al. 2011; Kumar 2009) are driven by the relative past per-
formance of their administered portfolios. When investing in lottery-like stocks, signal 
providers expose their followers to a lottery-like return structure. Thus, our analysis 
yields valuable implications for investors delegating their investment decisions via 
social trading.

3  Data and methodology

3.1  Platform selection

Out of the spectrum of social trading providers, the wikifolio platform seems most 
suitable to analyze stock gambling. Signal providers on the wikifolio platform can 
choose from an extensive investment universe including stocks, funds, ETFs, invest-
ment certificates, and leverage products. When creating a wikifolio, most signal 
providers choose to generally exclude leverage products, thereby communicating 

7 Building on the concept introduced by Cetina Knorr (2003), Gemayel and Preda (2018a; 2018b) argue 
that social trading platforms are governed by a scopic regime reflecting a state of constant reciprocal 
observation and scrutiny.
8 Further studies assessing social trading are conducted by Berger et al. (2018), Kromidha and Li (2019), 
Röder and Walter (2019), and Wohlgemuth et al. (2016).
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mitigated portfolio risk to potential followers. The initial decision regarding the 
inclusion of leverage products is final and may not be adjusted during the life 
cycle of a corresponding wikifolio. Moreover, wikifolios which do not categori-
cally exclude leverage products are permanently tagged with a warning label, even 
when all funds are temporarily allocated to non-leveraged investments. Thus, for the 
majority of signal providers, stocks are left as the only potential assets for employ-
ing a lottery-like return structure.

The wikifolio platform contains several further design peculiarities which make it 
an interesting research subject for studying stock gambling behavior: Administered 
signal provider portfolios are purely virtual, i.e. signal providers do not actually hold 
the corresponding assets. In consequence, transactions are not executed as in tradi-
tional market environments. Thus, signal providers are not subject to any transaction 
costs and therefore do not reduce returns by (excessive) trading (Barber and Odean 
2000; 2001; Odean 1999). Furthermore, signal providers are compensated via perfor-
mance fees which are self-imposed when creating the wikifolio. Performance fees are 
calculated depending on the high watermark principle, i.e. signal providers may only 
receive remuneration if a corresponding wikifolio reaches a new high. Hence, sig-
nal provider compensation is not substantially different to the remuneration of hedge 
fund managers and commodity trading advisors (Ackermann et al. 1999; Brown et al. 
2001). As a further specification, signal providers are only eligible for remuneration 
when the capital invested by followers in a corresponding wikifolio exceeds a certain 
threshold. Finally, signal providers may simultaneously administer several wikifolios 
which can be closed—and potentially replaced—at any time. In combination with 
the depicted remuneration scheme, the option to simultaneously administer several 
wikifolios and close unsuccessful projects without consequences may have a severe 
impact on signal provider behavior, especially with regard to gambling.

3.2  Wikifolio data

We obtain data on signal provider portfolios, i.e. wikifolios, from the wikifolio plat-
form. For each wikifolio daily prices as well as transaction data regarding all con-
ducted transactions are freely accessible.

Wikifolios go through different life cycle stages9: Test, Published, Investable, 
Closing, and Closed. When reaching the status Closed, wikifolios remain visible on 
the profile of their corresponding signal provider, however, they no longer appear 
when using the platform’s search function. We therefore download the names of all 

9 Status Test: Only visible to the corresponding signal provider. Status Published: Released by the corre-
sponding signal provider, i.e. transactions and returns are accessible for all registered platform users. Sta-
tus Investable: An open-ended index certificate reflecting the underlying wikifolio’s price development 
has been issued by Lang & Schwarz, i.e. the wikifolio is available for investment. To attain this status, 
a minimum term of 21 days must have passed since the wikifolio’s creation, ten or more platform users 
have intended their willingness to invest, the indicated investment amount has exceeded 2,500 Euros, and 
the corresponding signal provider’s personal data and trading approach specifications have been checked 
by the platform. Status Closing: Open positions are sold and fees are suspended. Investors may sell their 
corresponding wikifolio certificate at the last established price. Status Closed: There are no more out-
standing wikifolio certificates.
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signal providers who manage wikifolios which appear on the dashboard, i.e. signal 
providers who can be found using the search function. Afterwards, we assess each 
signal provider’s profile and download data for all accessible wikifolios. Thus, we 
include all Closed wikifolios associated to signal providers who manage at least one 
wikifolio exhibiting the status Published, Investable, or Closing. Closed wikifolios 
associated to signal providers who are not active anymore, i.e. their corresponding 
wikifolios have all been closed, are not accessible and thus cannot be included in our 
analysis. We download wikifolio data at the beginning of February 2019 which leads 
to a comprehensive dataset of 30,279—divided by status into 15,341 Published, 
7696 Investable, 55 Closing, and 7187 Closed—wikifolios.

As data for signal providers who have completely disappeared from the platform 
is not available, the composed dataset is subject to a certain survivorship bias. When 
exhibiting good peer performance, there is no apparent incentive for signal providers 
to cease activities (see Sect. 3.4). Therefore, signal providers who have altogether 
vanished from the platform had likely been administering underperforming wikifo-
lios, placing them at the lower end of the performance spectrum.

In the further course of our analysis, we limit the dataset to wikifolios which 
encompass data over at least six months; the dataset is thereupon reduced to 24,101 
entities. The earliest data points go back to December 2011. Data after February 
2019 is not included.

Volatility and skewness characteristics of wikifolios included in our analysis 
are displayed in Table 1. Idiosyncratic volatility ( IVol) and idiosyncratic skewness 
( ISkew2F ) are computed following Kumar (2009) and Harvey and Siddique (2000). 
In addition, we compute idiosyncratic skewness ( ISkew3F ) following Boyer et  al. 
(2010). For the computation of idiosyncratic volatility and idiosyncratic skew-
ness, we use regional daily factors obtained from the Kenneth French Data Library 
(KFDL).10 

We further estimate monthly wikifolio alphas, � , using the Fama and French 
(1993) three-, the Carhart (1997) four-, the Fama and French (2015) five-, and the 
Fama and French (2018) six-factor model:

(1)Ri,t − RF,t = �1 ∗ RMRFt + �2 ∗ SMBt + �3 ∗ HMLt + �,

(2)Ri,t − RF,t = �1 ∗ RMRFt + �2 ∗ SMBt + �3 ∗ HMLt + �4 ∗ WMLt + �,

(3)
Ri,t − RF,t = �1 ∗ RMRFt + �2 ∗ SMBt + �3 ∗ HMLt + �4 ∗ RMWt + �5 ∗ CMAt + �,

10 Wikifolios may include a label indicating a geographical focal point on Germany (Focus GERMANY), 
Europe (Focus EUROPE), or the US (Focus USA). Wikifolios focusing on Germany or Europe are 
merged with the European factors, while wikifolios focusing on the US are merged with the respective 
North American factors obtained from the KFDL. As in Oehler et  al. (2016), wikifolios which do not 
exhibit a label indicating a geographical focus are treated as if they follow a global investment strategy—
correspondingly, we apply the KFDL Developed factors.
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Ri,t denotes the return of portfolio (i.e. wikifolio) i , RF,t is the risk-free return, and 
RMRFt represents the return of the market portfolio net of the risk-free return 
regarding period (i.e. month) t . SMBt and HMLt reflect the size and book-to-market 
factors as describes by Fama and French (1993). WMLt is a factor capturing momen-
tum as identified by Jegadeesh and Titman (1993). RMWt and CMAt respectively 
represent the profitability and investment factor (Fama and French 2015). Regional 
monthly factors are obtained from the KFDL. The results are displayed in Panel A 
and Panel B of Table 2.

As the model fit is rather weak, the applied regional KFDL factors may not be an 
appropriate benchmark for analyzing wikifolios. Signal providers strongly focus on 
assets which have been issued in Germany (see Sect. 3.4). Thus, using local Ger-
man factors may produce a more sound model (Hollstein 2021). We therefore match 
EUR-denominated wikifolio data with local German factors obtained from Richard 
Stehle’s homepage.11 As Dirkx and Peter (2020) conclude that the profitability and 
investment factor (Fama and French 2015) have limited relevance with regard to the 
German market, we estimate alphas using the Fama and French (1993) three- and 
the Carhart (1997) four-factor model. The results are reported in Panel C and Panel 
D of Table  2. Applying local German factors does not substantially increase the 
model fit. We attribute the rather poor model fit to the variety of non-equity instru-
ments which are included in the considered wikifolios.12

Contrary to Oehler et al. (2016), the conducted performance analyses do not yield 
significantly negative alphas, α, for the analyzed signal provider portfolios. Our 
results suggest that wikifolios neither under- nor outperform the equity benchmark. 
Differences in the performance of wikifolios depicted in Oehler et al. (2016) and our 
reported results may be caused by a longer observation period as well as a much 
broader data basis.13

3.3  Transaction data

Signal providers can choose from an extensive investment universe. Main groups of 
tradable assets are stocks, funds, ETFs, investment certificates, and leverage prod-
ucts. An overview of traded instrument categories is displayed in Appendix Table 7 
When creating a wikifolio, signal providers can choose if they want to have access 
to the entire investment universe provided by the wikifolio platform or exclude lev-
erage products from their trading activities. The tag Attention: Might contain lev-
erage products—included in the summary information which appears when using 
the search function on the platform’s front page as well as on the front page of the 

(4)
R
i,t
− R

F,t
= �

1
∗ RMRF

t
+ �

2
∗ SMB

t
+ �

3
∗ HML

t
+ �

4
∗ RMW

t

+ �
5
∗ CMA

t
+ �

6
∗ WML

t
+ �.

11 https:// www. wiwi. hu- berlin. de/ de/ profe ssuren/ bwl/ bb/ daten/ fama- french- facto rs- germa ny.
12 Accordingly, the wikifolio characteristics reported in Table 1 are re-estimated with local German fac-
tors. The results are reported in Table 6 of the Appendix.
13 Oehler et al. (2016) analyze data corresponding to 1084 wikifolios; we extend the dataset to 24,101 
entities.

https://www.wiwi.hu-berlin.de/de/professuren/bwl/bb/daten/fama-french-factors-germany
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respective individual wikifolios—informs signal followers whether leverage prod-
ucts are potentially traded.

The number of conducted transactions is not evenly distributed among all 
administered wikifolios. There is a vast number of wikifolios where no transaction 
is conducted for several continuous months, indicating that the corresponding sig-
nal providers pursue a plain buy-and-hold strategy or have abandoned the admin-
istered wikifolio without closing. On the other hand, there are wikifolios continu-
ously exhibiting a great number of monthly transactions. To account for abandoned 
or inactive wikifolios, we drop wikifolio-month observations after the signal provider 
has conducted the last transaction within a corresponding wikifolio. Table 3 provides 
an overview regarding the distribution of transactions after accounting for inactive 
entities.

For each transaction, the International Securities Identification Number (ISIN), 
the change in quantity, and the price of the respective traded asset is provided by the 
wikifolio platform. In order to provide an overview of signal providers’ geographi-
cal preferences with regard to traded assets, we sort the obtained transaction data 
on the two initial letters of each transaction ISIN which indicate the issuing coun-
try. The analysis reveals that signal providers strongly focus on assets which have 
been issued in Germany. Results are displayed in Appendix Table 8. 70 percent of 
all transactions conducted by signal providers involve assets issued in Germany. 
Regarding transaction volume, the focus on German assets is even more severe, 
accounting for a total share of 87 percent. The results indicate that, when consid-
ered together, wikifolios lack international diversification. However, missing spatial 
diversification might be caused by the peculiarities of the wikifolio platform; about 
85 percent of assets which are available to signal providers have been issued in Ger-
many. Thus, the selection process of signal providers might be biased by the (wide 
yet spatially pooled) range of available assets.

3.4  Compensation of signal providers

As described by Gemayel and Preda (2018a), the monetary incentive structure estab-
lished by a social trading platform may have a substantial impact on signal provider 
behavior. Generally, there is no restriction on who can become a signal provider 
on the wikifolio platform. The majority of signal providers is composed of private 
traders. Furthermore, there are labels indicating if an asset manager or a media com-
pany, i.e. a professional trader, is in charge of the wikifolio. Regarding private trad-
ers, the maximum number of simultaneously administered wikifolios is limited to 
eight, on the other hand, asset managers and media companies may simultaneously 
manage any given number.
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The portfolios which underlie the wikifolio certificates, regardless of their 
assigned status, are purely virtual, i.e. signal providers do not actually hold the cor-
responding assets. In order to directly mirror the performance of their own admin-
istered wikifolios, signal providers need to buy corresponding wikifolio certificates 
(which is in accordance with the copy-trading approach of signal followers on the 
wikifolio platform). Wikifolios can obtain the label Real Money when a certain 
amount is invested in the corresponding wikifolio certificates by the administering 
signal provider.

Signal providers are compensated via performance fees—ranging from 5 to 30 
percent—which are self-imposed when creating the wikifolio. Receivable perfor-
mance fees are calculated depending on the high watermark principle, meaning that 
signal providers only become eligible for remuneration if their corresponding wiki-
folio reaches a new high for the year, i.e. a new high watermark is set. The basis for 
calculating the performance fee is the return of the administered wikifolio, i.e. the 
difference between the current and the last peak of the wikifolio equivalent value.14 
High watermarks are reset to the current index level of each wikifolio at the end of 
each calendar year. Contingent on the amount of capital invested in a respective wiki-
folio via certificates, signal providers are (only) entitled to claim a pre-defined share 
of the amount derived from value appreciation and performance fee. The maximum 
share signal providers may receive is 50 percent.15 Signal providers trading wikifolios 
of wikifolios are compensated differently—since their respective wikifolios are not 
included in our main analysis, we do not elaborate the corresponding approach.

3.5  Sorting criteria for wikifolios

By default, wikifolios are sorted on so-called wikifolio points which are calculated 
from twelve criteria. In addition to risk and return, the respective underlying criteria 
are meant to reflect the wikifolio’s popularity, as well as the corresponding signal 
provider’s activity and commitment. A complete breakdown regarding the calcula-
tion method of wikifolio points as described on the wikifolio platform is provided 
in Appendix Table 8. Furthermore, platform users may sort available wikifolios on 
the following 14 individual criteria: Date created, Date of issuance, Performance 
ever, Performance since first issuance, Performance YTD, Performance 12 months, 
Performance 6 months, Performance 3 months, Performance 1 month, Sharpe Ratio 
(365 Days), Maximum loss (to date), Invested capital, Reservations,16 and Risk 
factor.17

14 The wikifolio equivalent value is derived from the sum of cash and all other assets held. Daily closing 
prices (assessed by Lang & Schwarz) are applied for the high watermark calculation.
15 When less than 10,000 EUR are invested in a corresponding wikifolio, signal providers are not com-
pensated.
16 The criterion Reservations indicates the number of signal followers observing the wikifolio, i.e. signal 
followers keeping the wikifolio on their respective watchlist.
17 The Risk factor is represented by the covariance of the respective wikifolio and the Eurostoxx 50 
index. Covariances are computed using daily closing price of the last two years. For each wikifolio, the 
highest covariance value of the last 200 days is displayed. This indicator is only provided for wikifolios 
which exclude leverage products.
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3.6  Stock market data and definition of lottery‑like stocks

We employ all stocks that are included within the wikifolio investment universe, i.e. 
stocks that can be traded by signal providers, as benchmark for the classification 
of lottery-like stocks. This leads to a dataset of 7308 stocks which are henceforth 
used as benchmark. Following Kumar (2009), we classify stocks in the lowest kth 
stock price percentile (measured in the previous month), highest kth idiosyncratic 
volatility percentile, and highest kth idiosyncratic skewness percentile as lottery-like 
stocks. For the conducted analysis, we set k = 50.18 Volatility and skewness charac-
teristics with regard to the sorted portfolios are displayed in Appendix Table 9.

We compute idiosyncratic volatility and idiosyncratic skewness as in Kumar (2009). 
Accordingly, idiosyncratic volatility is determined as the standard deviation of the resid-
uals obtained by fitting a four-factor model—comprising the market, size, book-to-mar-
ket (Fama and French 1993), and momentum (Carhart 1997) factors—to a time-series 
of daily stock returns. Idiosyncratic skewness is measured as the third moment of the 
residuals obtained by regressing daily stock returns on a two-factor model employing 
the market excess return and the square of the market excess return as respective factors 
(Harvey and Siddique 2000). The regressions providing the residuals for the computa-
tion of idiosyncratic volatility and idiosyncratic skewness are run for each respective 
stock-month combination, employing daily stock returns of the corresponding previous 
six months (i.e., months t − 6 to t − 1 ). Different definitions of lottery-like stocks are 
applied as part of the robustness checks in Sect. 5. For all stocks included in the wiki-
folio investment universe, the corresponding regional daily factors—Fama and French 
(1993) factors and momentum factor (Jegadeesh and Titman 1993)—are obtained from 
the KFDL; stocks issued from countries which cannot be sorted into regions with avail-
able factors are paired with the Developed ex US factors from the KFLD.

3.7  Regression model

3.7.1  Selection of main independent variables

Regarding signal providers, the incentive structure stems from the wikifolio plat-
form’s established incentive scheme. As described in Sect.  3.4, signal provider 

Table 3  Deciles distribution 
transactions

 The table above reports deciles regarding the monthly number and 
volume of trades after accounting for inactive wikifolios. The data is 
listed according to deciles ( D1 to D10 ). Volume is reported in thou-
sand EUR

D1 D2 D3 D4 D5 D6 D7 D8 D9 D10

Number 7 16 26 39 58 87 136 230 460 3,085
Volume 1 3 7 12 21 37 67 102 210 50,552

18 According to Kumar (2009), stocks in the highest kth stock price percentile, lowest kth idiosyncratic 
volatility percentile, and lowest kth idiosyncratic skewness percentile, during month t − 1 , are catego-
rized as nonlottery-like stocks. As before, we set k = 50.
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compensation depends on the success of the administered wikifolio, i.e. attainment 
of new high watermarks, and the amount of capital invested in the corresponding 
wikifolio’s certificates. In order to generate invested capital, wikifolios need to be 
visible, i.e. obtain good positions on the lists which are presented to signal followers 
(Jacobs and Hillert 2016). The default sorting criteria, as well as seven out of the 14 
additional sorting options which may be selected, directly depend on past wikifolio 
performance (see Sect. 3.5). In this regard, it is interesting to assess if the number/
volume of transactions conducted by signal providers is related to the past perfor-
mance of their administered wikifolios. Additionally, within the elaborated condi-
tions set by the wikifolio platform, past wikifolio returns may affect signal provid-
ers’ intention to engage in gambling. In this context, we assess whether the relative 
transaction number/volume with regard to lottery-like stocks relates to past wikifolio 
returns.

We set the wikifolio raw return of the previous month as well as the average 
monthly wikifolio raw returns over the previous six months as past performance 
measures. For each of the employed performance measures, each wikifolio is then 
assigned a number from 1 to 10, indicating its according relative monthly perfor-
mance ranking.19 The variables are depicted as follows:

All variables included in the regression analyses are displayed and described in 
Appendix Table 11.

The independent variable of interest, the relative performance ranking, is based 
on raw returns instead of abnormal returns (alphas). In the context of social trading, 
Röder and Walter (2019) provide evidence that investment flows follow raw returns 
instead of factor model alphas. Hence, basing the independent variable of interest on 
raw returns seems to be the coherent approach.

3.7.2  Monthly transactions

At first, we assess whether the monthly transaction volume generated by a signal pro-
vider for an administered wikifolio, as well as the corresponding number of transactions, 
depend on the wikifolio’s past performance. The according relevant dependent variables 
are the monthly number/volume of assets traded within each wikifolio ( Tnum

i,t
∕Tvol

i,t
 ). 

(5)RRi,t−1∕RR
t−1

i,t−6
.

19 Monthly deciles with regard to the different past performance measures are employed as threshold 
values for the ranking procedure.
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Even when eliminating abandoned or inactive wikifolios as described in Sect. 3.3, there 
is a substantial number of wikifolio-month observations in the dataset where no transac-
tion is conducted. Consequently, for these cases the respective variables take the value 
zero. Deriving from that, the dependent variables are highly positively skewed. Thus, 
for our regression analyses we transform the dependent variables as follows:

By adding the constant 1 to the initial variables before applying the natural loga-
rithm, we assure that wikifolio-month observations with no respective transactions 
can be included into the regression analyses. As described in the previous section, 
relative past wikifolio performance ( RRi,t−1∕RR

t−1

i,t−6
 ) depicts the relevant independent 

variable. The baseline regression model is as follows:

DV  is a stand-in for the dependent variable reflecting the number ( Tnum
i.t

)/volume 
( Tvol

i,t
 ) of transactions conducted within wikifolio i in month t . RR is a stand-in for 

the relative past return variable of the wikifolio, measured over the previous month 
( RRi,t−1)/previous six months ( RR

t−1

i,t−6
).Controls20 depicts a vector of control vari-

ables. All variables are described in Appendix Table 11.

3.7.3  Monthly relative transactions lottery‑like stocks

As main analysis, we assess the impact of past wikifolio performance on relative 
lottery-like stock transactions. We set the relative monthly number/volume of lot-
tery-like stocks traded ( RTLnum

i,t
∕RTLvol

i,t
 ) as the according dependent variable. The 

variables are defined as follows:

TLnum
i,t

∕TLvol
i,t

 denote the monthly number/volume of lottery-like stocks traded. Since 
we employ relative shares of traded lottery-like stocks, all wikifolio-month observa-
tions with no conducted transaction—indicating abandoned wikifolios or the imple-
mentation of a plain buy-and-hold strategy—are excluded. In order to establish 

(6)lnTnum
i,t

= ln

(

1 + Tnum
i,t

)

∕lnTvol
i,t

= ln

(

1 + Tvol
i,t

)

.

(7)DV = � + �1 × RR + Controls+ ∈

(8)RTLnum
i,t

=
TLnum

i,t

Tnum
i,t

∕RTLvol
(i,t)

=
TLvol

(i,t)

Tvol
(i,t)

,

20 Control variables include a dummy variable indicating if the wikifolio’s signal provider may trade 
leverage products (Leveragei), a dummy variable indicating if the signal provider has invested a certain 
amount of his own money in certificates reflecting the corresponding wikifolio’s performance (Real-
Moneyi), dummy variables indicating the status of the wikifolio (Publishedi, Investablei, Closingi, and 
Closedi), a dummy variable indicating if the corresponding signal provider only invests in other wikifo-
lios (wowi), dummy variables indicating if the wikifolio is administered by a professional asset manager 
(Manageri), a media company (Mediai), or follows a predefined theme (Themei), a variable indicating 
the total number of wikifolios corresponding to each signal provider per status (wikiNumberi), a variable 
indicating if the wikifolio has reached a new high watermark in month t (HWMi), a variable indicating the 
level of the self-imposed performance fee of the wikifolio (Feei), and a variable indicating the wikifolio’s 
age in months (Agei,t). All variables are displayed and described in Table 11 of the appendix.
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coherence, we transform the introduced dependent variables for the constituent 
regression analyses by adding the constant 1 and then applying the natural logarithm:

Relative past wikifolio performance ( RRi,t−1/RR
t−1

i,t−6
 ) depicts the relevant inde-

pendent variable. The baseline regression model is depicted in Eq.  7. As before, 
DV  is a stand-in for the dependent variable reflecting the relative number ( lnRTLnum

i.t

)/volume ( lnRTLvol
i,t

 ) of lottery-like stock transactions conducted within wikifolio i 
in month t . RR is a stand-in for the relative past return variable of the wikifolio, 
measured over the previous month ( RRi,t−1)/previous six months ( RR

t−1

i,t−6
).Controls

21 depicts a vector of control variables. Appendix Table 11 displays and describes all 
variables employed in the regression analyses.

4  Results and discussion

4.1  Monthly transactions

The initial results obtained from the regression analysis are ambiguous. The regres-
sion models where standard errors are simultaneously clustered by month and wiki-
folio as well as by month and signal provider do not indicate a statistically signifi-
cant relationship between relative past performance and the number or volume of 
conducted transactions. When including fixed effects,22 all regression specifications 
yield significantly positive coefficients for the relative performance variable. In 
order to determine whether a non-linear model describes the relation between trad-
ing activity and relative past performance more appropriately, we include squared 
terms of the established relative return variables: (RRi,t−1)

2 and (RR
t−1

i,t−6
)2 . Estimating 

regression models including squared terms indicates a U-shaped relation between 
relative past performance and trading activity which is statistically significant in 
the specifications including clustered standard errors and within the contrived fixed 
effects models. Regression results corresponding to the quadratic model are dis-
played in Appendix Table 12.23

(9)lnRTLnum
i,t

= ln
(

1 + RTLnum
i,t

)/

lnRTLvol
i,t

= ln
(

1 + RTLvol
i,t

)

.

21 We use the control variables employed in the regression model described in the previous Section 
(Sect. 3.7.2). In addition, we include dummy variables indicating if an ETF, ETP, or Derivative is traded 
within wikifolio i in month t ( ETF

i,t
,ETP

i,t
 , or Derivative

i,t
 ). Furthermore, we include the natural loga-

rithm of the number/volume ( lnTnum

i,t
∕lnTvol

i,t
 ) of assets traded within wikifolio i in month t as a control 

variable (employed as dependent variable in Sect. 3.7.2). Table F of the appendix displays and describes 
all variables employed in the regression analyses.
22 We estimate the following five distinct regression specifications including fixed effects: Time (i.e. 
month) fixed effects, portfolio-level (i.e. wikifolio-level) fixed effects, trader-level (i.e. signal provider-
level) fixed effects, time and portfolio-level fixed effects, as well as time and trader-level fixed effects.
23 When measuring relative past performance over the previous six months (Panel B), there are two 
specifications where the regression model does not yield corresponding statistically significant coeffi-
cients. However, measuring relative past performance over the previous 3 months in order to check for 
robustness, yields corresponding significant coefficients within all specifications.
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Regarding the upper end of the relative performance spectrum, i.e. signal pro-
viders who have previously outperformed their peers, an increase in trading activ-
ity seems to be in line with previous research. Gervais and Odean (2001), Odean 
(1999), and Statman et al. (2006) provide evidence that past returns have a positive 
impact on investor overconfidence, and thus on trading activity. Within the frame-
work of a social trading platform, performing well relative to peers might induce 
a surge in signal provider overconfidence which causes increased trading activity. 
Since portfolios on the wikifolio platform are virtual, and thus there are no trans-
action costs for signal providers, the effect might be particularly pronounced.24 As 
described, the considered independent variables, RRi,t−1 and RR

t−1

i,t−6
 , capture the 

relative performance of all wikifolios for which data could be attained; literature 
on overconfidence primarily focuses on absolute performance. Although based on 
performance relative to peers, the composed variable covers absolute performance, 
it is reasonable to assume that outperforming peers is connected to generating net 
profits. Measuring relative performance over the previous month, in less two percent 
of all wikifolio-month observations a negative return is generated when the wikifolio 
is assigned to one of the top three percentiles. Measuring relative performance over 
a 6-month period leads to positive returns in more than 99.5 percent of all wikifolio-
month observations when the wikifolio has outperformed 70 percent of its peers.

Apart from overconfidence, excitement may be cited as an explanation for the 
reported results. The role of excitement in investing is elaborated by Taffler (2018). 
Trading as entertainment has been depicted by Dorn and Sengmueller (2009).

In the context of social trading, Pelster and Breitmayer (2019) show that signal 
providers who receive attention (from signal followers) increase their trading activity 
due to increased levels of excitement. Furthermore, Pelster and Breitmayer (2019) 
provide evidence, that past performance is the main determinant for a signal provider 
to be followed. Performing well relative to peers might boost signal provider attrac-
tiveness which will lead to a larger number of signal followers investing in the corre-
sponding wikifolio. The enhanced excitement which is caused by additional followers 
may encourage signal providers to be more active, i.e. increase their trading activity.

Regarding the lower end of the relative performance spectrum, i.e. underperform-
ing signal providers, an increase in trading activity may be caused by traders try-
ing to restructure their losing wikifolios. The incentive to restructure a losing entity 
might be amplified by the lack of transaction costs and the very limited monetary 
downside risk for signal providers. Restructuring a wikifolio may be implemented by 
including new assets. Furthermore, contrary to what is suggested by the disposition 
effect (Shefrin and Statman 1985), signal providers may decide to get rid of losing 
positions. So far, regarding the occurrence and magnitude of the disposition effect 
in social trading, there is contradictory evidence (Gemayel and Preda 2018a; Glaser 
and Risius 2018; Pelster and Hofmann 2018).

24 It is well established, that individual investors severely reduce their returns by (excessive) trading 
(Barber and Odean 2000; 2001; Odean 1999). In this context, not being subject to transaction costs might 
have an impact on signal provider trading behavior.
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4.2  Transactions lottery‑like stocks

As depicted in Sect. 3.7.3, we conduct regression analyses for dependent variables 
reflecting the relative share of transactions involving lottery-like stocks: monthly rela-
tive number of traded lottery-like stocks ( lnRTLnum

i.t
 ) and monthly relative volume of 

traded lottery-like stocks ( lnRTLvol
i.t

 ). Our regression analysis does not yield a statisti-
cally significant relation between relative past wikifolio performance and the traded 
share of lottery-like stocks. In order to determine whether there is a non-linear rela-
tion between the relative share of transactions involving lottery-like stocks and previ-
ous performance, we include squared terms of the respective performance measures: 
(RRi,t−1)

2 and (RR
t−1

i,t−6
)2 . Results are displayed in Table 4 (Panel A and Panel C).

The results suggest a highly significant quadratic relation between the traded share 
of lottery-like stocks and past wikifolio performance. The regression coefficients relat-
ing to the employed wikifolio performance measures are significant throughout all 
conducted analyses. The considered coefficients remain statistically significant when 
computing standard errors simultaneously clustered by month and wikifolio, as well 
as when computing standard errors simultaneously clustered by month and trader 
(Petersen 2009). Moreover, all models including fixed effects yield statistically signifi-
cant coefficients corresponding to the relative performance variables.

The signs of the respective coefficients—negative sign of the past performance 
measure and positive sign for the squared term—suggest a U-shaped relationship, 
i.e. signal providers increase the traded share of lottery-like stocks when exhibit-
ing relatively good or relatively bad performance. These results are not particularly 
surprising. Schneider and Oehler (2021) report a similar pattern for traded currency 
pairs which exhibit extreme past daily returns.

The dummy variable indicating whether a signal provider has invested his own 
money in the corresponding wikifolio certificate ( RealMoneyi ) is significantly positive 
in all regression specifications, i.e. signal providers with an investment in their own wiki-
folio are more likely to trade a higher share of lotteries. The dummy variables indicating 
whether an ETF ( ETFi,t ), ETP ( ETPi,t ) or derivative ( Derivativei,t ) is traded within wiki-
folio i in month t are significantly negative in all conducted regressions. Signal providers 
trading ETFs, ETPs, or Derivatives may, on average, be less likely to trade stocks due 
to their pursued trading strategy focusing on non-stock instruments. Furthermore, sig-
nal providers trading derivatives do not depend on stocks when intending to trade assets 
with lottery-like payoffs. Although not significant in all models, the regression analy-
ses yield positive coefficients relating to the variable depicting the level of a wikifolio’s 
performance fee ( Feei ). As described in Sect. 3.4, performance fees are determined by 
signal providers when creating the wikifolio. In this context, the following applies: The 
higher the performance fee, the better the prospect of high compensation. Signal provid-
ers with self-selected high performance fees might have a stronger focus on receiving a 
certain level of benefits from the wikifolio platform, and thus try to substantially exceed 
previous high watermarks by trading lottery-like stocks more frequently.
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4.3  Transactions nonlottery‑like stocks

To gain further insights, we assess if relative peer performance has a significant 
impact on the share of traded nonlottery stocks (Kumar 2009).25 Therefore, we 
set the relative monthly number/volume of nonlottery-like stocks traded ( RTNLnum

i,t

/RTNLvol
i,t

 ) as the according dependent variable:

TNLnum
i,t

/TNLvol
i,t

 denote the monthly number/volume of traded nonlottery-like 
stocks. As before, all wikifolio-month observations with no conducted transaction 
are excluded. The corresponding dependent variables are transformed for the con-
stituent regression analyses by adding the constant 1 and then applying the natural 
logarithm:

As in the previous analyses, we set relative past wikifolio performance 
( RRi,t−1∕RR

t−1

i,t−6
 ) as relevant independent variable. The previously depicted panel 

regression is applied. Results of the regression analysis are reported in Table  4 
(Panel B and Panel D).

Our results indicate an inverse U-shaped quadratic relationship, i.e. signal provid-
ers administering wikifolios with more moderate peer performance are more likely 
to trade nonlottery-like stocks. The coefficients corresponding to relative past per-
formance are highly significant within all model specifications.

4.4  Net lottery flow

In order to gain a deeper understanding of the relationship between relative past 
performance and the traded share of lottery-like stocks, we create two further 
dependent variables respectively reflecting the share of lottery-like stock purchases 
( RILnum

i,t
∕RILvol

i,t
 ) and the share of lottery-like stock sales ( RSLnum

i,t
∕RSLvol

i,t
):

(10)RTNLnum
i,t

=
TNLnum

i,t

Tnum
i,t

/

RTNLvol
i,t

=
TNLvol

i,t

Tvol
i,t

,

(11)lnRTNLnum
i,t

= ln
(

1 + RTNLnum
i,t

)/

lnRTNLvol
i,t

= ln
(

1 + RTNLvol
i,t

)

.

(12)RILnum
i,t

=
ILnum

i,t

Inum
i,t

/

RILvol
i,t

=
ILvol

i,t

Ivol
i,t

,

(13)RSLnum
i,t

=
SLnum

i,t

Snum
i,t

/

RSLvol
i,t

=
SLvol

i,t

Svol
i,t

.

25 As defined by Kumar (2009), nonlottery-like stocks exhibit below median idiosyncratic volatility, 
below median idiosyncratic skewness, and above median price.
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Inum
i,t

∕Ivol
i,t

 denote the number/volume of purchase transactions conducted within wiki-
folio i in month t ; accordingly, Snum

i,t
∕Svol

i,t
 denote the number/volume of sale trans-

actions. ILnum
i,t

∕ILvol
i,t

 reflects the number/volume of lottery-like stock purchases; 
SLnum

i,t
∕SLvol

i,t
 depicts the number/volume of lottery-like stock sales. As before, we 

transform the respective dependent variables for the constituent regression analyses 
by adding the constant 1 and then applying the natural logarithm:

The obtained results are roughly similar to those of the previous model where the 
relative share of traded lottery-like stocks is set as dependent variable. Hence, the effect 
regarding the traded share of lotteries cannot clearly be attributed to purchases or sales.

The results obtained through the previous analyses do not allow us to make a 
statement about the net exposure towards risk. Addressing this issue—trying to 
obtain an indication regarding the relation between the net exposure towards risk 
induced by lottery-like stocks and relative past performance—we assess the cumula-
tive net investment into lottery-like stocks. In this context, we compute the net lot-
tery flow ( LFnum,t

i,t=1
∕LFvol,t

i,t=1
 ) as the difference between the cumulative number/volume 

of lottery-like stock purchases and the cumulative number/volume of lottery-like 
stock sales from the creation of wikifolio i to month t:

The initial panel regression is applied where we focus on relative past wikifo-
lio performance ( RRi,t−1∕RR

t−1

i,t−6
 ) as the primarily relevant independent variable. 

All variables are displayed and described in Appendix Table 11. The results of the 
regression analysis are reported in Table 5.

Our results indicate a negative linear relationship between the net lottery flow 
and relative past wikifolio performance. When the net lottery flow variable is based 
on volume ( LFvol,T

i,t=1
 ), the performance measure is not statistically significant in all 

regression specifications. However, when wikifolio-level fixed effects are included, 
the performance measure is statistically significant at the per mill level. The obtained 
results suggest that signal providers increase the net position of lottery-like stocks 
when underperforming their peers.

4.5  Evaluation of main empirical results

To sum up, our results indicate a quadratic relationship between the primarily exam-
ined independent variable, relative past wikifolio performance, and the traded share 

(14)lnRILnum
i,t

= ln
(

1 + RILnum
i,t

)/

lnRILvol
i,t

= ln
(

1 + RILvol
i,t

)

,

(15)lnRSLnum
i,t

= ln
(

1 + RSLnum
i,t

)/

lnRSLvol
i,t

= ln
(

1 + RSLvol
i,t

)

.

(16)

LF
num, t

i,t=1
=

t
∑

t=1

LInum
i,t

−

t
∑

t=1

LSnum
i,t

∕LFvol,t

i,t=1
= ln

(

t
∑

t=1

LIvol
i,t

)

− ln

(

t
∑

t=1

LSvol
i,t

)
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of lottery-like stocks: Signal providers exhibiting relatively bad past performance 
and signal providers exhibiting relatively good past performance seem to trade a 
higher share of lottery-like stocks as defined by Kumar (2009).

The observed results might be explained by several well-documented behavioral 
phenomena as well as peculiarities of the social trading platform and the established 
signal provider compensation scheme.

Regarding signal providers at the lower end of the performance spectrum, i.e. 
signal providers administering underperforming wikifolios, there are several factors 
which may induce lottery trading. Underperforming wikifolios are unlikely to gener-
ate—or maintain—a desirable base of signal followers. Accounting for their limited 
monetary downside risk (see Sects. 3.1 and 3.4), signal providers corresponding to 
wikifolios at the lower end of the relative performance spectrum have little to lose. 
Due to their specific return characteristics, i.e. high idiosyncratic volatility and posi-
tive idiosyncratic skewness (Kumar 2009), lottery-like stocks may be particularly 
appealing to signal providers looking to improve the positioning of an underper-
forming wikifolio.

Hoping for an exceptionally high positive return, previously underperforming 
signal providers may include lottery-like stocks more frequently into their corre-
sponding wikifolios. In turn, when included lottery-like stocks fail to deliver the 
desired return, signal providers may shortly thereafter replace the corresponding 
assets.

With regard to signal providers operating wikifolios at the upper end of the 
peer performance range, overconfidence might be a suitable explanation for the 
observed results. Barber and Odean (2001), Broihanne et  al. (2014), De Long 
et  al. (1991), and Odean (1999) document a positive relation between overcon-
fidence and risk taking. When their overconfidence is increased due to good 
relative past performance (Gervais and Odean 2001; Odean 1999; Statman et al. 
2006), signal providers might be drawn to assets exhibiting more risk and thus 
increase the proportion of traded lottery-like stocks. Furthermore, overconfident 
traders overestimate the precision of their information (Benos 1998; Daniel et al. 
1998; Odean 1998; 1999), and thus may severely overestimate their ability to 
make profits by timing the market. When believing to have precise or superior 
information, signal providers may increase trading with regard to stocks where 
major (positive) price movements are more likely, i.e. stocks exhibiting high idi-
osyncratic volatility and high idiosyncratic skewness—lottery characteristics 
(Kumar 2009).

The obtained results indicate an inverted U-shape quadratic relationship between 
relative past performance and the traded share of nonlottery-like stocks. Hence, 
signal providers administering wikifolios with more moderate peer performance 
are more likely to trade low idiosyncratic volatility and low idiosyncratic skewness 
stocks. Signal providers located somewhere in the middle of the relative perfor-
mance spectrum may pursue an investment strategy focusing on feasible long-term 
returns—instead of speculating on potential (short-term) extreme returns. Thus, 
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those signal providers may be more prone to invest in stocks exhibiting low levels of 
(idiosyncratic) volatility and (idiosyncratic) skewness.

Addressing the net exposure towards risk induced by lottery-like stocks, we 
report a negative linear relation between net lottery flow and the applied relative 
performance variables. In addition to trading lottery-like stocks more frequently, 
our results indicate that signal providers administering underperforming wikifolios 
increase their net exposure towards lottery-like stocks. Even though signal pro-
vider compensation is not directly linked to a corresponding administered wikifo-
lio’s ranking, the platform’s compensation scheme (see Sect. 3.4) indirectly imposes 
tournament incentives as signal providers must achieve a position reasonably suited 
for generating attention from signal followers.26 Regarding the lower end of the rela-
tive performance spectrum, our results are in line with Kirchler et al. (2018), who 
provide evidence that tournament incentives increase risk-taking among underper-
forming traders.

Allowing signal providers to simultaneously operate more than one account, 
a feature common to social trading platforms27, may further help to explain why 
underperforming signal providers exhibit an increased preference for lottery-like 
stocks. The wikifolio platform enables signal providers to operate up to eight wiki-
folios at the same time with no or limited exposure to their generated returns.28 
As unsuccessful wikifolios may be closed—and potentially replaced—at any time, 
signal providers incur very limited costs when abandoning unsuccessful projects. 
Hence, signal providers with underperforming wikifolios may be particularly 
inclined to employ lottery-like characteristics—speculating on the unlikely but pos-
sible event of an extreme positive return—in an attempt to turn around a fruitless 
portfolio.

In brief, our results suggest that peer performance in social trading is a signifi-
cant factor with regard to signal provider gambling behavior. Attaining a position 
at the upper or at the lower end of the performance spectrum may induce signal 
providers to trade lottery-like stocks more frequently. Furthermore, signal provid-
ers operating wikifolios which have previously underperformed increase their net 
exposure towards lottery-like stocks, exposing their followers to lottery-like return 
characteristics.

Although our results are consistent, we can’t exclude the existence of an omitted 
variable. We acknowledge the possibility that the regression analyses may be subject 
to omitted variable bias (Clarke 2005).

26 With regard to social trading, Röder and Walter (2019) provide evidence that investment flows follow 
past performance reflected by raw returns.
27 For example, the ZuluTrade social trading platform enables signal providers to simultaneously admin-
ister up to ten trader accounts.
28 Only when acquiring issued certificates associated to their administered wikifolios, signal providers 
gain exposure to their generated returns.
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5  Robustness

5.1  Alternative definition for lottery‑like stocks

First, in order to test the robustness of our results, we select a definition of lottery-
like stocks that differs from Kumar’s (2009) classification. A relatively simple and 
more intuitive definition is introduced by Bali et al. (2011) who define stocks with 
extreme past daily returns as lottery-like assets. Stocks are sorted into decile portfo-
lios based on the constituent maximum daily return over the past month. Stocks in 
the highest decile portfolio ( Max ), i.e. stocks exhibiting the highest constituent daily 
return over the previous month, are categorized as lottery-like. As a variation, decile 
portfolios are formed based on the average comprising the five highest returns of 
the previous month. Accordingly, stocks in the highest decile portfolio ( Max5 ), i.e. 
stocks exhibiting the highest average regarding the five highest daily returns over the 
previous month, are categorized as lottery-like.

Signal providers on the wikifolio platform are mostly individual investors. Assum-
ing limited cognitive processing capabilities and, in this context, limited investor 
attention (Barber and Odean 2008; Kahneman 1973; Odean 1999), signal providers 
may select lottery-like assets solely based on maximum past returns. Kumar (2009) 
argues that investors are searching for cheap bets and thus should tend towards low-
priced stocks. Consequently, Kumar (2009) employs stock price as one of the defin-
ing criteria for lottery-like stocks. However, since signal provider portfolios on the 
wikifolio platform are purely virtual, i.e. signal providers simply chose their starting 
capital when creating a wikifolio, the price criterion might not be as relevant.

Employing Bali et  al.’s (2011) definitions of lottery-like stocks ( Max∕Max5 ) 
leads to results which are very similar to those described in Sects. 4.2, 4.3, and 4.4.

5.2  Alternative benchmarks for lottery‑like stocks

Second, we test the robustness of our results by categorizing lottery-like stocks with 
regard to a different benchmark. As described in Sect.  3.3, signal providers can 
choose from a broad investment universe, including stocks, funds, ETFs, investment 
certificates, and leverage products. Available assets are selected by the wikifolio plat-
form. Hence, within the previous analyses, we might define certain stocks as lottery-
like which would not be categorized as such when a comprehensive country-specific 
stock index was employed as benchmark and vice versa. Based on the number and 
volume of transactions by issuing country (see Appendix Table  8), we select ten 
comprehensive country-specific stock indices.29 The employed indices are displayed 
in Appendix Table 10. We identify lottery-like stocks within each index by applying 

29 Many ETFs and investment funds are issued in Luxembourg, however, there are barley any listed 
stocks with available price data. Thus, even though assets issued in Luxembourg are third most fre-
quently traded by signal providers, we do not include a respective country-specific stock index.
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30 As before, the corresponding regional Fama and French (1993) factors and the momentum (Jegadeesh 
and Titman 1993) factor for computing idiosyncratic volatility and idiosyncratic skewness are obtained 
from the KFDL.

the Kumar (2009) method.30 Subsequently, the information if a stock is identified as 
lottery-like during a respective month is merged to the transaction dataset.

Sorting stocks with regard to comprehensive national stock indices leads to 
results which are very similar to those described in the previous sections.

5.3  Idiosyncratic skewness computation

In our main experiment, we define lottery-like stocks according to Kumar (2009). 
Therefore, idiosyncratic skewness is computed following Harvey and Siddique 
(2000). Idiosyncratic skewness computed according to Harvey and Siddique (2000) 
is under debate for not being a robust measured variable (Hou et al. 2020). There-
fore, in addition, we measure idiosyncratic skewness according to Boyer et  al. 
(2010): Skewness of regression residuals obtained from applying the Fama and 
French (1993) three-factor model. As before, we characterize lottery-like stocks as 
stocks with below median price, above median idiosyncratic volatility ( IVol ) and 
above median idiosyncratic skewness ( ISkew3F).

We conduct our main experiment with idiosyncratic skewness calculated accord-
ing to Boyer et al. (2010). The obtained results are not fundamentally different than 
those previously reported. The U-shaped quadratic relationship between the traded 
share of lottery-like stocks and relative past wikifolio performance is still consist-
ently significant. Likewise, the inverse U-shaped quadratic relationship between 
nonlottery-like stocks and relative past wikifolio remains its significance. Finally, 
as before, we report a negative linear relationship between the net lottery flow and 
relative past wikifolio performance. When the dependent variable is based on vol-
ume, the coefficient of the variable reflecting relative performance is not statistically 
significant in all of the applied regression specifications. Yet, in each specification 
where wikifolio or trader fixed-effects are included, the coefficient is statistically sig-
nificant at the per mill level.

Results from the robustness checks are not included in the paper but available 
upon request.

6  Conclusion

Social trading is a financial innovation which facilitates the interaction of various 
private investors. With regard to signal provider trading behavior, social trading 
platforms enable visibility and traceability. Employing the published information, 
platform users can copy one or several signal providers, i.e. delegate their invest-
ment decisions, and thereby become signal followers (Doering et al. 2015; Oehler 
et al. 2016).
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Previous studies on social trading assess the performance of participants (Dor-
fleitner et  al. 2018; Oehler et  al. 2016), as well as certain behavioral phenomena 
like the disposition effect (Gemayel and Preda 2018a; Glaser and Risius 2018; Pel-
ster and Hofmann 2018), herding (Gemayel and Preda 2018b), attention from peers 
(Pelster and Breitmayer 2019), and the establishment of trust (Wohlgemuth et al. 
2016).

Social trading involves severe asymmetries regarding the distribution of eco-
nomic consequences between signal providers and signal followers and thus creates 
a unique environment for (private) traders. When an administered portfolio performs 
well, the corresponding signal provider is remunerated via performance fees. Fur-
thermore, portfolios with good past performance are placed at the top of the plat-
forms’ selection lists and thus generate attention—the increased attention leading to 
higher inflows and, in consequence, a continued eligibility for remuneration (Röder 
and Walter 2019). On the other hand, a failing portfolio barely bears any conse-
quences for the corresponding signal provider. In the context of social trading, Doer-
ing and Jonen (2018) argue that signal providers face convex incentives—similar 
to managers of hedge funds and mutual funds (Carpenter 2000)—and thus increase 
risk when nearing their high watermark.

We argue that the asymmetries and incentives created by social trading may 
induce signal providers to buy stocks exhibiting a lottery-like return structure 
(Kumar 2009). Analyzing a comprehensive dataset from a popular social trading 
platform, we provide empirical evidence that signal providers tend to increase the 
traded relative share of lottery-like stocks when occupying a position at one of the 
ends of the relative performance spectrum. Furthermore, in line with research on 
tournament incentives (Kirchler et al. 2018), we provide evidence that signal provid-
ers increase the net lottery flow subsequent to underperforming their peers, indicat-
ing an increased net exposure towards risk induced by lottery-like stocks.

As signal provider behavior bears severe and asymmetric consequences for signal 
followers, our results yield valuable implications for (potential) investors as well as 
the operators of social trading platforms.

Appendix

See Tables 6, 7, 8, 9, 10, 11 and 12.
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Table 11  Employed variables

Variable Description

Panel A: Descriptive Statistics
TVol Total volatility; standard deviation of daily returns measured 

over the previous month ( t − 1)/previous six months ( t − 6 to 
t − 1)

IVol Idiosyncratic volatility; standard deviation of the residuals 
obtained by fitting Carhart’s (1997) four-factor model to daily 
returns of the previous month ( t − 1)/previous six months 
( t − 6 to t − 1)

TSkew Total skewness; scaled measure of the third moment of daily 
returns measured over the previous month ( t − 1)/previous six 
months ( t − 6 to t − 1)

ISkew2F Idiosyncratic skewness; scaled measure of the third moment 
of the residuals obtained by following Harvey and Siddique 
(2000): Fitting a two-factor model— RMRF and RMRF2 – to 
daily returns of the previous month ( t − 1)/previous six months 
( t − 6 to t − 1)

ISkew3F Idiosyncratic skewness; scaled measure of the third moment of 
the residuals obtained by following Boyer et al. (2010): Fitting 
the Fama and French (1993) three-factor model to daily returns 
of the previous month ( t − 1)/previous six months ( t − 6 to 
t − 1)

Panel B: Portfolios
Lottery Portfolio containing lottery-like stocks according to Kumar 

(2009): Stocks exhibiting above median idiosyncratic volatil-
ity, above median idiosyncratic skewness, and below median 
price during the previous month ( t − 1)

NonLottery Portfolio containing nonlottery-like stocks according to Kumar 
(2009): Stocks exhibiting below median idiosyncratic volatil-
ity, below median idiosyncratic skewness, and above median 
price during the previous month ( t − 1)

Max Portfolio containing lottery-like stocks according to Bali et al. 
(2011): Stocks are sorted into decile portfolios based on the 
constituent maximum daily return over the previous month 
( t − 1 ); stocks in the highest decile portfolio – stocks exhibit-
ing the highest maximum daily return – are categorized as 
lottery-like

NonMax Portfolio containing nonlottery-like stocks according to Bali 
et al. (2011): Stocks are sorted into decile portfolios based on 
the constituent maximum daily return over the previous month 
( t − 1 ); stocks in the lowest decile portfolio—stocks exhibit-
ing the lowest maximum daily return—are categorized as 
nonlottery-like

Max5 Portfolio containing a variation of lottery-like stocks according 
to Bali et al. (2011): Decile portfolios are formed based on the 
average comprising the five highest daily returns of the previ-
ous month ( t − 1 ); stocks in the highest decile portfolio are 
categorized as lottery-like
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Table 11  (continued)

Variable Description

NonMax5 Portfolio containing a variation of nonlottery-like stocks accord-
ing to Bali et al. (2011): Decile portfolios are formed based 
on the average comprising the five highest daily returns of the 
previous month ( t − 1 ); stocks in the lowest decile portfolio are 
categorized as nonlottery-like

Panel C: Factor Model Variables
Ri,t Raw return of wikifolio/stock i  on day/in month t
RF,t Risk-free return on day/in month t
RMRFt Return of the market portfolio net of the risk-free return on day/

in month t
SMBt Small minus big; factor reflecting performance differences 

between small and large firms on day/in month t  (Fama and 
French (1993))

HMLt High minus low; factor reflecting performance differences 
between firms with a low Price-to-Book ratio and firms with a 
high Price-to-Book ratio on day/in month t  (Fama and French 
(1993))

WMLi Winners minus losers; factor reflecting momentum on day/in 
month t  as identified by Jegadeesh and Titman (1993), i.e. 
persistence of stocks’ historical out- and underperformance

RMWi Robust minus weak; factor reflecting performance differences 
between firms with a robust (high) operating profitability 
and firms with a weak (low) operating profitability on day/in 
month t  (Fama and French (2015))

CMAi Conservative minus aggressive; factor reflecting performance 
differences between firms which invest conservatively and 
firms which invest aggressively on day/in month t  (Fama and 
French (2015))

Panel D: Dependent Variables Panel Regression Analyses
Tnum
i,t

∕Tvol
i,t

Number/volume of assets traded within wikifolio i  in month t

lnTnum
i,t

∕lnTvol
i,t

Number/volume of assets traded withinwikifolio i  in month t  
as employed in the regression analysis. Obtained by adding 
the constant 1 to the number/volume of assets traded and then 
applying the natural logarithm

Inum
i,t

∕Ivol
i,t

Number/volume of assets purchased within wikifolio i  in month 
t

Snum
i,t

∕Svol
i,t

Number/volume of assets sold within wikifolio i  in month t

lnInum
i,t

∕lnIvol
i,t

Number/volume of assets purchased within wikifolio i  in month 
t  as employed in the regression analysis. Obtained by adding 
the constant 1 to the number/volume of assets purchased and 
then applying the natural logarithm

lnSnum
i,t

∕lnSvol
i,t

Number/volume of assets sold within wikifolio i  in month t  as 
employed in the regression analysis. Obtained by adding the 
constant 1 to the number/volume of assets sold and then apply-
ing the natural logarithm

TLnum
i,t

∕TLvol
i,t

Number/volume of traded lottery-like stocks within wikifolio i  
in month t

TNLnum
i,t

∕TNLvol
i,t

Number/volume of traded nonlottery-like stocks within wikifolio 
i  in month t
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Table 11  (continued)

Variable Description

RTLnum
i,t

∕RTLvol
i,t

Share regarding number/volume of traded lottery-like stocks 
relative to number/volume of all traded assets within wikifolio 
i  in month t

RTNLnum
i,t

∕RTNLvol
i,t

Share regarding number/volume of traded nonlottery-like stocks 
relative to number/volume of all traded assets within wikifolio 
i  in month t

lnRTLnum
i,t

∕lnRTLvol
i,t

Share regarding number/volume of traded lottery-like stocks 
relative to number/volume of all traded assets within wikifolio 
i  in month t  as employed in the regression analysis. Obtained 
by adding the constant 1 to the lottery-like stock share (num-
ber/volume) of assets traded and then applying the natural 
logarithm

lnRTNLnum
i,t

∕lnRTNLvol
i,t

Share regarding number/volume of traded nonlottery-like stocks 
relative to number/volume of all traded assets within wikifolio 
i  in month t  as employed in the regression analysis. Obtained 
by adding the constant 1 to the nonlottery-like stock share 
(number/volume) of assets traded and then applying the natural 
logarithm

ILnum
i,t

∕ILvol
i,t

Number/volume of purchased lottery-like stocks within wikifolio 
i  in month t

SLnum
i,t

∕SLvol
i,t

Number/volume of sold lottery-like stocks within wikifolio i  in 
month t

INLnum
i,t

∕INLvol
i,t

Number/volume of purchased nonlottery-like stocks within 
wikifolio i  in month t

SNLnum
i,t

∕SNLvol
i,t

Number/volume of sold nonlottery-like stocks within wikifolio 
i  in month t

RILnum
i,t

∕RILvol
i,t

Share regarding number/volume of purchased lottery-like stocks 
relative to number/volume of all purchased assets within 
wikifolio i  in month t

RSLnum
i,t

∕RSLvol
i,t

Share regarding number/volume of sold lottery-like stocks rela-
tive to number/volume of all purchased assets within wikifolio 
i  in month t

lnRILnum
i,t

∕lnRILvol
i,t

Share regarding number/volume of purchased lottery-like stocks 
relative to number/volume of all purchased assets within 
wikifolio i  in month t  as employed in the regression analysis. 
Obtained by adding the constant 1 to the lottery-like stock 
share (number/volume) of assets purchased and then applying 
the natural logarithm

lnRSLnum
i,t

∕lnRSLvol
i,t

Share regarding number/volume of sold lottery-like stocks rela-
tive to number/volume of all sold assets within wikifolio i  in 
month t  as employed in the regression analysis. Obtained by 
adding the constant 1 to the lottery-like stock share (number/
volume) of assets sold and then applying the natural logarithm

LF
num,t

i,t=1
∕LFvol,t

i,t=1
Net flow into lottery-like stocks; computed as the difference 

between the cumulative number/volume of lottery-like stock 
purchases and the cumulative number/volume of lottery-like 
stock sales from the creation of wikifolio i  to month t

Panel E: Independent Variables Panel Regression Analyses
Ri,t−1 Raw return of wikifolio i  in month t − 1
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Table 11  (continued)

Variable Description

R
t−1

i,t−6
Average raw return of wikifolio i  over the previous six months

RRi,t−1 Relative performance ranking of wikifolio i  with regard to 
the raw return of the previous month ( t − 1 ). The ranking is 
expressed in a number from 1 to 10 . Monthly deciles involving 
all wikifolios in the dataset are employed as threshold values

RR
t−1

i,t−6
Relative performance ranking of wikifolio i  with regard to aver-

age monthly wikifolio raw returns over the previous six months 
( t − 6 to t − 1 ). The ranking is expressed in a number from 1 to 
10 . Monthly deciles involving all wikifolios in the dataset are 
employed as threshold values

Panel F: Metric Control Variables Panel Regression Analyses
Agei,t Months since creation of wikifolio i  at month t
Feei,t Performance fee set by the signal provider when creating wikifo-

lio i  . Performance fees may range from five to 30 percent
wikiNumberi Number of wikifolios which are administered by the signal 

provider corresponding to wikifolio i
Panel G: Dummy Control Variables Panel Regression Analyses
HWMi,t Equals 1 if wikifolio i  reaches a new yearly high watermark in 

month t
Leveragei Equals 1 if signal provider administering wikifolio i  does not 

categorically exclude leverage products from trading activities. 
The wikifolio shows the associated status Attention: Might 
contain leverage products

Reali Equals 1 if the corresponding signal provider has invested at 
least 5000 EUR/CHF in the administered wikifolio. The wiki-
folio shows the associated status Real Money which is updated 
every 90 days. Due to the peculiarities of our dataset, we only 
obtain information about this status at the time the data is 
downloaded. We treat wikifolios as if the status displayed at the 
time of the download is applicable for their entire existence

Mediai Equals 1 if wikifolio i  is administered by a media company. The 
wikifolio shows the associated label Media wikifolio

Manageri Equals 1 if wikifolio i  is administered by a professional asset 
manager. The wikifolio shows the associated label Asset man-
ager wikifolio

Themei Equals 1 if wikifolio i  is a theme-specific wikifolio, i.e. only 
securities that can be assigned to a specific industry or a spe-
cific investment theme are included. The wikifolio shows the 
associated label Theme wikifolio

wowi Equals 1 if wikifolio i  is a wikifolio of wikifolios, i.e. it is only 
invested in wikifolio certificates. The wikifolio shows the asso-
ciated label wikifolio of wikifolio

Investablei Equals 1 if wikifolio i  is investable, i.e. open-ended index cer-
tificates have been issued and are available to signal followers. 
The wikifolio shows the associated status Investable
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Table 11  (continued)

Variable Description

Closingi Equals 1 if wikifolio i  is in the process of closing (only relevant 
when wikifolio certificates have been issued). All correspond-
ing open positions are sold and wikifolio fees are suspended 
(no further price changes) while signal followers are able to 
sell their certificates. The wikifolio shows the associated status 
Closing

Closedi Equals 1 if wikifolio i  is closed. Closed wikifolios remain visible 
on the profile of the corresponding signal provider, however, 
they can no longer be found using the search function on the 
wikifolio platform. The wikifolio shows the associated status 
Closed

ETFi,t Equals 1 if at least one ETF is traded within wikifolio i  in month 
t

ETPi,t Equals 1 if at least one Exchange Traded Product (ETP) is traded 
within wikifolio i  in month t  . Exchange Traded Products 
include Exchange Traded Commodities (ETC) as well as 
Exchange Traded Notes (ETN)

Derivativei,t Equals 1 if at least one derivative is traded within wikifolio i  in 
month t

Notes: The table above briefly defines all employed variables. All data regarding wikifolios is directly 
obtained from the wikifolio platform. Stock market data for the classification of lottery-like stocks is 
acquired from Thomson Reuters Datastream. Factors for the calculation of abnormal returns are obtained 
from the KFLD and Richard Stehle’s homepage



1325

1 3

Social trading: do signal providers trigger gambling?  

Ta
bl

e 
12

  
A

bs
ol

ut
e 

nu
m

be
r a

nd
 v

ol
um

e 
tra

ns
ac

tio
ns

Pa
ne

l A
: R

el
at

iv
e 

pe
rfo

rm
an

ce
 p

re
vi

ou
s m

on
th

N
um

be
r t

ra
ns

ac
tio

ns
Vo

lu
m

e 
tra

ns
ac

tio
ns

(1
)

(2
)

(3
)

(4
)

(5
)

(6
)

(7
)

(8
)

(9
)

(1
0)

(1
1)

(1
2)

(1
3)

(1
4)

�
0.

80
4*

**
0.

80
4*

**
0.

86
5*

**
1.

47
4*

**
0.

89
7*

**
1.

23
8*

**
0.

83
6*

**
4.

64
0*

**
4.

64
0*

**
4.

97
3*

**
6.

23
7*

**
4.

77
2*

**
5.

52
3*

**
4.

90
0*

**
(2

0.
74

)
(1

7.
42

)
(9

1.
74

)
(2

27
.9

8)
(9

6.
03

)
(2

08
.7

7)
(8

4.
11

)
(2

9.
38

)
(2

6.
95

)
(1

47
.7

7)
(2

35
.6

6)
(1

30
.8

5)
(2

27
.5

1)
(1

26
.3

5)
R
R
i,
t−
1

−
0.

10
3*

**
−

0.
10

3*
**

−
0.

10
0*

**
−

0.
01

9*
**

−
0.

06
0*

**
−

0.
02

1*
**

−
0.

06
2*

**
−

0.
38

3*
**

−
0.

38
3*

**
−

0.
35

9*
**

−
0.

09
9*

**
−

0.
21

8*
**

−
0.

10
6*

**
−

0.
22

4*
**

(−
9.

86
)

(−
8.

22
)

(−
31

.8
7)

(−
7.

49
)

(−
22

.1
0)

(−
8.

19
)

(−
22

.8
6)

(−
10

.3
9)

(−
9.

16
)

(−
32

.0
6)

(−
9.

39
)

(−
20

.6
0)

(−
10

.1
4)

(−
21

.2
6)

(R
R
i,
t−
1
)2

0.
01

0*
**

0.
01

0*
**

0.
00

9*
**

0.
00

3*
**

0.
00

6*
**

0.
00

3*
**

0.
00

6*
**

0.
03

6*
**

0.
03

6*
**

0.
03

4*
**

0.
01

2*
**

0.
02

3*
**

0.
01

2*
**

0.
02

3*
**

(9
.8

1)
(8

.2
9)

(3
3.

90
)

(1
1.

78
)

(2
6.

59
)

(1
2.

28
)

(2
7.

12
)

(1
0.

59
)

(9
.3

8)
(3

4.
15

)
(1

2.
68

)
(2

4.
28

)
(1

3.
42

)
(2

4.
91

)
L
ev
er
a
g
e

0.
52

5*
**

0.
52

5*
**

0.
49

3*
**

0.
28

9*
**

0.
30

6*
**

1.
41

1*
**

1.
41

1*
**

1.
23

3*
**

0.
64

9*
**

0.
63

8*
**

(2
0.

74
)

(1
7.

51
)

(1
07

.5
7)

(4
8.

29
)

(5
0.

76
)

(1
8.

85
)

(1
6.

45
)

(7
5.

37
)

(2
7.

74
)

(2
7.

14
)

R
ea
lM

o
n
e
y

0.
69

8*
**

0.
69

8*
**

0.
67

5*
**

0.
73

4*
**

0.
72

1*
**

1.
72

3*
**

1.
72

3*
**

1.
61

3*
**

1.
70

1*
**

1.
69

1*
**

(1
0.

71
)

(8
.4

2)
(6

3.
11

)
(4

9.
98

)
(4

9.
21

)
(1

1.
73

)
(9

.6
2)

(4
2.

24
)

(2
9.

65
)

(2
9.

59
)

In
ve
st
a
b
le

0.
66

0*
**

0.
66

0*
**

0.
67

7*
**

0.
58

0*
**

0.
56

1*
**

1.
89

5*
**

1.
89

5*
**

1.
98

8*
**

1.
53

1*
**

1.
57

1*
**

(2
8.

39
)

(2
3.

11
)

(1
50

.3
7)

(8
7.

17
)

(8
3.

60
)

(2
3.

15
)

(1
9.

85
)

(1
23

.7
1)

(5
8.

92
)

(5
9.

93
)

C
lo
si
n
g

0.
46

5*
**

0.
46

5*
0.

44
9*

**
0.

70
7*

**
0.

68
1*

**
1.

19
3*

*
1.

19
3*

**
1.

09
1*

**
1.

70
2*

**
1.

77
9*

**
(2

.6
6)

(1
.9

5)
(1

2.
53

)
(1

6.
86

)
(1

6.
28

)
(2

.4
3)

(1
.9

7)
(8

.5
3)

(1
0.

39
)

(1
0.

90
)

C
lo
se
d

0.
43

2*
**

0.
43

2*
**

0.
49

8*
**

0.
29

2*
**

0.
25

4*
**

1.
24

9*
**

1.
24

9*
**

1.
61

0*
**

0.
88

6*
**

0.
94

9*
**

(1
2.

48
)

(9
.9

5)
(6

6.
00

)
(3

4.
67

)
(2

9.
44

)
(1

0.
49

)
(8

.9
4)

(5
9.

81
)

(2
6.

97
)

(2
8.

15
)

F
ee

1.
27

8*
**

1.
27

8*
**

1.
37

6*
**

1.
81

4*
**

1.
73

1*
**

4.
38

2*
**

4.
38

2*
**

4.
97

1*
**

5.
25

0*
**

5.
22

0*
**

(9
.1

0)
(6

.7
9)

(4
8.

40
)

(4
6.

28
)

(4
4.

15
)

(1
0.

69
)

(8
.2

9)
(4

8.
99

)
(3

4.
30

)
(3

4.
11

)
M
ed
ia

0.
03

7
0.

03
7

0.
00

5
−

0.
14

5
−

0.
14

5
−

0.
29

9*
**

(0
.2

0)
(0

.1
8)

(0
.1

9)
(−

0.
29

)
(−

0.
26

)
(−

3.
02

)
M
a
n
a
g
er

−
0.

26
3*

**
−

0.
26

3
−

0.
28

2*
**

0.
69

0*
0.

69
0

0.
58

9*
**

(−
2.

83
)

(−
1.

61
)

(−
13

.3
3)

(1
.8

7)
(1

.2
4)

(7
.8

1)
T
h
em

e
−

1.
61

3*
**

−
1.

61
3*

**
−

1.
57

5*
**

−
5.

90
1*

**
−

5.
90

1*
**

−
5.

68
1*

**
(−

15
.0

4)
(−

27
.3

6)
(−

21
.0

5)
(−

11
.2

9)
(−

33
.1

5)
(−

21
.2

7)



1326 A. Oehler, J. Schneider 

1 3

Ta
bl

e 
12

  (
co

nt
in

ue
d)

Pa
ne

l A
: R

el
at

iv
e 

pe
rfo

rm
an

ce
 p

re
vi

ou
s m

on
th

N
um

be
r t

ra
ns

ac
tio

ns
Vo

lu
m

e 
tra

ns
ac

tio
ns

(1
)

(2
)

(3
)

(4
)

(5
)

(6
)

(7
)

(8
)

(9
)

(1
0)

(1
1)

(1
2)

(1
3)

(1
4)

w
ik
iN
u
m
b
er

0.
03

0*
**

0.
03

0*
**

0.
02

9*
**

0.
08

4*
**

0.
08

4*
**

0.
08

0*
**

(1
4.

16
)

(8
.0

0)
(6

9.
83

)
(1

3.
75

)
(7

.3
8)

(5
3.

07
)

H
W
M

0.
25

3*
**

0.
25

3*
**

0.
28

0*
**

0.
25

8*
**

0.
26

9*
**

0.
27

3*
**

0.
28

5*
**

1.
00

9*
**

1.
00

9*
**

1.
08

2*
**

1.
03

8*
**

1.
06

6*
**

1.
04

5*
**

1.
08

4*
**

(8
.0

6)
(7

.9
9)

(5
6.

67
)

(8
1.

63
)

(7
7.

75
)

(7
4.

27
)

(7
1.

37
)

(6
.8

8)
(6

.8
5)

(6
1.

36
)

(8
0.

29
)

(7
9.

02
)

(6
9.

62
)

(6
9.

48
)

A
g
e

−
0.

01
0*

**
−

0.
01

0*
**

−
0.

01
4*

**
−

0.
01

1*
**

−
0.

01
0*

**
−

0.
00

6*
**

−
0.

04
4*

**
−

0.
04

4*
**

−
0.

06
6*

**
−

0.
03

4*
**

−
0.

03
4*

**
−

0.
04

1*
**

(−
9.

12
)

(−
8.

69
)

(−
10

1.
20

)
(−

99
.2

8)
(−

84
.4

8)
(−

26
.5

8)
(−

8.
92

)
(−

8.
68

)
(−

13
2.

34
)

(−
75

.1
3)

(−
73

.5
1)

(−
43

.9
9)

R
2

0.
11

76
0.

11
76

0.
13

25
0.

58
61

0.
47

34
0.

58
93

0.
47

75
0.

08
90

0.
08

90
0.

11
69

0.
44

51
0.

35
78

0.
44

99
0.

36
35

Pa
ne

l B
: R

el
at

iv
e 

pe
rfo

rm
an

ce
 p

re
vi

ou
s 6

 m
on

th
s

(1
)

(2
)

(3
)

(4
)

(5
)

(6
)

(7
)

(8
)

(9
)

(1
0)

(1
1)

(1
2)

(1
3)

(1
4)

�
0.

77
0*

**
0.

77
0*

**
0.

81
1*

**
1.

37
9*

**
0.

80
8*

**
1.

14
3*

**
0.

74
3*

**
4.

39
6*

**
4.

39
6*

**
4.

63
0*

**
5.

84
6*

**
4.

39
4*

**
5.

11
8*

**
4.

49
4*

**

(1
9.

82
)

(1
6.

28
)

(8
5.

31
)

(2
00

.9
5)

(8
4.

74
)

(1
78

.5
0)

(7
3.

71
)

(2
7.

16
)

(2
4.

76
)

(1
36

.4
6)

(2
08

.0
1)

(1
18

.0
1)

(1
95

.3
2)

(1
14

.1
4)

R
R
t−
1

i,
t−
6

−
0.

09
9*

**
−

0.
09

9*
**

−
0.

08
7*

**
−

0.
00

1
−

0.
04

2*
**

0.
00

0*
**

−
0.

04
3*

**
−

0.
33

4*
**

−
0.

33
4*

**
−

0.
26

5*
**

−
0.

01
6

−
0.

13
7*

**
−

0.
01

3*
**

−
0.

13
0*

**

(−
8.

16
)

(−
6.

99
)

(−
27

.3
4)

(−
0.

21
)

(−
15

.0
6)

(−
0.

12
)

(−
15

.1
7)

(−
7.

81
)

(−
6.

97
)

(−
23

.3
2)

(−
1.

45
)

(−
12

.4
7)

(−
1.

16
)

(−
11

.9
0)

( R
R
t−
1

i,
t−
6
)2

0.
01

0*
**

0.
01

0*
**

0.
00

9*
**

0.
00

3*
**

0.
00

6*
**

0.
00

3*
**

0.
00

6*
**

0.
03

5*
**

0.
03

5*
**

0.
03

0*
**

0.
01

1*
**

0.
02

2*
**

0.
01

1*
**

0.
02

1*
**

(9
.5

6)
(8

.1
8)

(3
2.

20
)

(1
0.

66
)

(2
5.

77
)

(1
0.

55
)

(2
5.

90
)

(9
.8

5)
(8

.7
5)

(2
9.

78
)

(1
0.

76
)

(2
2.

52
)

(1
0.

74
)

(2
2.

24
)

L
ev
er
a
g
e

0.
52

2*
**

0.
52

2*
**

0.
49

3*
**

0.
29

1*
**

0.
30

8*
**

1.
41

0*
**

1.
41

0*
**

1.
24

6*
**

0.
66

0*
**

0.
65

3*
**

(2
0.

84
)

(1
7.

51
)

(1
06

.9
7)

(4
8.

60
)

(5
1.

13
)

(1
9.

02
)

(1
6.

55
)

(7
5.

72
)

(2
8.

20
)

(2
7.

72
)

R
ea
lM

o
n
e
y

0.
68

8*
**

0.
68

8*
**

0.
66

6*
**

0.
71

6*
**

0.
70

3*
**

1.
67

7*
**

1.
67

7*
**

1.
56

9*
**

1.
63

5*
**

1.
62

5*
**

(1
0.

58
)

(8
.3

2)
(6

2.
18

)
(4

8.
84

)
(4

8.
08

)
(1

1.
43

)
(9

.3
6)

(4
1.

05
)

(2
8.

54
)

(2
8.

48
)

In
ve
st
a
b
le

0.
65

8*
**

0.
65

8*
**

0.
67

5*
**

0.
57

3*
**

0.
55

4*
**

1.
88

5*
**

1.
88

5*
**

1.
97

9*
**

1.
50

5*
**

1.
54

3*
**

(2
8.

48
)

(2
3.

09
)

(1
49

.8
2)

(8
6.

25
)

(8
2.

57
)

(2
3.

25
)

(1
9.

86
)

(1
23

.1
4)

(5
8.

03
)

(5
8.

95
)

C
lo
si
n
g

0.
45

6*
*

0.
45

6*
0.

44
2*

**
0.

70
8*

**
0.

68
1*

**
1.

15
4*

*
1.

15
4*

1.
05

8*
**

1.
70

8*
**

1.
78

2*
**



1327

1 3

Social trading: do signal providers trigger gambling?  

Pa
ne

l B
: R

el
at

iv
e 

pe
rfo

rm
an

ce
 p

re
vi

ou
s 6

 m
on

th
s

(1
)

(2
)

(3
)

(4
)

(5
)

(6
)

(7
)

(8
)

(9
)

(1
0)

(1
1)

(1
2)

(1
3)

(1
4)

(2
.6

0)
(1

.9
1)

(1
2.

33
)

(1
6.

91
)

(1
6.

31
)

(2
.3

6)
(1

.8
9)

(8
.2

8)
(1

0.
44

)
(1

0.
94

)

C
lo
se
d

0.
43

5*
**

0.
43

5*
**

0.
50

1*
**

0.
30

1*
**

0.
26

2*
**

1.
26

7*
**

1.
26

7*
**

1.
62

8*
**

0.
92

2*
**

0.
98

0*
**

(1
2.

55
)

(1
0.

01
)

(6
6.

35
)

(3
5.

82
)

(3
0.

35
)

(1
0.

63
)

(9
.0

5)
(6

0.
46

)
(2

8.
10

)
(2

9.
11

)

F
ee

1.
28

6*
**

1.
28

6*
**

1.
38

9*
**

1.
81

1*
**

1.
72

6*
**

4.
44

0*
**

4.
44

0*
**

5.
05

8*
**

5.
25

0*
**

5.
21

6*
**

(9
.1

7)
(6

.8
4)

(4
8.

86
)

(4
6.

29
)

(4
4.

11
)

(1
0.

86
)

(8
.4

1)
(4

9.
85

)
(3

4.
35

)
(3

4.
14

)

M
ed
ia

0.
04

0
0.

04
0

0.
00

8
−

0.
13

7
−

0.
13

7
−

0.
29

5*
**

(0
.2

1)
(0

.2
0)

(0
.2

8)
(−

0.
28

)
(−

0.
25

)
(−

2.
99

)

M
a
n
a
g
er

−
0.

25
7*

**
−

0.
25

7
−

0.
27

7*
**

0.
71

1*
0.

71
1

0.
60

5*
**

(−
2.

76
)

(−
1.

58
)

(−
13

.1
0)

(1
.9

2)
(1

.2
8)

(8
.0

2)

T
h
em

e
−

1.
61

8*
**

−
1.

61
8*

**
−

1.
58

0*
**

−
5.

93
1*

**
−

5.
93

1*
**

−
5.

71
2*

**

(−
14

.9
7)

(−
26

.9
6)

(−
21

.1
2)

(−
11

.2
9)

(−
31

.9
9)

(−
21

.3
9)

w
ik
iN
u
m
b
er

0.
03

0*
**

0.
03

0*
**

0.
02

9*
**

0.
08

4*
**

0.
08

4*
**

0.
08

0*
**

(1
4.

14
)

(7
.9

6)
(6

9.
69

)
(1

3.
77

)
(7

.3
7)

(5
3.

07
)

H
W
M

0.
24

0*
**

0.
24

0*
**

0.
26

0*
**

0.
23

9*
**

0.
24

5*
**

0.
24

5*
**

0.
25

2*
**

0.
93

0*
**

0.
93

0*
**

0.
96

7*
**

0.
95

8*
**

0.
96

9*
**

0.
93

2*
**

0.
94

7*
**

(7
.4

3)
(7

.3
8)

(5
2.

64
)

(7
6.

59
)

(7
1.

60
)

(6
7.

81
)

(6
3.

61
)

(6
.2

2)
(6

.2
0)

(5
4.

92
)

(7
5.

08
)

(7
2.

53
)

(6
2.

91
)

(6
1.

27
)

A
g
e

−
0.

01
0*

**
−

0.
01

0*
**

−
0.

01
4*

**
−

0.
01

1*
**

−
0.

01
0*

**
−

0.
00

6*
**

−
0.

04
3*

**
−

0.
04

3*
**

−
0.

06
6*

**
−

0.
03

4*
**

−
0.

03
4*

**
−

0.
04

0*
**

(−
9.

01
)

(−
8.

58
)

(−
99

.5
0)

(−
98

.9
0)

(−
83

.8
8)

(−
25

.8
2)

(−
8.

83
)

(−
8.

59
)

(−
13

0.
88

)
(−

74
.7

2)
(−

73
.0

1)
(−

43
.3

7)

R
2

0.
11

82
0.

11
82

0.
13

28
0.

58
78

0.
47

54
0.

59
09

0.
47

94
0.

08
98

0.
08

98
0.

11
74

0.
44

69
0.

36
00

0.
45

18
0.

36
57

Ta
bl

e 
12

  (
co

nt
in

ue
d)



1328 A. Oehler, J. Schneider 

1 3

Ta
bl

e 
12

  (
co

nt
in

ue
d)

N
ot

es
 P

an
el

 A
: 

Th
e 

ta
bl

e 
ab

ov
e 

re
po

rts
 th

e 
co

effi
ci

en
ts

 f
or

 th
e 

re
gr

es
si

on
 a

ss
es

si
ng

 th
e 

re
la

tio
n 

be
tw

ee
n 

tra
di

ng
 a

ct
iv

ity
 a

nd
 r

el
at

iv
e 

pa
st 

w
ik

ifo
lio

 p
er

fo
rm

an
ce

. T
he

 
m

on
th

ly
 n

um
be

r/v
ol

um
e 

of
 a

ss
et

s 
tra

de
d 

( ln
T
n
u
m

i,
t
∕
ln
T
v
o
l

i,
t

 ) 
is

 e
m

pl
oy

ed
 a

s 
de

pe
nd

en
t v

ar
ia

bl
e.

 R
R
i,
t−
1
 d

ep
ic

ts
 th

e 
re

la
tiv

e 
pe

rfo
rm

an
ce

 v
ar

ia
bl

e.
 In

 P
an

el
 A

, r
el

at
iv

e 
pe

rfo
r-

m
an

ce
 is

 m
ea

su
re

d 
ov

er
 th

e 
pr

ev
io

us
 m

on
th

. I
n 

sp
ec

ifi
ca

tio
n 

(1
) a

nd
 (8

), 
t-s

ta
tis

tic
s 

co
rr

es
po

nd
 to

 w
ik

ifo
lio

 a
nd

 m
on

th
-c

lu
ste

re
d 

st
an

da
rd

 e
rr

or
s;

 in
 s

pe
ci

fic
at

io
n 

(2
) a

nd
 

(9
), 

st
an

da
rd

 e
rr

or
s 

ar
e 

cl
us

te
re

d 
by

 m
on

th
 a

nd
 s

ig
na

l p
ro

vi
de

r (
Pe

te
rs

en
 2

00
9)

. S
pe

ci
fic

at
io

ns
 (3

) a
nd

 (1
0)

 in
cl

ud
e 

tim
e 

fix
ed

 e
ffe

ct
s. 

Fi
xe

d 
eff

ec
ts

 o
n 

th
e 

w
ik

ifo
lio

-le
ve

l 
ar

e 
in

cl
ud

ed
 in

 s
pe

ci
fic

at
io

ns
 (4

) a
nd

 (1
1)

. T
ra

de
r-l

ev
el

 fi
xe

d 
eff

ec
ts

, i
.e

. f
or

 e
ac

h 
id

en
tifi

ed
 s

ig
na

l p
ro

vi
de

r, 
ar

e 
in

cl
ud

ed
 in

 s
pe

ci
fic

at
io

ns
 (5

) a
nd

 (1
2)

. I
n 

sp
ec

ifi
ca

tio
n 

(6
) 

an
d 

(1
3)

/(7
) a

nd
 (1

4)
, w

e 
si

m
ul

ta
ne

ou
sly

 in
cl

ud
e 

tim
e 

an
d 

w
ik

ifo
lio

/s
ig

na
l p

ro
vi

de
r fi

xe
d 

eff
ec

ts
. B

el
ow

 th
e 

re
gr

es
si

on
 c

oe
ffi

ci
en

ts
, t

-s
ta

tis
tic

s a
re

 d
is

pl
ay

ed
 in

 p
ar

en
th

es
es

. 
Th

e 
sy

m
bo

ls
 *

**
, *

*,
 a

nd
 *

 d
en

ot
e 

st
at

ist
ic

al
 s

ig
ni

fic
an

ce
 a

t t
he

 1
, 5

, a
nd

 1
0%

 le
ve

l, 
re

sp
ec

tiv
el

y.
 T

he
 o

bt
ai

ne
d 

da
ta

 c
ov

er
s 

th
e 

pe
rio

d 
fro

m
 D

ec
em

be
r 2

01
1 

to
 F

eb
ru

ar
y 

20
19

. O
nl

y 
w

ik
ifo

lio
s w

ith
 av

ai
la

bl
e 

re
tu

rn
 d

at
a 

fo
r a

t l
ea

st 
si

x 
m

on
th

s a
re

 in
cl

ud
ed

 in
 th

e 
an

al
ys

is
. A

ll 
em

pl
oy

ed
 v

ar
ia

bl
es

 a
re

 d
es

cr
ib

ed
 in

 A
pp

en
di

x 
Ta

bl
e 

11
N

ot
es

 P
an

el
 B

: 
Th

e 
ta

bl
e 

ab
ov

e 
re

po
rts

 th
e 

co
effi

ci
en

ts
 fo

r 
th

e 
re

gr
es

si
on

 a
ss

es
si

ng
 th

e 
re

la
tio

n 
be

tw
ee

n 
tra

di
ng

 a
ct

iv
ity

 a
nd

 r
el

at
iv

e 
pa

st 
w

ik
ifo

lio
s 

pe
rfo

rm
an

ce
. T

he
 

m
on

th
ly

 n
um

be
r /

 v
ol

um
e 

of
 a

ss
et

s t
ra

de
d 

( I
n
T
n
u
m

i,
t
∕
In
T
v
o
l

i,
t

 ) i
s e

m
pl

oy
ed

 a
s d

ep
en

de
nt

 v
ar

ia
bl

e.
 R

− R

t−
1

i,
t−
6
 d

ep
ic

ts
 th

e 
re

la
tiv

e 
pe

rfo
rm

an
ce

 v
ar

ia
bl

e.
 In

 P
an

el
 B

, r
el

at
iv

e 
pe

rfo
r-

m
an

ce
 is

 m
ea

su
re

d 
ov

er
 th

e 
pr

ev
io

us
 s

ix
 m

on
th

s. 
In

 s
pe

ci
fic

at
io

n 
(1

) a
nd

 (8
), 

t-s
ta

tis
tic

s 
co

rr
es

po
nd

 to
 w

ik
ifo

lio
s 

an
d 

m
on

th
-c

lu
ste

re
d 

st
an

da
rd

 e
rr

or
s;

 in
 s

pe
ci

fic
at

io
n 

(2
) 

an
d 

(9
), 

st
an

da
rd

 e
rr

or
s 

ar
e 

cl
us

te
re

d 
by

 m
on

th
 a

nd
 s

ig
na

l p
ro

vi
de

r (
Pe

te
rs

en
 2

00
9)

. S
pe

ci
fic

at
io

ns
 (3

) a
nd

 (1
0)

 in
cl

ud
e 

tim
e 

fix
ed

 e
ffe

ct
s. 

Fi
xe

d 
eff

ec
ts

 o
n 

th
e 

w
ik

ifo
lio

-
le

ve
l a

re
 in

cl
ud

ed
 in

 s
pe

ci
fic

at
io

ns
 (4

) a
nd

 (1
1)

. T
ra

de
r-l

ev
el

 fi
xe

d 
eff

ec
ts

, i
.e

. f
or

 e
ac

h 
id

en
tifi

ed
 s

ig
na

l p
ro

vi
de

r, 
ar

e 
in

cl
ud

ed
 in

 s
pe

ci
fic

at
io

ns
 (5

) a
nd

 (1
2)

. I
n 

sp
ec

ifi
ca

-
tio

n 
(6

) a
nd

 (1
3)

 / 
(7

) a
nd

 (1
4)

, w
e 

si
m

ul
ta

ne
ou

sly
 in

cl
ud

e 
tim

e 
an

d 
w

ik
ifo

lio
s 

/ s
ig

na
l p

ro
vi

de
r fi

xe
d 

eff
ec

ts
. B

el
ow

 th
e 

re
gr

es
si

on
 c

oe
ffi

ci
en

ts
, t

-s
ta

tis
tic

s 
ar

e 
di

sp
la

ye
d 

in
 p

ar
en

th
es

es
. T

he
 s

ym
bo

ls
 *

**
, *

*,
 a

nd
 *

 d
en

ot
e 

st
at

ist
ic

al
 s

ig
ni

fic
an

ce
 a

t t
he

 1
%

, 5
%

, a
nd

 1
0%

 le
ve

l, 
re

sp
ec

tiv
el

y.
 T

he
 o

bt
ai

ne
d 

da
ta

 c
ov

er
s 

th
e 

pe
rio

d 
fro

m
 D

ec
em

be
r 

20
11

 to
 F

eb
ru

ar
y 

20
19

. O
nl

y 
w

ik
ifo

lio
s 

w
ith

 a
va

ila
bl

e 
re

tu
rn

 d
at

a 
fo

r a
t l

ea
st 

si
x 

m
on

th
s 

ar
e 

in
cl

ud
ed

 in
 th

e 
an

al
ys

is
. A

ll 
em

pl
oy

ed
 v

ar
ia

bl
es

 a
re

 d
es

cr
ib

ed
 in

 a
pp

en
di

x 
Ta

bl
e 

11



1329

1 3

Social trading: do signal providers trigger gambling?  

Funding Open Access funding enabled and organized by Projekt DEAL.

Declarations 

Conflict of interest None.

Open Access This article is licensed under a Creative Commons Attribution 4.0 International License, 
which permits use, sharing, adaptation, distribution and reproduction in any medium or format, as long as 
you give appropriate credit to the original author(s) and the source, provide a link to the Creative Com-
mons licence, and indicate if changes were made. The images or other third party material in this article 
are included in the article’s Creative Commons licence, unless indicated otherwise in a credit line to the 
material. If material is not included in the article’s Creative Commons licence and your intended use is 
not permitted by statutory regulation or exceeds the permitted use, you will need to obtain permission 
directly from the copyright holder. To view a copy of this licence, visit http:// creat iveco mmons. org/ licen 
ses/ by/4. 0/.

References

Ackermann C, McEnally R, Ravenscraft D (1999) The performance of hedge funds: risk, return, and 
incentives. J Finance 54:833–874. https:// doi. org/ 10. 1111/ 0022- 1082. 00129

Bali TG, Cakici N, Whitelaw RF (2011) Maxing out: stocks as lotteries and the cross-section of expected 
returns. J Financ Econ 99:427–446. https:// doi. org/ 10. 1016/j. jfine co. 2010. 08. 014

Bali TG, Brown SJ, Murray S, Tang Y (2017) A lottery-demand-based explanation of the beta anomaly. J 
Financ Quant Anal 52:2369–2397. https:// doi. org/ 10. 1017/ S0022 10901 70009 28

Barber BM, Odean T (2000) Trading is hazardous to your wealth: the common stock investment perfor-
mance of individual investors. J Finance 55:773–806. https:// doi. org/ 10. 1111/ 0022- 1082. 00226

Barber BM, Odean T (2001) Boys will be boys: gender, overconfidence, and common stock investment. 
Q J Econ 116:261–292. https:// doi. org/ 10. 1162/ 00335 53015 56400

Barber BM, Odean T (2008) All that glitters: the effect of attention and news on the buying behavior 
of individual and institutional investors. Rev Financ Stud 21:785–818. https:// doi. org/ 10. 1093/ rfs/ 
hhm079

Barberis N, Huang M (2008) Stocks as lotteries: the implications of probability weighting for security 
prices. Am Econ Rev 98:2066–2100. https:// doi. org/ 10. 1257/ aer. 98.5. 2066

Barinov A (2018) Stocks with extreme past returns: Lotteries or insurance? J Financ Econ 129:458–478. 
https:// doi. org/ 10. 1016/j. jfine co. 2018. 06. 007

Benos AV (1998) Aggressiveness and survival of overconfident traders. J Financial Mark 1:353–383. 
https:// doi. org/ 10. 1016/ S1386- 4181(97) 00010-4

Berger ES, Wenzel M, Wohlgemuth V (2018) Imitation-related performance outcomes in social trading: a 
configurational approach. J Bus Res 89:322–327. https:// doi. org/ 10. 1016/j. jbusr es. 2017. 12. 016

Black F (1972) Capital market equilibrium with restricted borrowing. J Bus 45:444–455
Black F, Jensen MC, Scholes M (1972) The capital asset pricing model: some empirical tests. In: Jensen 

MC (ed) Studies in the theory of capital markets. Praeger Publishers Inc., New York
Blau BM, Bowles TB, Whitby RJ (2016) Gambling preferences, options markets, and volatility. J Financ 

Quant Anal 51:515–540. https:// doi. org/ 10. 1017/ S0022 10901 60002 0X
Boyer B, Mitton T, Vorkink K (2010) Expected idiosyncratic skewness. Rev Financ Stud 23:169–202. 

https:// doi. org/ 10. 1093/ rfs/ hhp041
Broihanne MH, Merli M, Roger P (2014) Overconfidence, risk perception and the risk-taking behav-

ior of finance professionals. Finance Res Lett 11:64–73. https:// doi. org/ 10. 1016/j. frl. 2013. 11. 002
Brown SJ, Goetzmann WN, Park J (2001) Careers and survival: competition and risk in the Hedge 

Fund and CTA Industry. J Finance 56:1869–1886. https:// doi. org/ 10. 1111/ 0022- 1082. 00392
Carhart MM (1997) On persistence in mutual fund performance. J Finance 52:57–82. https:// doi. org/ 

10. 1111/j. 1540- 6261. 1997. tb038 08.x
Carpenter JN (2000) Does option compensation increase managerial risk appetite? J Finance 55:2311–

2331. https:// doi. org/ 10. 1111/ 0022- 1082. 00288

http://creativecommons.org/licenses/by/4.0/
http://creativecommons.org/licenses/by/4.0/
https://doi.org/10.1111/0022-1082.00129
https://doi.org/10.1016/j.jfineco.2010.08.014
https://doi.org/10.1017/S0022109017000928
https://doi.org/10.1111/0022-1082.00226
https://doi.org/10.1162/003355301556400
https://doi.org/10.1093/rfs/hhm079
https://doi.org/10.1093/rfs/hhm079
https://doi.org/10.1257/aer.98.5.2066
https://doi.org/10.1016/j.jfineco.2018.06.007
https://doi.org/10.1016/S1386-4181(97)00010-4
https://doi.org/10.1016/j.jbusres.2017.12.016
https://doi.org/10.1017/S002210901600020X
https://doi.org/10.1093/rfs/hhp041
https://doi.org/10.1016/j.frl.2013.11.002
https://doi.org/10.1111/0022-1082.00392
https://doi.org/10.1111/j.1540-6261.1997.tb03808.x
https://doi.org/10.1111/j.1540-6261.1997.tb03808.x
https://doi.org/10.1111/0022-1082.00288


1330 A. Oehler, J. Schneider 

1 3

Cetina Knorr K (2003) From pipes to scopes: the flow architecture of financial markets. Distinktion 
4:7–23. https:// doi. org/ 10. 1080/ 16009 10X. 2003. 96728 57

Chevalier J, Ellison G (1997) Risk taking by mutual funds as a response to incentives. J Political Econ 
105:1167–1200. https:// doi. org/ 10. 1086/ 516389

Clarke KA (2005) The phantom menace: omitted variable bias in econometric research. Confl Manag 
Peace Sci 22:341–352. https:// doi. org/ 10. 1080/ 07388 94050 03391 83

Daniel K, Hirshleifer D, Subrahmanyam A (1998) Investor psychology and security market under- and 
overreactions. J Finance 53:1839–1885. https:// doi. org/ 10. 1111/ 0022- 1082. 00077

De Long JB, Shleifer A, Summers LH, Waldmann RJ (1991) The survival of noise traders in financial 
markets. J Bus 64:1–19. https:// doi. org/ 10. 1086/ 296523

Dirkx P, Peter FJ (2020) The Fama-French five-factor model plus momentum: evidence for the Ger-
man market. Schmalenbach Bus Rev 72:661–684. https:// doi. org/ 10. 1007/ s41464- 020- 00105-y

Doering P, Jonen A (2018) Risk-shifting under convex incentives: evidence from online-managed 
portfolios. SSRN J. https:// doi. org/ 10. 2139/ ssrn. 32349 23

Doering P, Neumann S, Paul S (2015) A primer on social trading networks—institutional aspects and 
empirical evidence. SSRN J. https:// doi. org/ 10. 2139/ ssrn. 22914 21

Doran JS, Jiang D, Peterson DR (2012) Gambling preference and the new year effect of assets with 
lottery features*. Rev Financ 16:685–731. https:// doi. org/ 10. 1093/ rof/ rfr006

Dorfleitner G, Fischer L, Lung C, Willmertinger P, Stang N, Dietrich N (2018) To follow or not to 
follow—an empirical analysis of the returns of actors on social trading platforms. Q Rev Econ 
Finance 70:160–171. https:// doi. org/ 10. 1016/j. qref. 2018. 04. 009

Dorn D, Sengmueller P (2009) Trading as entertainment? Manage Sci 55:591–603
Dorn AJ, Dorn D, Sengmueller P (2015) Trading as gambling. Manage Sci 61:2376–2393. https:// doi. 

org/ 10. 1287/ mnsc. 2014. 1979
Fama EF, French KR (1993) Common risk factors in the returns on stocks and bonds. J Financ Econ 

33:3–56. https:// doi. org/ 10. 1016/ 0304- 405X(93) 90023-5
Fama EF, French KR (2015) A five-factor asset pricing model. J Financ Econ 116:1–22. https:// doi. org/ 

10. 1016/j. jfine co. 2014. 10. 010
Fama EF, French KR (2018) Choosing factors. J Financ Econ 128:234–252. https:// doi. org/ 10. 1016/j. 

jfine co. 2018. 02. 012
Ferreira MA, Keswani A, Miguel AF, Ramos SB (2012) The flow-performance relationship around the 

world. J Bank Financ 36:1759–1780. https:// doi. org/ 10. 1016/j. jbank fin. 2012. 01. 019
Gao X, Lin T-C (2015) Do individual investors treat trading as a fun and exciting gambling activity? 

Evidence from Repeated Natural Experiments. Rev Financ Stud 28:2128–2166. https:// doi. org/ 10. 
1093/ rfs/ hhu075

Gemayel R, Preda A (2018a) Does a scopic regime erode the disposition effect? Evidence from a social 
trading platform. J Econ Behav Organ 154:175–190. https:// doi. org/ 10. 1016/j. jebo. 2018. 08. 014

Gemayel R, Preda A (2018b) Does a scopic regime produce conformism? Herding behavior among trade 
leaders on social trading platforms. Eur J Finance 24:1144–1175. https:// doi. org/ 10. 1080/ 13518 
47X. 2017. 14058 32

Gervais S, Odean T (2001) Learning to be overconfident. Rev Financ Stud 14:1–27. https:// doi. org/ 10. 
1093/ rfs/ 14.1.1

Glaser F, Risius M (2018) Effects of transparency: analyzing social biases on trader performance in social 
trading. J Inf Technol 33:19–30. https:// doi. org/ 10. 1057/ s41265- 016- 0028-0

Harvey CR, Siddique A (2000) Conditional skewness in asset pricing tests. J Finance 55:1263–1295. 
https:// doi. org/ 10. 1111/ 0022- 1082. 00247

Hollstein F (2021) Local, regional, or global asset pricing? J Financ Quant Anal:1–30. https:// doi. org/ 10. 
1017/ S0022 10902 10000 28

Hou K, Xue C, Zhang L (2020) Replicating Anomalies Rev Financ Stud 33:2019–2133. https:// doi. org/ 
10. 1093/ rfs/ hhy131

Hsu J, Yang T-H, Sung P-S (2016) SEO firms’ lottery-like characteristics, institutional ownership, and 
long-run performance. J Bus Res 69:2160–2166. https:// doi. org/ 10. 1016/j. jbusr es. 2015. 12. 024

Jacobs H, Hillert A (2016) Alphabetic bias, investor recognition, and trading behavior. Rev Financ 
20:693–723. https:// doi. org/ 10. 1093/ rof/ rfv060

Jegadeesh N, Titman S (1993) Returns to buying winners and selling losers: implications for stock market 
efficiency. J Finance 48:65. https:// doi. org/ 10. 2307/ 23288 82

Kahneman D (1973) Attention and effort. Prentice Hall series in experimental psychology. Prentice Hall, 
Englewood Cliffs

https://doi.org/10.1080/1600910X.2003.9672857
https://doi.org/10.1086/516389
https://doi.org/10.1080/07388940500339183
https://doi.org/10.1111/0022-1082.00077
https://doi.org/10.1086/296523
https://doi.org/10.1007/s41464-020-00105-y
https://doi.org/10.2139/ssrn.3234923
https://doi.org/10.2139/ssrn.2291421
https://doi.org/10.1093/rof/rfr006
https://doi.org/10.1016/j.qref.2018.04.009
https://doi.org/10.1287/mnsc.2014.1979
https://doi.org/10.1287/mnsc.2014.1979
https://doi.org/10.1016/0304-405X(93)90023-5
https://doi.org/10.1016/j.jfineco.2014.10.010
https://doi.org/10.1016/j.jfineco.2014.10.010
https://doi.org/10.1016/j.jfineco.2018.02.012
https://doi.org/10.1016/j.jfineco.2018.02.012
https://doi.org/10.1016/j.jbankfin.2012.01.019
https://doi.org/10.1093/rfs/hhu075
https://doi.org/10.1093/rfs/hhu075
https://doi.org/10.1016/j.jebo.2018.08.014
https://doi.org/10.1080/1351847X.2017.1405832
https://doi.org/10.1080/1351847X.2017.1405832
https://doi.org/10.1093/rfs/14.1.1
https://doi.org/10.1093/rfs/14.1.1
https://doi.org/10.1057/s41265-016-0028-0
https://doi.org/10.1111/0022-1082.00247
https://doi.org/10.1017/S0022109021000028
https://doi.org/10.1017/S0022109021000028
https://doi.org/10.1093/rfs/hhy131
https://doi.org/10.1093/rfs/hhy131
https://doi.org/10.1016/j.jbusres.2015.12.024
https://doi.org/10.1093/rof/rfv060
https://doi.org/10.2307/2328882


1331

1 3

Social trading: do signal providers trigger gambling?  

Kirchler M, Linder F, Weitzel U (2018) Rankings and risk-taking in the finance industry. J Finance 
73:2271–2302. https:// doi. org/ 10. 1111/ jofi. 12701

Kromidha E, Li MC (2019) Determinants of leadership in online social trading: a signaling theory per-
spective. J Bus Res 97:184–197. https:// doi. org/ 10. 1016/j. jbusr es. 2019. 01. 004

Kumar A (2009) Who gambles in the stock market? J Finance 64:1889–1933. https:// doi. org/ 10. 1111/j. 
1540- 6261. 2009. 01483.x

Kumar A, Page JK (2014) Deviations from norms and informed trading. J Financ Quant Anal 49:1005–
1037. https:// doi. org/ 10. 1017/ S0022 10901 40005 19

Meng Y, Pantzalis C (2018) Monthly cyclicality in retail Investors’ liquidity and lottery-type stocks at the 
turn of the month. J Bank Financ 88:176–191. https:// doi. org/ 10. 1016/j. jbank fin. 2017. 11. 012

Nguyen HT, Truong C (2018) When are extreme daily returns not lottery? At earnings announcements! J 
Financial Mark 41:92–116. https:// doi. org/ 10. 1016/j. finmar. 2018. 05. 001

Odean T (1998) Volume, volatility, price, and profit when all traders are above average. J Finance 
53:1887–1934. https:// doi. org/ 10. 1111/ 0022- 1082. 00078

Odean T (1999) Do Investors trade too much? Am Econ Rev 89:1279–1298. https:// doi. org/ 10. 1257/ aer. 
89.5. 1279

Oehler A, Horn M, Wendt S (2016) Benefits from social trading? Empirical evidence for certificates on 
wikifolios. Int Rev Financial Anal 46:202–210. https:// doi. org/ 10. 1016/j. irfa. 2016. 05. 007

Pelster M, Breitmayer B (2019) Attracting attention from peers: excitement in social trading. J Econ 
Behav Organ 161:158–179. https:// doi. org/ 10. 1016/j. jebo. 2019. 03. 010

Pelster M, Hofmann A (2018) About the fear of reputational loss: social trading and the disposition effect. 
J Bank Financ 94:75–88. https:// doi. org/ 10. 1016/j. jbank fin. 2018. 07. 003

Petersen MA (2009) Estimating standard errors in finance panel data sets: comparing approaches. Rev 
Financ Stud 22:435–480

Röder F, Walter A (2019) What drives investment flows into social trading portfolios? J Financial Res 
42:383–411. https:// doi. org/ 10. 1111/ jfir. 12174

Schneider J, Oehler A (2021) Competition for visibility: When do (FX) signal providers employ lotteries? 
Int Rev Financial Anal 78:101892. https:// doi. org/ 10. 1016/j. irfa. 2021. 101892

Shefrin H, Statman M (1985) The disposition to sell winners too early and ride losers too long: theory 
and evidence. J Finance 40:777–790. https:// doi. org/ 10. 1111/j. 1540- 6261. 1985. tb050 02.x

Sirri ER, Tufano P (1998) Costly search and mutual fund flows. J Finance 53:1589–1622. https:// doi. org/ 
10. 1111/ 0022- 1082. 00066

Spiegel M, Zhang H (2013) Mutual fund risk and market share-adjusted fund flows. J Financ Econ 
108:506–528. https:// doi. org/ 10. 1016/j. jfine co. 2012. 05. 018

Statman M (2002) Lottery Players/stock Traders Financial Anal J 58:14–21. https:// doi. org/ 10. 2469/ faj. 
v58. n1. 2506

Statman M, Thorley S, Vorkink K (2006) Investor overconfidence and trading volume. Rev Financ Stud 
19:1531–1565. https:// doi. org/ 10. 1093/ rfs/ hhj032

Taffler R (2018) Emotional finance: investment and the unconscious. Eur J Finance 24:630–653. https:// 
doi. org/ 10. 1080/ 13518 47X. 2017. 13694 45

Tversky A, Kahneman D (1974) Judgment under uncertainty: heuristics and biases. Science 185:1124–
1131. https:// doi. org/ 10. 1126/ scien ce. 185. 4157. 1124

Tversky A, Kahneman D (1992) Advances in prospect theory: cumulative representation of uncertainty. J 
Risk Uncertainty 5:297–323. https:// doi. org/ 10. 1007/ BF001 22574

Wohlgemuth V, Berger ES, Wenzel M (2016) More than just financial performance: Trusting investors in 
social trading. J Bus Res 69:4970–4974. https:// doi. org/ 10. 1016/j. jbusr es. 2016. 04. 061

Publisher’s Note Springer Nature remains neutral with regard to jurisdictional claims in published maps 
and institutional affiliations.

https://doi.org/10.1111/jofi.12701
https://doi.org/10.1016/j.jbusres.2019.01.004
https://doi.org/10.1111/j.1540-6261.2009.01483.x
https://doi.org/10.1111/j.1540-6261.2009.01483.x
https://doi.org/10.1017/S0022109014000519
https://doi.org/10.1016/j.jbankfin.2017.11.012
https://doi.org/10.1016/j.finmar.2018.05.001
https://doi.org/10.1111/0022-1082.00078
https://doi.org/10.1257/aer.89.5.1279
https://doi.org/10.1257/aer.89.5.1279
https://doi.org/10.1016/j.irfa.2016.05.007
https://doi.org/10.1016/j.jebo.2019.03.010
https://doi.org/10.1016/j.jbankfin.2018.07.003
https://doi.org/10.1111/jfir.12174
https://doi.org/10.1016/j.irfa.2021.101892
https://doi.org/10.1111/j.1540-6261.1985.tb05002.x
https://doi.org/10.1111/0022-1082.00066
https://doi.org/10.1111/0022-1082.00066
https://doi.org/10.1016/j.jfineco.2012.05.018
https://doi.org/10.2469/faj.v58.n1.2506
https://doi.org/10.2469/faj.v58.n1.2506
https://doi.org/10.1093/rfs/hhj032
https://doi.org/10.1080/1351847X.2017.1369445
https://doi.org/10.1080/1351847X.2017.1369445
https://doi.org/10.1126/science.185.4157.1124
https://doi.org/10.1007/BF00122574
https://doi.org/10.1016/j.jbusres.2016.04.061

	Social trading: do signal providers trigger gambling?
	Abstract
	1 Introduction
	2 Literature review
	3 Data and methodology
	3.1 Platform selection
	3.2 Wikifolio data
	3.3 Transaction data
	3.4 Compensation of signal providers
	3.5 Sorting criteria for wikifolios
	3.6 Stock market data and definition of lottery-like stocks
	3.7 Regression model
	3.7.1 Selection of main independent variables
	3.7.2 Monthly transactions
	3.7.3 Monthly relative transactions lottery-like stocks


	4 Results and discussion
	4.1 Monthly transactions
	4.2 Transactions lottery-like stocks
	4.3 Transactions nonlottery-like stocks
	4.4 Net lottery flow
	4.5 Evaluation of main empirical results

	5 Robustness
	5.1 Alternative definition for lottery-like stocks
	5.2 Alternative benchmarks for lottery-like stocks
	5.3 Idiosyncratic skewness computation

	6 Conclusion
	Appendix
	References




