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Fig. 3 The proportion of institutional trading

and the number of new institutional accounts
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Table 4 Margin trading, information asymmetry and the proportion of institutional trading

(1) (2) (3)
AR Hr InsPer InsPer InsPer
List 0.458 " 0.517 " -0.260
(1.95) (2.05) (-0.48)
PI_High -0.519 "
(-10.67)
List x PI_High 1.921 "
(12.59)
Size_Low -1.665**"
(-5.95)
List x Size_Low 3.214 %"
(6.55)
NoBig4 0. 822
(1.31)
List x NoBig4 1.572***
(2.70)
Controls Yes Yes Yes
Firm-Effects Yes Yes Yes
Month-Effects Yes Yes Yes
Adj. R? 0.620 0.618 0.616
Observations 156 292 156 803 156 803
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i,t-1

IR A TR 2 (4 2 80 AR X A A I
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Table 5 Margin trading, corporate governance and the proportion of institutional trading
(1) (2) (3)
AR InsPer InsPer InsPer
List 0. 846 "~ 0.622 " -0.542
(3.41) (2.53) (-0.98)
absDA_High —-0.111 =
(-1.69)
List x absDA_High 0.549 **~
(2.96)
Dual -1.092***
(-4.53)
List x Dual 3.209 ***
(6.15)
NoAHB -2.357
(-2.03)
List x NoAHB 1.869 "~
(3.16)
Controls Yes Yes Yes
Firm-Effects Yes Yes Yes
Month-Effects Yes Yes Yes
Adj. R? 0.613 0.619 0.616
Observations 154 950 154 660 155 279
2.2.2 BABRAY WML EZ LG IRETE He¥ M, = [min(B,,S,) +max(B,,S,)1/2 ,x, =
TEPIB BL/ D S flii b AU A 1 s/ (n+e) , 5, =&/ (n+s,) . FTHETIIE,
R IRA (PL) KN 22 (BS _Spread) FIAIE S B &, = &, = & ,RIEAEIHFRINRLL O = (a,
MR (PIN) RS BAFREREE (PN w,e,8) , i AE— DI R EIE B2 A R
ﬁ%(abSDA)EE'fJCEﬁ/\j{ FRAV L. PIN = 100 x ou (9)
T R — 1 T 4 S A R 0 o+ 26
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H) 7 b DARE IR RN R, Rl 9T il S
BRI A H A R G X LR 3C & o e Y ) FE
1.16% ~0.83% = i} ( —4.283 x —0.272 ~1.16%,
~3.242 x —0.256~0.83%). JX— 4k 5 A4y
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Table 6 First stage: The effect of margin trading on information asymmetry and corporate governance

(1) (2) (3) (4)
A5 PI BS_Spead PIN absDA
List -0.272%** -0.396*** -0.226*** -0.256**
(-7.28) (-3.17) (-3.16) (-2.26)
Controls Yes Yes Yes Yes
Firm-Effects Yes Yes Yes Yes
Month/ Quarter-Effects Yes Yes Yes Yes
Adj. R? 0.225 0.741 0.351 0.247
Observations 156 290 156 294 52 854 51 363
RT EZHE: EEAWHRMATEERENZIEMET
Table 7 Second stage: The impacts from information asymmetry and corporate governance channels
(1) (2) (3) (4)
At InsPer InsPer InsPer InsPer
ol ~4.283 %"
(-4.18)
BS_Spread -2.933°°
(-2.73)
PIN ~4.310"*
(-2.70)
wbeDA _3.242°%
(-1.90)
Controls Yes Yes Yes Yes
Firm-Effects Yes Yes Yes Yes
Month/ Quarter-Effects Yes Yes Yes Yes
Adj. R? - - - -
Observations 156 290 156 294 52 854 51 363
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Fig. 4 Short selling and the proportion of institutional trading
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Fig. 5 Margin buying and the proportion of institutional trading
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Table 8 Effects of margin buying and short selling separately

) @ | ® “) ) (6) M
OLS IV -S1 IV -52 IV -S1 IV -2
AR InsPer InsPer InsPer Short InsPer Short InsPer
Short 0.512*** 0.452 " 1.472** 1.627 **
(5.50) (5.17) (2.20) (2.56)
Margin 0.178 0.673 -0.581
(0.39) (1.55) (-0.75)
IV_Short 0.361 """ 0.362 """
(7.16) (7.45)
Controls No No Yes No No Yes Yes
Firm-Effects Yes Yes Yes Yes Yes Yes Yes
Month-Effects Yes Yes Yes Yes Yes Yes Yes
Adj. R 0.718 0.715 0.738 0.635 - 0.655 -
Observations 30 892 30 892 30 271 30 788 30 788 30 172 30 172

R M HIMERBET0EE R B0

Table 9 The effect of institutional trading on information efficiency and crash risk

(1) (2) (3) (4) (5) (6)
OLS v
A SYNC NCSKEW DUVOL SYNC NCSKEW DUVOL
InsPer 2,636 | —0.791""" | -0.498*** -2.726 """ ~1.158*** -0.723%**
(-36.53) (-6.52) (-5.94) (-2.91) (-3.58) (-3.16)
Controls Yes Yes Yes Yes Yes Yes
Firm-Effects Yes Yes Yes Yes Yes Yes
Quarter/ Year-Effects Yes Yes Yes Yes Yes Yes
Adj. R? 0.445 0.120 0.119 - - -
Observations 54 294 13 783 13 782 53 501 13 720 13 719
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F10 REYEST
Table 10 Robustness checks

(1) (2) (3)
PSM List-Only Placebo
AR InsPer InsPer InsPer
List 1. 056 *** 0.830 "~ -0.075
(3.00) (3.07) (-0.33)
Controls Yes Yes Yes
Firm-Effects Yes Yes Yes
Month-Effects Yes Yes Yes
Adj. R? 0.580 0.622 0.599
Observations 50 372 64 178 92 625

QO PR EIEIESRAC S R Rl R A2 O SE Rt 40 ) ) < http : //www. sse. com. cn/services/tradingservice/margin/rules/c/c_20150912 _3987306.

shtml.
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Table 11 Differences between two groups after propensity matching

VE AL pOgiE| SEgeH t{E
Xof B T 8.16 8. 14 1.02
PR T 1y 0. 04 0. 04 -0.63
SRS 0.03 0.03 -0.54
BRI L 151 0.37 0.36 0.42
ROE 4.44 4.33 0.48
LIETES 4.71 4.97 -0.86
AL 25 186 25 186

SE: ol KR BB ) Mean (W IE4L) — Mean (55
B41) =0. ¢ (HAEMZTHEAT T Cluster Ji%.

2.5.2 MMBFHGEEIAFERE
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Table 12 Margin trading and institutional net buying

(D (2)
AR InsNet InsHold
List 2.785 """ 2.309 **
(9.41) (2.51)
Controls Yes Yes
Firm-Effects Yes Yes
Month/ Year-Effects Yes Yes
Adj. R? 0.278 0.584
Observations 151 718 13 564
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Table 13 Changes in mutual funds’ holdings of the underlying

stocks after the addition events
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Margin trading and the proportion of institutional trading

ZHONG Ning-hua', TANG Yi-zhou’ , WANG Shu-jing' * , MA Hui-xian'
1. School of Economics and Management, Tongji University, Shanghai 200092, China;
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Abstract: The proportion of institutional investors in China’ s stock market is significantly lower than other
major stock markets in the world. By analyzing the high-frequency transaction data of stocks in Shanghai and
Shenzhen stock exchanges from 2009 to 2015, this paper examines the impact of margin trading on institutional
investors’ trading participation. The results show that after the stocks are included in the list of margin trading,
the proportion of institutional investors’ trading has increased significantly. Further analysis shows that margin
trading can effectively alleviate the information asymmetry and strengthen the external governance. Since insti-
tutional investors are more concerned about these two aspects than retail investors, the implementation of mar-
gin trading increases the proportion of institutional trading in eligible stocks. Moreover, this paper distingui-
shes between margin buying and short selling, and finds that short selling is dominant in the overall impacts.
Finally, this paper finds that the increase in the proportion of institutional trading has a positive effect on re-
ducing stock price synchronicity and crash risk.

Key words: institutional investors; margin trading; information asymmetry; external governance





