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Abstract: 

The rapid expansion of data-intensive 

financial systems has transformed how firms 

manage risk, pricing, and strategic decision-

making. This study examines the role of 

information asymmetry in data-driven 

finance and its impact on competitive 

financial performance. By analyzing cross-

sectional and longitudinal data from financial 

institutions, the research highlights how 

disparities in access to high-quality financial 

information influence market positioning, 

investment efficiency, and profitability. The 

findings indicate that organizations with 

superior information integration achieve 

measurable competitive advantages, while 

higher asymmetry exacerbates risk and 

limits performance. The study contributes to 

the literature on financial innovation and  

 

 

 

 

 

 

 

 

 

strategic management by linking data 

governance to performance outcomes. 
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Introduction 

The financial industry has undergone a 

dramatic transformation in recent decades, 

largely driven by the integration of big data, 

advanced analytics, and real-time 

information systems. Data-intensive finance, 

characterized by the systematic use of large-

scale datasets and algorithmic modeling, has 

reshaped how financial institutions assess 

risk, price assets, and allocate capital. One 

of the most critical challenges emerging from 

this transformation is information 

asymmetry—the unequal distribution of 

information among market participants. 

Information asymmetry occurs when certain 
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investors or institutions have access to more 

accurate, timely, or complete information 

than others, creating competitive imbalances 

that can significantly influence financial 

performance and market efficiency (Akerlof, 

1970; Healy & Palepu, 2001). In data-

intensive finance, the prevalence of 

sophisticated information systems amplifies 

these asymmetries, as firms with superior 

data analytics capabilities are able to extract 

insights that remain inaccessible to 

competitors, potentially generating 

disproportionate returns (Yacoubian et al., 

2025). 

Financial markets are inherently susceptible 

to information gaps, as participants must 

often make decisions under uncertainty. 

Traditional theories of market behavior, such 

as the signaling model and principal-agent 

frameworks, highlight that asymmetric 

information can distort pricing, exacerbate 

risk, and affect capital allocation efficiency 

(Myers & Majluf, 1984; Fathi et al., 2024). For 

instance, firms with superior access to 

relevant financial data can identify 

undervalued investment opportunities, 

anticipate market movements, or optimize 

their portfolios more effectively than 

competitors operating with incomplete 

information. Conversely, investors or 

institutions with limited data access may be 

forced to rely on proxies, historical trends, or 

publicly available disclosures, which may lag 

behind real-time market dynamics. As a 

result, financial performance becomes 

closely tied to the ability to acquire, process, 

and act upon high-quality information (Chen 

et al., 2013). 

The rise of data-intensive finance has also 

intensified the competitive dimension of 

financial markets. Modern financial 

institutions invest heavily in proprietary data 

platforms, machine learning algorithms, and 

predictive analytics to gain informational 

advantages. Firms that effectively integrate 

structured and unstructured data sources, 

such as transactional records, social media 

sentiment, and alternative financial 

indicators, can generate actionable insights 

that improve trading strategies, risk 

assessment, and customer targeting (Hung 

& Lai, 2022; Meng, 2025). These capabilities 

allow firms not only to enhance profitability 

but also to strengthen their strategic 

positioning relative to competitors. 

Consequently, information asymmetry is no 

longer merely a theoretical concern; it is a 

tangible factor influencing the competitive 

landscape of financial markets and shaping 

the distribution of economic value among 

participants. 

Despite the potential benefits of data-

intensive finance, information asymmetry 

poses significant risks for market stability 

and equitable performance. Firms with 

limited access to advanced analytics may 

face higher transaction costs, increased 



Vol. 3 No. 4 (2026): FJBD                                               Famous Journal of Business and Finance 

3 
 

exposure to adverse selection, and 

suboptimal investment outcomes (Easley et 

al., 1996). Furthermore, information 

asymmetry can exacerbate systemic 

vulnerabilities by concentrating knowledge 

within a subset of market participants, 

thereby increasing the likelihood of 

mispricing, liquidity shocks, or market 

inefficiencies. Regulatory and governance 

mechanisms play a pivotal role in mitigating 

these risks by promoting transparency, 

standardized disclosures, and equitable 

access to financial information. However, the 

rapid evolution of technology and the 

proprietary nature of many analytical tools 

often outpace regulatory oversight, leaving 

persistent asymmetries in place (Healy & 

Palepu, 2001; Khan et al., 2021). 

The literature also emphasizes the 

relationship between information asymmetry 

and corporate financial performance. Firms 

that successfully leverage information 

advantages tend to achieve higher 

profitability, more efficient capital allocation, 

and stronger market resilience (Beber & 

Pagano, 2013). Conversely, persistent 

asymmetry can result in suboptimal 

investment decisions, overestimation of risk, 

or underutilization of opportunities, ultimately 

affecting firm-level and market-level 

outcomes. For example, differential access 

to real-time data allows some investors to 

execute trades with superior timing and 

precision, creating a competitive gap that 

translates directly into financial performance 

disparities (Easley et al., 2016; Biais et al., 

1995). These dynamics highlight the 

strategic importance of data governance, 

internal information flows, and investment in 

analytics infrastructure as mechanisms for 

enhancing firm competitiveness. 

Recent empirical studies underscore that the 

impact of information asymmetry extends 

beyond individual firms to influence broader 

market efficiency. Markets characterized by 

uneven access to information often exhibit 

increased volatility, lower liquidity, and 

mispricing of assets (Hung & Lai, 2022). 

Conversely, when firms integrate advanced 

data analytics and promote information 

transparency, they contribute to price 

discovery, market depth, and more efficient 

capital allocation. In this context, information 

asymmetry functions as both a source of 

competitive advantage for well-equipped 

firms and a potential barrier to equitable 

performance across the industry (Yacoubian 

et al., 2025; Meng, 2025). The dual nature of 

information asymmetry underscores the 

need for empirical research that quantifies its 

effects on firm performance while accounting 

for technological, regulatory, and market 

variables. 

Moreover, the interaction between data-

intensive finance and institutional factors is 

critical in shaping outcomes. Regulatory 

frameworks, corporate governance, and 
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compliance mechanisms can either amplify 

or mitigate the effects of information 

asymmetry. For instance, firms operating in 

markets with robust disclosure standards 

may experience reduced asymmetry, even if 

competitors possess advanced analytics, 

because mandatory reporting ensures a 

baseline of accessible information (Healy & 

Palepu, 2001; Fathi et al., 2024). 

Conversely, in jurisdictions with weaker 

transparency requirements, information 

advantages derived from proprietary data 

can create substantial competitive 

disparities. This suggests that the 

implications of information asymmetry are 

context-dependent, influenced by both firm-

level technological capacity and macro-level 

institutional quality. 

Finally, the growing reliance on big data and 

analytics in finance raises important strategic 

and managerial considerations. Financial 

institutions must not only acquire and 

process information efficiently but also 

implement governance structures that 

ensure data integrity, prevent misuse, and 

align analytical insights with organizational 

objectives (Chen et al., 2013; Khan et al., 

2021). Failure to do so can result in 

operational inefficiencies, reputational risk, 

and lost opportunities for competitive 

advantage. As such, understanding the 

mechanisms through which information 

asymmetry affects financial performance is 

essential for both academics and 

practitioners seeking to optimize strategy, 

risk management, and market positioning. 

In summary, information asymmetry in data-

intensive finance represents a central 

determinant of competitive financial 

performance. Firms with superior data 

capabilities achieve measurable advantages 

in profitability, risk mitigation, and market 

positioning, while those lacking access to 

timely and accurate information face 

constraints that limit growth and efficiency 

(Yacoubian et al., 2025; Easley et al., 1996). 

This introduction establishes the need for a 

systematic investigation into how information 

asymmetry arises, its implications for firm 

competitiveness, and the role of 

technological and institutional interventions 

in shaping financial outcomes. By integrating 

theoretical insights with empirical analysis, 

the present study contributes to the broader 

understanding of financial innovation, 

strategic management, and the dynamics of 

modern capital markets. 

Literature Review 

Information asymmetry has long been 

recognized as a critical factor affecting 

financial markets, corporate strategy, and 

investment outcomes. Early theoretical work 

by Akerlof (1970) established that markets 

with asymmetric information experience 

inefficiencies such as adverse selection and 

mispricing, laying the foundation for 

extensive empirical and theoretical research 
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in finance. In corporate finance, Myers and 

Majluf (1984) expanded this framework, 

demonstrating that when firms possess 

private information about their investment 

opportunities, external financing decisions 

are influenced by the relative information 

available to investors, creating potential 

distortions in capital allocation. These 

foundational insights provide a conceptual 

lens through which modern data-intensive 

financial systems can be analyzed, where 

the scale and complexity of information have 

increased substantially. 

The advent of big data and algorithmic 

finance has significantly amplified 

information asymmetries in contemporary 

markets. Financial institutions with access to 

advanced analytics, machine learning, and 

high-frequency data are able to process vast 

quantities of structured and unstructured 

information, enabling superior risk 

assessment, investment timing, and portfolio 

optimization (Meng, 2025; Hung & Lai, 

2022). Firms lacking comparable capabilities 

may face operational disadvantages, higher 

transaction costs, and reduced 

competitiveness. This dynamic underscores 

the dual role of data-intensive finance as 

both a driver of efficiency and a potential 

source of market inequality, where the 

quality and timeliness of information 

determine competitive positioning 

(Yacoubian et al., 2025). 

Empirical studies highlight that information 

asymmetry directly influences financial 

performance. Easley et al. (1996, 2016) 

demonstrate that differential access to 

market-relevant information affects trade 

execution, liquidity, and pricing accuracy, 

leading to measurable disparities in returns 

among market participants. Similarly, Chen 

et al. (2013) show that firms with high-quality 

financial reporting and robust internal data 

governance can reduce asymmetry, 

improving market valuation and investor 

confidence. The relationship between 

information asymmetry and corporate 

profitability is further supported by Khan et al. 

(2021), who identify its mediating effect on 

the link between diversification strategies 

and firm performance. Collectively, these 

studies indicate that access to superior 

information not only facilitates operational 

efficiency but also creates sustainable 

competitive advantages. 

Institutional and regulatory contexts also play 

a crucial role in mitigating or amplifying 

information asymmetries. Healy and Palepu 

(2001) emphasize that disclosure regulations 

and standardized reporting practices reduce 

knowledge gaps between firms and 

investors, contributing to fairer market 

conditions. Beber and Pagano (2013) and 

Biais et al. (1995) illustrate that regulatory 

interventions, such as short-selling bans or 

structured trading rules, influence how 

information asymmetries manifest in 
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financial markets, affecting liquidity and 

volatility. These findings suggest that 

institutional quality and transparency 

frameworks are as important as 

technological capabilities in determining the 

impact of information asymmetry on 

competitive performance. 

Recent studies integrate these theoretical 

and empirical insights into the context of 

data-driven finance. Fathi et al. (2024) show 

that signaling mechanisms and information 

management strategies shape the cost of 

capital, while Meng (2025) highlights how 

analytics-driven approaches reduce the 

negative effects of asymmetric information. 

Yacoubian et al. (2025) provide 

comprehensive evidence that firms 

leveraging superior data integration achieve 

measurable advantages in profitability, 

investment efficiency, and strategic 

positioning. Across these studies, a 

consistent theme emerges: the ability to 

manage information asymmetry through 

technology, governance, and institutional 

support is central to achieving competitive 

financial performance. 

In summary, the literature underscores that 

information asymmetry remains a 

fundamental determinant of efficiency, risk, 

and profitability in financial markets. Data-

intensive finance magnifies both 

opportunities and challenges, as firms with 

advanced information-processing 

capabilities can capitalize on market 

inefficiencies, whereas those without such 

capacities face strategic disadvantages. 

Institutional frameworks, regulatory 

oversight, and corporate governance 

mechanisms interact with technological 

factors to shape the degree and 

consequences of asymmetry, highlighting 

the multifaceted nature of this phenomenon 

in modern finance. These insights provide 

the theoretical and empirical foundation for 

investigating how information asymmetry 

affects competitive financial performance in 

contemporary data-driven financial systems. 

Methodology 

This study employs a quantitative, cross-

sectional, and panel-based research design 

to investigate the impact of information 

asymmetry on competitive financial 

performance in data-intensive financial 

institutions. The primary objective is to 

measure how disparities in access to, and 

the quality of, financial information influence 

profitability, operational efficiency, and 

strategic outcomes. The analysis focuses on 

a sample of financial firms spanning multiple 

countries and regions to account for 

institutional and regulatory heterogeneity. 

Data and Variables: The dependent 

variable is competitive financial 

performance, operationalized through firm-

level measures such as return on assets 

(ROA), return on equity (ROE), and Tobin’s 
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Q. The main independent variable is 

information asymmetry, proxied by metrics 

such as bid-ask spreads, analyst forecast 

dispersion, proprietary data usage scores, 

and disclosure quality indices (Easley et al., 

1996; Chen et al., 2013; Yacoubian et al., 

2025). Control variables include firm size, 

leverage, liquidity, market capitalization, 

geographic region, and regulatory quality to 

isolate the effect of information asymmetry 

on performance (Healy & Palepu, 2001; 

Fathi et al., 2024). 

Data Sources: Firm-level financial and 

operational data are obtained from 

databases such as Bloomberg, Thomson 

Reuters Eikon, and Compustat. Information 

asymmetry measures, including bid-ask 

spreads and analyst coverage dispersion, 

are derived from market trading data. Data 

on disclosure quality, governance, and 

regulatory compliance are collected from 

corporate reports, standardized filings, and 

institutional indices. 

Empirical Strategy: The study applies panel 

regression analysis to capture both cross-

sectional and temporal variation. Fixed-

effects and random-effects models are 

estimated, with the Hausman test employed 

to determine model suitability. To address 

potential endogeneity between information 

asymmetry and firm performance, 

instrumental variable (IV) techniques are 

used, leveraging exogenous factors such as 

changes in regulatory standards or 

technological adoption rates. Robustness 

checks include alternative model 

specifications, lagged independent 

variables, and sub-sample analyses by firm 

size, region, and market type. 

Analytical Framework: The methodological 

approach is guided by the signaling theory, 

principal-agent models, and asymmetric 

information frameworks. Regression 

coefficients quantify the marginal impact of 

information asymmetry on performance 

metrics, while interaction terms assess 

whether firm-level technological adoption 

moderates this relationship (Myers & Majluf, 

1984; Hung & Lai, 2022). Diagnostic tests for 

multicollinearity, heteroskedasticity, and 

autocorrelation are conducted to ensure 

model reliability. 

This methodology enables a rigorous 

examination of how differences in 

information accessibility and processing 

capability affect competitive outcomes in 

data-intensive financial institutions. By 

combining market-based proxies, firm-level 

operational measures, and institutional 

variables, the study provides both theoretical 

and empirical insights into the mechanisms 

through which information asymmetry 

shapes financial performance. 

Results 

Descriptive Statistics 
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Table 1 presents the descriptive statistics of 

the variables used in the study. Competitive 

financial performance (ROA) exhibits 

substantial variation across firms, reflecting 

differences in operational efficiency, market 

positioning, and data capabilities. 

Information asymmetry, measured through 

bid-ask spreads and analyst forecast 

dispersion, also shows wide dispersion, 

consistent with the notion that access to 

high-quality financial information varies 

across firms (Easley et al., 1996; Yacoubian 

et al., 2025). 

Table 1. Descriptive Statistics 

Variable Mean Std. 

Dev. 

Min Max 

ROA (%) 6.12 3.45 -2.1 15.8 

ROE (%) 12.45 6.78 -5.2 28.3 

Tobin’s Q 1.82 0.67 0.8 3.5 

Bid-Ask 

Spread (%) 

0.18 0.12 0.01 0.56 

Analyst 

Forecast 

Dispersion 

0.22 0.15 0.01 0.65 

Firm Size (log 

assets) 

8.45 1.12 5.2 10.9 

Table 2 shows the panel regression results 

assessing the impact of information 

asymmetry on competitive financial 

performance. The main independent 

variables—bid-ask spreads and forecast 

dispersion—both exhibit significant negative 

coefficients, indicating that higher 

information asymmetry reduces firm 

profitability and market valuation. Control 

variables such as firm size and leverage 

show expected effects: larger firms tend to 

have higher ROA, while excessive leverage 

slightly reduces performance. 

Table 2. Panel Regression Results 

(Dependent Variable: ROA) 

Variable Model 1 Model 2 

Bid-Ask Spread -8.45*** 

(1.23) 

-7.92*** 

(1.31) 

Analyst Forecast 

Dispersion 

-5.67*** 

(1.02) 

-5.14*** 

(1.05) 

Firm Size (log assets) 1.12** 

(0.45) 

1.05** 

(0.47) 

Leverage -0.87* 

(0.46) 

-0.82* 

(0.48) 

Tobin’s Q (control) — 0.52** 

(0.21) 

Constant 10.34*** 9.85*** 

Observations 520 520 

R² (within) 0.42 0.45 



Vol. 3 No. 4 (2026): FJBD                                               Famous Journal of Business and Finance 

9 
 

Notes: Robust standard errors in 

parentheses. *** p < 0.01, ** p < 0.05, * p < 

0.10 

These results indicate that firms with lower 

information asymmetry—those able to 

integrate high-quality data effectively—

achieve superior financial outcomes. The 

coefficients suggest that a 1% increase in 

bid-ask spread is associated with 

approximately an 8.4 percentage point 

reduction in ROA, highlighting the tangible 

impact of information gaps on competitive 

performance (Chen et al., 2013; Yacoubian 

et al., 2025). 

The findings confirm that information 

asymmetry is a key determinant of 

competitive financial performance in data-

intensive finance. Firms that manage to 

reduce asymmetry through superior data 

analytics, real-time information processing, 

and efficient disclosure systems outperform 

peers across profitability, market valuation, 

and operational efficiency metrics. The 

regression and graphical analyses show 

consistent negative relationships between 

information asymmetry proxies (bid-ask 

spreads, forecast dispersion) and 

performance measures (ROA, ROE, Tobin’s 

Q). 

These results align with theoretical 

expectations from signaling and principal-

agent frameworks, which posit that 

asymmetry increases uncertainty and 

transaction costs, ultimately reducing firm 

profitability (Myers & Majluf, 1984; Easley et 

al., 1996). The empirical evidence also 

reinforces prior research highlighting the 

competitive advantage gained by firms 

capable of effectively leveraging high-quality 

data and analytics in decision-making (Hung 

& Lai, 2022; Yacoubian et al., 2025). 

Moreover, the analysis illustrates that the 

negative effects of asymmetry persist even 

after controlling for firm size, leverage, and 

market valuation, suggesting that information 

management is an independent determinant 

of competitive performance. This 

underscores the importance of strategic 

investments in technology, data governance, 

and institutional alignment to mitigate 

asymmetry-related disadvantages. 

Discussion 

The results of this study provide strong 

empirical evidence that information 

asymmetry significantly affects competitive 

financial performance in data-intensive 

financial institutions. Both proxies for 

asymmetry—bid-ask spreads and analyst 

forecast dispersion—demonstrated negative 

relationships with firm performance, 

indicating that higher asymmetry reduces 

profitability, operational efficiency, and 

market valuation (Easley et al., 1996; Chen 

et al., 2013; Yacoubian et al., 2025). The 

scatter plot in Figure 1 and the quartile 

analysis in Figure 2 reinforce this finding, 
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showing that firms with lower information 

asymmetry consistently achieve higher ROA. 

The findings align with classical theoretical 

frameworks, including signaling theory and 

principal-agent models, which emphasize 

that unequal access to information can 

distort capital allocation, increase transaction 

costs, and create competitive disparities 

among firms (Myers & Majluf, 1984; Akerlof, 

1970). In a data-intensive environment, 

these asymmetries are amplified because 

firms with superior analytics and data 

processing capabilities can extract insights 

unavailable to less-equipped competitors, 

thereby translating informational advantages 

into tangible financial gains (Hung & Lai, 

2022; Meng, 2025). 

Additionally, the study highlights the 

importance of institutional and regulatory 

contexts. Firms operating in markets with 

strong disclosure standards and transparent 

governance can partially mitigate the 

adverse effects of information asymmetry, 

even if competitors possess advanced 

analytics (Healy & Palepu, 2001; Beber & 

Pagano, 2013). Conversely, in environments 

with weak oversight, informational 

advantages derived from proprietary data 

can create pronounced performance 

disparities, underscoring the interplay 

between technology, governance, and 

market efficiency. 

The findings also carry practical implications 

for financial institutions. Investment in 

advanced data analytics, real-time 

information systems, and structured internal 

information flows can significantly enhance 

competitive positioning. Firms that 

strategically integrate these capabilities are 

better equipped to anticipate market 

movements, optimize investment decisions, 

and improve profitability. Conversely, 

neglecting information management 

exposes firms to higher risk, reduced returns, 

and a weakened strategic position in 

increasingly data-driven markets (Khan et 

al., 2021; Yacoubian et al., 2025). 

Overall, this study provides updated 

empirical evidence demonstrating that 

information asymmetry is not only a 

theoretical concern but also a measurable 

determinant of competitive financial 

outcomes. It reinforces the notion that the 

strategic management of information, 

coupled with supportive institutional 

frameworks, is central to achieving superior 

performance in modern financial markets. 

Conclusion 

This study confirms that information 

asymmetry is a critical determinant of 

competitive financial performance in data-

intensive finance. Firms with lower 

asymmetry, achieved through superior data 

analytics, real-time information processing, 

and effective governance, consistently 
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outperform competitors in terms of 

profitability, efficiency, and market valuation. 

The negative impact of bid-ask spreads and 

analyst forecast dispersion on performance 

highlights the tangible consequences of 

informational disparities. Policymakers and 

financial managers should prioritize data 

integration, transparency, and governance 

mechanisms to mitigate asymmetry, 

enhance investor confidence, and sustain 

competitive advantages in increasingly 

complex financial markets. 
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