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Table 1 Main variable definitions
Downside Limit 1 0
Institutional Exit 0~1
Assets /10
Leverage /
Asset Tangibility /
ROA /
M2B /
Institutional Ownership 0~1
Independent Director 0~1
Past Returns/% 30
Volatility 30
Turnover 30
® “ 7 -5% -8%
2015
2015 5 ~7 .
@ 180 250 3
30 180 250
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2.3.1
2

2014 -01 -01 ~2016 —12 -31

A
2

Table 2 Descriptive statistics of main variables

( ) ( )
- t
Downside Limit 596 551 0.027 0.000 0.163 0.030 0. 000 0.018 0.000 0.012 21.79
Institutional Exit 596 551 0.125 0.078 0.131 0.311 0.274 0.017 0.017 0.294 890.31
Assets /10 596 551 20. 846 6.058 46.737 32.435 9.087 9.309 3.992 23.126 140.23
Leverage 596 551 0.499 0.502 0.201 0.493 0.494 0.499 0.502 -0.006 -7.91
Asset Tangibility 596 551 0.470 0.463 0.232 0.459 0.447 0.474 0.469 -0.015 -18.68
ROA 596 551 0.034 0.029 0.050 0.051 0.045 0.023 0.023 0.028 150.09
M2B 596 551 2.312 1.748 1.682 2.407 1.842 2.305 1.723 0.102 16. 16
Institutional Ownership | 595 034 0.450 0.472 0.226 0.538 0.570 0.362 0.369 0.176 220.13
Independent Director | 594 574 0.371 0.333 0.054 0.373 0.364 0.369 0.333 0.004 18.89
Past Returns/% 596 551 0.065 0. 106 1.675 -0.001 0.068 0.176 0. 155 -0.177 -30.39
Volatility 594 023 0.031 0.027 0.016 0.028 0.025 0.032 0.028 -0.004 -60.56
Turnover 595 330 0.021 0.016 0.017 0.015 0.012 0.025 0.019 -0.010 | —155.29
2 Spearman Pearson
2.7% 3 Downside Limit
3.0%
(1.8%) . A
12. 5% 1
(13.1%) A
“ ” Downside Limit
2.3.2
3
3
Table 3 Correlation coefficient matrix of main variables
1 2 3 4 5 6 7 8 9 10 11 12
Downside Limit 1 1 0.028 | -0.024 | 0.001 -0.007 | -0.019| 0.021 -0.014| -0.002 | -0.246 | 0.206 0.152
Institutional Exit 2 0.015 1 0.219 | -0.009 | -0.027 | 0.227 0.031 0.302 0.032 | -0.039| -0.098 | —0.220
In( Assets) 3 -0.025 | 0.194 1 0.501 0.118 | -0.061 | -0.628 | 0.352 0.076 0.000 | -0.129| -0.327
Leverage 4 0.001 -0.024 | 0.481 1 -0.035| -0.442| -0.496| 0.113 0.025 0.004 | -0.006| -0.030
Asset Tangibility 5 -0.007 | -0.033| 0.137 | -0.031 1 -0.074 | -0.159| 0.061 -0.033| 0.001 -0.066 | -0.057
ROA 6 -0.018 | 0.237 | -0.012| -0.399 | -0.084 1 0.254 0.054 | -0.037 | 0.001 -0.078 | -0.205
M2B 7 0.013 0.040 | -0.521| -0.425| -0.142| 0.168 1 -0.165| -0.030| -0.016 | 0.115 0.140
Institutional Ownership| 8 -0.015 | 0.275 0.344 0.120 0.073 0.033 | -0.190 1 0.045 0.001 | -0.073| -0.200
Independent Director 9 -0.004 | 0.023 0.104 0.017 | -0.043 | -0.016 | 0.026 0.033 1 -0.003 | -0.012| -0.041
Past Returns 10 -0.441 | -0.026| -0.001 | 0.003 0.001 0.003 | -0.017| 0.002 | -0.003 1 0.008 0.022
Volatility 11 0.245 -0.116 | -0.124| 0.004 | -0.055| -0.068 | 0.067 | -0.068 | —0.014 | —-0.046 1 0.637
Turnover 12 0.170 -0.226| -0.289| -0.012| -0.041| -0.183| 0.076 | -0.184| —-0.025| -0.024 | 0.603 1
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4
3.1 Table 4 Institutional exits and stock price crash
1
1 2 3 4
[43 ”» 1.412*** 1.843*** 2.010*** 3- 121 *kk
Institutional Exit
(11.54) | (18.07) | (19.63) | (23.75)
® LOgit In( Asses) —0.191 ™| -0.164*** | =0.081 ***
n ssets
( —14.80) |( -12.64) | ( -5.40)
. L L . 0.287%% | 0.252* | -0.061
Prob Downside Limit;, =y + «, Institutional Exit, ,+ Leverage
' (3.70) (3.28) | ( -0.70)
B Control Variables,, + &;, 0115 0.130" 0. 104
Asset Tangibility
(1) (1.66) (1.94) (1.39)
4 =2.226*%% | = 2,374 %% | — 1,634
ROA
1 (-5.72) | ( -6.02) | ( —4.91)
Institutional Exit 1.412 DB —0.005 —0.003 -0.010
-0.50 -0.31 -0.95
1% (z=11.54) (-0.50) | (-0.31) | (-0.9)
Institutional —0.467 | -0.433
4 2 ~ 4
Ouwnership (-7.67) | ( -6.24)
2
Independent -0.026 -0.248
Director (-0.12) | ( -0.98)
> N N Past R ~89.770**
ast Returns
3 2 ( -161.20)
: 4 68. 147 ***
Volatility
30 (73.38)
14.136***
> Turnover
) (18.70)
7 —6.013%| —4.7267** | —4,937 | —8.278 ***
( —84.09) |( =33.11) |( =29.50) |( —43.06)
596 551 596 551 593 057 590 542
Institutional Exit R? 0.103 0.100 0.113 0.585
1% .
N 1% 5%  10% ; z
1
0.6
22.5% >
® N N / 30
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Table 5 Signaling effect of institutional exits on indicidual investor exits
1 2 3 4
In( Institutional Sell) Lagl 02117 01407
(40.13) (51.13)
In( Institutional Sell) Lag2 01847 00737
(34.38) (33.77)
In( Institutional Sell) Lag3 01717 0. 0647
(31.63) (25.57)
584 245 582 736 581 196 571 977
R? 0.628 0.617 0.612 0.643
ekl 1% : t
3.2.2
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Table 6 Heterogeneous of institutional exits
1 2 3 4 5
9.502*** 2.796 %% -0.058 4.678 % 0. 043 ***
Institutional Exit
(11.68) (13.90) (-0.14) (16.89) (14.75)
-0.735***
Institutional Exit x In( Assets)
(-7.83)
0.124**
Institutional Exit x M2B
(2.00)
64.308 ***
Institutional Exit x Volatility
(8.26)
-3.2127%
Institutional Exit x Institutional Ownership
(-6.03)
0. 084 ***
Institutional Exit x Amihud Hliquidity
(5.86)
0.030
In( Assets)
(1.64)
-0.027**
M2B
(-1.97)
59.988 ***
Volatility
(49.67)
-0.008
Institutional Ownership
(-0.08)
0.077 ***
Amihud Illiquidity
(34.41)
590 542 590 542 590 542 590 542 590 542
R? 0.586 0.585 0.586 0.586 0.272
*kk Kk 1%5% : 2
Atiase *
( Assets) “ (M2B)
1 Institutional Exit  In( Assets) 6
-0.735 1% (z= -7.83) Institutional Exit ~ M2B
0. 124 5% (z=2.00)
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6 5 Institutional
. Exit Amihud Illiquidity
Loughran ~ McDonald * 0. 084 1% (z=5.86)
1
®, 3
Baik % 30
( Volatility) 4
6 3
Institutional Exit  Volatility
64.308 1% ( z =8.26)
( PSM)
4.1
4.1.1
( Institutional
Ownership) 6 4
Institutional Exit  Institutional Ownership 52 53
-3.212  1%(z= -6.03)
7
1
Institutional Exit 4.291 1% (z=
32.13)
3
Amihud ™ Hliquidity
Amihud
Hliquidity 1 @,
©® (2014 ~2016 ) ( http: / /www. sse. com. cn/aboutus /research/special /)

( price impact) (liquidity index) : ( 10 )
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4.1.2 PSM 7
. Table 7 Endogeneity test
( propensity
score matching PSM) 1 )
s Rosenbaum  Rubin * PSM
. ] o N 4,291 ¥
Jeon Probit Institutional Exit (32.13)
*xk
l t Exit Dummy 0-990
(15.42)
t 75%
Probit
it t
75%
1 0. (1) 588 392 195 066
Probit R? 0.596 0.603
L ok 1% : 2
( 4.2
75% ).
( nearest neighbor) 1: 1
8 1
(1) 15631 1%(z =11.64)
7 2 4
( Exit Dummy) 4 )
. Exit Dummy 0.99 4 4 10%
1% ( z = 15. 42) 0.43 8
1 10%
2.16
8 ()
Table 8 Robustness test( 1)
1 2 3 4
Kkk
Institutional Exit per Account 1?1613 164)
Fkk
Abnormal Institutional Exit 4.293
(27.94)
*kk
Net Institutional Exit 7('35(?051)
K*xk
Institutional sell /buwy O( '?17336)
590 542 588 372 588 498 588 498
R* 0.582 0.5%4 0.592 0.585

. kkk

1% X z
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Table 9 Robustness test( 2)

Crash_1 Crash_2

1.7797* 2.433 %
Institutional Exit

(7.56) (24.40)

587 343 590 542

R? 0.581 0.449
*kk 1% z
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Table 10 Role of different types of institutional exits
1 2 3 4 5 6
1 2 3 4 5

| 0.023*** 0.014™**

(3.25) (2.02)
5 0.071*** 0.070***
(19.31) (19.17)

0. 043 *** 0.013

Exit 3

(2.92) (0.86)
. 0.072*** 0.063 ***

(5.84) (5.19)
s 0.007 *** 0.005 ***

(6.94) (5.57)

590 542 590 542 590 542 590 542 590 542 590 542

R? 0.247 0.248 0.247 0.247 0.247 0.248

F*xk *% l% 5%
A
2014 ~2016 A
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Institutional exits and stock crash: The role of informed investors
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Abstract: Using a proprietary data-set on China’ s stock market during January 1 2014 and December 31
2016 the paper constructs a stockdaydevel “informed selling” measure and provides micro evidence on
whether and how institutional investors” exits affect stock price crash risk. Our findings show that institutional
investors’ exits can significantly predict individual stock price crash. A one-standard-deviation increase in the
percentage of institutional investors’ exits is associated with a 0. 6 percent increase of individual stock crash
risk (i.e. extreme price movement to downside limit) which accounts for 22. 5 percent of the sample mean.
In terms of the economic mechanism the paper verifies the signaling effect of institutional investors’ informed
selling and finds that retail investors in the market will significantly follow the institutional investors’ exits to
sell their shares. This effect turns to be stronger for firms with smaller assets higher growth higher volatility
more retail investors and lower liquidity which suggests that the signal from these institutional investors’ in—
formed selling is more pronounced for these types of firms. The empirical results are very robust to the further
control of additional firm-evel control variables firm-fixed effects alternative measures of institutional exits
and PSM analyses. This proprietary large-scale transaction data set tremendously improves the accuracy and
creditability of our empirical results.

Key words: institutional exits; crash risk; transactior data



