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0 1 0.405 3
s LMSWy..  LMSW
; Insti
1 B
0 1 ( LnMV) | ( LnPrice)
0.072 9 (Inst) . Amivest
; Turnover
5.62%
( VIF) ( Mean
: Amivest VIF)
0<VIF<10
6.426 8 1.320 3 ; 10<VIF<100
1 B ; VIF =100
( Inst) ( VR6 10
VR12) R’
( Inst) LMSW ., .~ LMSW VIF
1
Table 1 Summary description of variables
‘ VR6 ‘ VR12 ‘ R’ ‘ LMSW . ‘ LMSW ‘ Insti ‘ Turnover ‘ Amivest ‘ LnMV ‘ LnPrice ‘ BM
A
19 215 19 215 19 215 19 215 19 215 19 213 19 215 19 215 17 580 17 580 17 580
0.252 2 0.298 9 0.405 3 -3.349 1 -2.549 8 0.072 9 0.056 2 6.428 6 21.505 4 1.961 4 0.423 6
0.268 9 0.322 4 0.165 9.439 1 7.776 7 0.138 2 0.045 9 1.320 3 1.030 8 0.658 1 0.269 5
0 0 0.024 -43.729 1 | -30.497 9 0 0.000 5 2.083 5 14433 5 -0.127 8 | -0.344.2
4.965 3 6.497 2 0.760 3 23.589 5 20.185 9 0.990 6 0.937 9 10.692 7 28.2315 5.520 4 1.2317
B
VR12 0.069 ™
R’ -0.002 [-0.021 7***
LMSW,.. | 0.0001 | -0.0137" |-0.056 2"
LMSW -0.006 -0.014 0" [-0.088 4*** | 0.808 0***
Insti -0.017 2 |-0.028 6™ [-0.043 9™ | 0.059 8*** | 0.070 2***
Turnover | 0.013 0 -0.004  |-0.077 9| 0.189 1 | 0.143 3™ |-0.076 0"
Amivest  |-0.022 6™ |-0.046 3™ | 0.112 6™ | 0.173 5 | 0.153 5™ | 0.369 8™ | 0.470 2™
LnMV -0.017 2 |-0.042 6™ | 0.226 6™ 0.01 0.037 0™ | 0.493 5 |-0.125 2™ | 0.638 7"
LnPrice 0.008 -0.020 5[ 0.119 9™ | 0.043 0 | 0.066 4™ | 0.478 0™ [-0.048 0™ | 0.327 4™ | 0.565 1***
BM -0.047 5 [-0.021 4™ | 0.198 1" -0.003 |-0.039 7 |-0.141 1 |-0.022 9 [-0.020 0*** [-0.159 5*** |-0.443 27" 1.000

Lowkk Rk k

1% 5% 10%
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Table 2 Institutions’ effect on information efficiency
VR6 VR12 In (1-R?) /R? LMSWr... LMSW
-0.006 -0.045" 0.695*** 1.642" 1.681***
Insti
(-0.259) (-1.822) (11.730) (1.913) (2.973)
0.021** -0.006 -0.430*** -1.150*** 0.338"
LaMV
(2.339) (-0.810) (-19.873) (-3.665) (1.934)
-0.018" -0.002 0.236™** 1.114%* -0.534**
LnPrice
(-1.812) (-0.165) (9.948) (3.242) (-2.544)
0.009 -0.005 -0.799 *** 0.047 -0.425
B (0.609) (-0.338) (-23.651) (0.097) (-1.308)
-0.109 0.454 *** 10.107 *** 16.790** -8.639**
Constant
( -0.540) (2.584) (21.091) (2.418) (-2.132)
Obs 17 578 17 578 17 578 17 578 17 578
R? 0.004 0.002 0.297 0.023 0.002
Hausman 61.77*** 33.81** 435.86™** 55.49 *** 78.72 %%
Fstat 2.27 %% 1.62** 250.07 *** 14.04*** 1.67**
(8) po e wx e
0.01 0.05 0.10
VR12 0.1
( Hausman)
nsti
0.01
2 Insti VR6
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0.1 3.2
0.01 (8)
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Info_Effi;, = a + B,Liquidity, , +
B, LnMV,, + BsLnPrice;, +
B4BMi t + Eiy ( 9)
Liquidity,
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3
Table 3 Effect of liquidity measured as Turnover on information efficiency
VR6 VR12 In (1-R?) /R? LMSWy,. LMSW ¢
-0.077 -0.1587** 1.523 %% 44,391 %% 26.313***
Turnover
(-1.166) (-2.789) (8.093) (16.448) (20.337)
0.018** -0.003 -0.391*** -0.471 -0.413**
LaMV
(2.302) (-0.369) (-17.928) (-1.508) (-2.348)
-0.017** -0.009 0.264 *** 1.267*** 0.541**
LnPrice
(-2.069) (-0.912) (11.156) (3.732) (2.534)
-0.000 -0.007 -0.794*** 0.132 -0.179
BM
(-0.024) (-0.468) (-23.447) (0.272) (-0.559)
-0.029 0.408 ** 9.135*** 0.186 3.296
Constant
(-0.173) (2.308) (18.917) (0.027) (0.818)
Obs 17 580 17 580 17 580 17 580 17 580
R? 0.005 0.002 0.294 0.039 0.027
Hausman 67.75%%* 36.93** 507.347%* 62.43 7% 96.39 ***
F-stat 2.97 *¥** 1.83%* 246.35*** 24.16*%* 20.98 ***
(9) tvalue; % **
0.01 0.05 0.10
3 Turnover VR6 Turnover ~ LMSWy, ~LMSW
VR12 0.01
0.01
Turnover 2.
0.01 Amivest
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Table 4 Effect of liquidity measured as Amivest on information efficiency

VR6 VR12 In (1-R?) /R? LMSWy,, LMSW
-0.005*** -0.009 *** 0.1187** 2.608 *** 1.823***
Amivest
(-2.730) (-3.760) (19.920) (25.327) (19.641)
0.023*** 0.007 -0.863*** -2.101*** —1.601 ***
LnMV
(3.302) (0.877) ( —38.626) (-8.915) ( =7.540)
-0.013" -0.012 0.3397** 0.681*** 0.7027**
LnPrice
(-1.709) (-1.287) (13.682) (2.706) (3.094)
-0.004 -0.005 ~0.834 %+ -0.204 -0.827**
o (-0.314) (-0.342) (—22.647) (-0.568) (—2.548)
-0.138 0.237 18.274 %% 24.280*** 19.383***
Constant
(-0.890) (1.269) (37.385) (4.745) (4.204)
Obs 17 580 17 580 17 580 17 580 17 580
R? 0.005 0.002 0.294 0.039 0.027
Hausman 44,127+ 33.67** 1 339.9*** 94,33 %% 77.62%*
F-stat 1.717%% 2.137%%* 116.29*** 41.38%** 25.73%%
(9) . po e xx
. 0.01 0.05 0.10
4 Amivest VR6 2.
0.05 . 33 N
VR12
0.01 .Amaivest
.Amaivest Info_Effi;, = a + B,Insti;, + B,Liquidity;, +
0.01 B;yInst_Liquidity,, + B, LnMV., +
BsLnPrice,, + BBM,, + &,
(10)
Amivest  LMSWry, ~LMSW, Inst_Liquidity,
0.01 Amivest
Amuvest Bs
3 (8) (9)

Amivest . 5
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Table 5 Effect of institutions on information efficiency on the margin of turnover
VR6 VR12 In (1-R?) /R? LMSWr,. LMSW
-0.010 -0.062%* 1.41277% 4.048 77 2.3417F
Insti
(-0.269) (-1.750) (16.625) (3.499) (2.416)
-0.067 -0.1727** 2.2617%% 40.385*** 26.642***
Turnover
(-0.821) (-2.822) (11.687) (15.432) (12.156)
0.030 0.438 —14.855*% -32.446" -30.057**
Insti_turnover
(0.052) (0.761) ( -10.947) (-1.784) (-1.974)
0.0207* -0.002 -0.396*** -0.423 -0.487"
LnMV
(2.221) (-0.210) ( -18.269) (—-1.344) (-1.847)
-0.018" -0.007 0.226*** 0.985*** 1.029 ***
LnPrice
(-1.815) (-0.789) (9.565) (2.887) (3.602)
0.009 -0.006 -0.785*** 0.196 -0.800**
BM
(0.600) ( —0.450) ( -23.396) (0.403) (—1.965)
-0.087 0.3837* 9.280 % -0.389 2.926
Constant
(—-0.425) (2.152) (19.303) (—-0.056) (0.501)
Obs 17 578 17 578 17 578 17 578 17 578
R? 0.004 0.003 0.306 0.038 0.025
Hausman 63.27°% 37.33** 415.98 62.577 54.01 7%
F-stat 2.14 %% 1.837%** 242 .87 21.677% 14.337%
( 10) - KKK *%k
' 0.01 0.05 0.10
5 Insti
3B.
0.056 2
( LMSW .~ LMSW ;) alnfo_Effi

0.10

alnsti =B, + B; Turnover
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Table 6 Effect of institutions on information efficiency on the margin of Amivest

VR6 VR12 In (1-R?) /R? LMSWy,, LMSW
-0.075 -0.123 2.636*** 12.7127%%* 12.099 ***
Insti
(-0.656) (-1.079) (9.697) (3.387) (3.839)
-0.002 -0.009 *** -0.021** 3.133 %% 2.106***
Amivest
( -0.466) (-3.671) (-2.152) (22.711) (18.182)
0.010 0.012 -0.270*** —1.522%** -1.619***
Insti_Amivest
(0.614) (0.782) (-7.320) (-2.983) (-3.778)
0.021 ** 0.007 -0.383 *** -2.560*** —1.824***
LnMV
(2.206) (0.834) (-16.984) (-7.923) (-6.721)
-0.017" -0.011 0.222%** 0.776** 0.851***
LnPrice
(-1.734) (-1.116) (9.344) (2.284) (2.981)
0.009 -0.005 -0.787*** -0.298 —1.112%*
BM
(0.599) (-0.339) (-23.310) (-0.618) ( —2.746)
-0.093 0.243 9.233 *** 30.454 *** 21.563***
Constant
(-0.447) (1.280) (18.812) (4.337) (3.657)
Obs 17 578 17 578 17 578 17 578 17 578
R? 0.004 0.003 0.300 0.054 0.036
Hausman 59.83 *** 34.59" 5747 80.33 *** 65.17 %%
F-stat 2.14 % 2.07*** 235.9%** 31.26™** 20.76***
( 10) . - Y KkKk *k
0.01 0.05 0.10
6 Insti N

Amaivest N Amivest 6.43 6

Amivest

( LMSW,,. - 3B.
LMSW,,) 0.01
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Liquidity, , = a + B,Insti; ,_, + B,Alnsti,, +

( Sarin Kong BiInsti, _ Alnsti, , + &,
(11)
Alnsti, , i— 1
7
7
Table 7 Additional test on how institutions’ long-term holdings affect stock liquidity
-1 -2 -3 -4
-0.020*** -0.033*** -0.3367* -0.294 7%
Insti,_,
(-7.670) ( —-11.409) ( —6.606) (-5.180)
0.005 0.736***
Alnsti,
(1.053) (18.439)
-0.126*** -2.2617*
Insti, _ #Alnsti,
( —-8.556) (-7.863)
-0.0137** -0.013*** 0.520%** 0.522 %%
LnMV
( —14.425) (-14.411) (29.153) (29.367)
-0.001 -0.001 0.093 7 0.089 ***
LnPrice
(-1.335) (-1.156) (4.761) (4.577)
-0.002 -0.002 0.1127%% 0.105***
BM
( —1.090) (-1.421) (4.061) (3.823)
0.325 %% 0.325*** -5.811%** —5.83477F
Constant
(16.020) (16.055) (-14.727) (-14.819)
Obs 17 579 17 579 17 579 17 579
R? 0.484 0.488 0.763 0.764
1
3 Amivest
1 3 Amivest
2 )
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Institutional investors liquidity and information efficiency

KONG Dong-min' KONG Gao-wen® LIU Sha-sha’

1. School of Economics Huazhong University of Science and Technology Wuhan 430074 China;
2. Business School Jinan University Guangzhou 510632 China;
3. Guanghua School of Management Peking University Beijing 100871 China

Abstract: In this paper we investigate how institutional ownership liquidity and their interaction term affect

the information efficiency. Based on three different metrics the study shows that increasing the proportion of

institutional ownership and raising the level of liquidity will promote information efficiency. Further by intro—

ducing the interaction-term of institutional ownership and liquidity into the regression model we find an inter—

esting phenomenon in the stock market of China: With the rise of the liquidity level increase in institutional

holding proportion will harm information efficiency in some ways. This is probably because along with high

trading volume the fact that institutional investors use private information to buy additional shares will be easi—

ly obtained by other investors. Their imitational behavior will reduce the private information reflected by price

thus weakening the efficiency of information.

Key words: institutional investors; liquidity; information efficiency



