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Fig. 1a Monthly distribution of insider selling
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Fig. 1b Insider selling and optimistic rating report
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Table 2 Summary description of variables
AN Lofiss Pl FrifERE f/ME TS IRLEg RAME
Oreport_num 4.60 3.00 4.87 1. 00 1.00 6. 00 25.00
Nreport_num 4.38 3.00 5.17 -5.00 1. 00 5.00 56. 00
Oreport_num?2 3.03 1.00 4.53 0. 00 0. 00 4.00 22.00
Oreport_Chg 1.55 1.00 5.87 -17.00 -1.00 4.00 21.00
Chan_Report 0.21 0. 00 0. 63 0. 00 0. 00 0. 00 8.00
SD 57.32 13.56 108. 28 0.01 2.06 57.98 553.75
Ln SD 16. 05 16. 42 2.43 9.21 14. 54 17. 88 20. 13
Size 21.46 21.31 0.98 19. 81 20.76 21.98 24. 46
Leverage 0.36 0.35 0.21 0.03 0.19 0.51 0.82
TQ 2.01 1. 64 1. 19 0.72 1.28 2.29 7.46
ROE 0.12 0.11 0.07 -0.09 0.07 0.15 0.32
ReptGN 0.53 1.00 0.50 0. 00 0. 00 1. 00 1. 00
FCGN 0.55 1. 00 0.50 0.00 0. 00 1.00 1.00
Fundpct 5.40 4.46 4.74 0. 00 1.21 8.59 18. 10
STDOpn 0.99 1.00 0.09 0. 00 1. 00 1. 00 1. 00
Big4 0. 04 0. 00 0.19 0. 00 0. 00 0. 00 1. 00
BHR1 0. 05 0. 04 0.14 -0.26 -0.05 0.13 0.46
SDRet 0.03 0.03 0.01 0.02 0.03 0.03 0.05
SOE 0.28 0. 00 0.45 0. 00 0. 00 1.00 1.00
Div 0.40 0. 00 0.49 0.00 0. 00 1.00 1.00
In cP 0.18 0. 00 0.39 0. 00 0. 00 0. 00 1. 00
IMR 0.50 0.48 0.12 0.31 0.40 0. 60 0.75

. SD AN A TG, Fundpet A SMEL( %)
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Fig. 2 Insider selling and stock price
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Table 3 Summary description of insider selling and stock price trend

o REY= I oy
K | A | szl | mReeA | hmsemal
0.004 | -0.009*** | -0.006 | -0.015**
Car30 — -
(3.877"") (5.73%")
0. 009 ‘ -0.014*** | -0.003 ‘ -0.019 """
Car60 — -
(4.60""") (5.26%*%)
0.016 ‘—0.026*** 0. 001 ‘ -0.03 """
Car90 —
(6.437"%) (16.95*** )
0.030 ‘ -0.041 *** 0.021 ‘ -0.035"""
Carl50 —

R VL DTN T
S RTE

L RET, A48 FiAw) « BNERA 16 « HIsFES
30 K60 K .90 KA1 150 KN ETie /)L A+
A 1814 % ; Sold _Dollars ;72 F 1AW @ NEBA
T ¢ HUBEFI AR MV, B A\ @ R0 2 )
WU E 0 S TR BT TE ¢ H s
N AR IR A TR BT AR R A
N ERB AR R U 47, SR e e v |] - A BES
I AR T - FRE Y P AR U8 A i )
WARRR. %4 517K T LA Oreport _num V5 iR BAS
IS5 R, STIESE RRY], TEN TR ASZ AT 1A
F N A I PE B SR 0L, PN 7 N Tl 4 1) A
WLk, A Nreport_num . Oreport_Chg . Chan_Report
VEN RS R 25 R 53 4 BEAR — 30, IR
T , A SR,

, AR FRORAE 10% 5 % 1 1 %)

© &2 Jy( -60,150) FH [ 55 F . AT [ 4R 5 il T T R4, 28003+ ( - 250, - 61).
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Table 4 Insider selling and abnormal return

LN PROFIT30 PROFIT60 PROFITO0 PROFIT150
0.004 *** 0.003 ** 0. 006 *** 0. 006 ***
Oreport_num
(0.000) (0.026) (0.002) (0.005)
S -0.003 -0.002 0. 004 0. 026
ize
(0.653) (0.852) (0.753) (0.105)
-0.001 0. 036 0.054 0.001
Leverage
(0.973) (0.543) (0.471) (0.990)
10 -0.021 *** -0.029 *** -0.038 **" -0.052 """
(0.000) (0.000) (0.000) (0.000)
3.163 " 4,789 *** 8.365 """ 8.922 "**
1MRet_Pre
(0.011) (0.010) (0. 000) (0.003)
-1.010 4.742 5. 145 21.255**
1YRet_Pre
(0.743) (0.289) (0.369) (0.004)
0.032 -0.047 -0.357 -0.755*"
RO 0.7
(0.828) (0. 833) (0.207) (0.036)
Year FE = P = &
Industry FE I = = &
W% N 3173 3173 3173 3173
& R 0. 047 0.072 0. 087 0. 086

4GS BT Huber-White VRIS p (3 ™, ", """ J1FRTE 10% .5 % H1 1% /K1 B3

4 RNEBNBFFS I RAITR
i)

4.1 EXRXRDH

XHBR 1 SEUE R B A5 R 0L 3R 5. R R
AR R SZ R S 48 (Lo SD). 25 1 %)
A fifk % A% S Ry R P G dit 15 #5 i ( Oreport _
num) 255 B BB ASE H 4% (Lo SD) 1Y R 5K
J9°0.094, HAE 1% /K- EIE ) 3. FEL & X
Jr T, IR 4 A 1 AN FR 22 (1. 08 42
JC) , BN 1,85 A4y BT AR Ui . b B
PIEB A IBAERT, 0 AT I & AT T AR WP di i
X AT R H ] BE = = A, B B N
IR ER

55 2 F il v AR UL 5 £5C 2 ( Nreport _num.)
VE Rl i e A it TR O A A2 AT 1 A4
F 53 BT I S S PE G 5 it 0 2 A SR WP SR A8 1Y)
225 KRR ZE R R BN S BE K55 1
FNEEA—F 5 3 FIE A NFRASZ AT T AN H 1
SRR A BRI 2 PRS2 T 2 A T B 4 A i
SR A 10 22 57 ( Oreport _Chyg ) A hy 4 it B¢

A SRR R E. 26 4 B PPSA 14
HERY AT 41 15 Bk ( Chan_Report ) 15 2 4 fiff %
AR WSR2 w] PR i T R] — 4R BE N
RO U PR S, WIURE AR A D R B
8. Ln SD %00 0. 008, HAE 10% /KF I 1E [1)
2.

P AR 5 0, 2w R ( Size ) 1Y R KR 3
NIE, BUBGBOR I 23 /], 23 Hr iR R ik 22, BAy
2 RPN 5 BT T 1505 ( Leverage ) 7%
O, B R T 28w AR KU, 73 A i
FEARSE 1] S 7 XS AR 2 ) e A AR AR o 5 2
A (TQ) 2 15 1E [0 J2 0 73 B Dl 2R WA
Wi, BRSS9 23 W], R T 8 U8 m R

KA IR, 3 B i vl 58 A SR PP AR 5 22 A1

AEJI (ROE) B R E .25 0 1F, 43 B Vi oE W] 5 A 281
FIRE 758 5 25 7 AR IR AR A5 5 R A
5 (ReptGN ) FIR G745 12 B AR P00 28 25 ( FCGN )
() ZBCER IE, R SEPR AR A R B R
RO ) 305 2 2 T 1) 5% 1 43 AT D ) S RSP0
BB R BB ( Fundpet ) ) RE00 350 1F, 7] GEJ2
RO SR 55 T AR 40, 2 B 4
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2 4 A BRI A B0 (Oreport_num2) WA 2 4, Oreport_num?2 [ R KU N IE, KW L1124 F
S AT N TR SZ AT 1 A ARS8 RS EoE B it
RS NEBBAZHESHIDRINITE

Table 5 Insider selling and analysts optimistic rating

. I 2 3 4
= Oreport_num Nreport_num Oreport_Chg Chan_Report
0.094 "~ 0.089 ** 0.093 """ 0. 008 *
Ln SD
(0.007) (0.017) (0. 006) (0.059)
Si 1. 000 ** 1.001 *** 0.978 *** 0. 056 ***
ze
(0.000) (0.000) (0.000) (0.007)
L -1.975""" -1.871""" -1.878""" -0.122
everage
€ (0.000) (0.001) (0.000) (0.119)
70 0.206 " 0.248 ** 0.192** 0. 003
(0.041) (0.040) (0.050) (0.811)
ROE 8.541 """ 9.783 """ 8.649 """ -0. 055
(0.000) (0.000) (0.000) (0.810)
RentGN 0.741 """ 0.826 *** 0.726 """ 0.069 "**
ept GN
t (0.000) (0.000) (0.000) (0.002)
FCCN 1. 146 1.200 1.115 0.020
(0.000) (0.000) (0.000) (0.405)
0. 141 """ 0. 138 *** 0. 140 *** 0. 000
Fundpct
(0.000) (0.000) (0.000) (0.912)
STDO -0.266 -0.559 -0.262 0. 103
o (0.748) (0.500) (0.751) (0.309)
. 0. 604 0.494 0. 586 0.019
Big4
(0.256) (0.372) (0.267) (0.794)
-0.373 -0.356 -0.396 0. 026
BHR1
(0.523) (0.547) (0.485) (0.754)
-12. 406 -9.083 —-12.010 0. 888
STDRet
(0.516) (0.652) (0.521) (0.732)
SOE -0.114 -0.070 —-0.055 0.010
) (0.568) (0.746) (0.784) (0.710)
Di 0.324 " 0.232 0.336"" 0.021
v (0.058) (0.192) (0.048) (0.398)
-0.031 -0.063 -0.014 -0. 006
In cP
(0. 896) (0. 802) (0.951) (0.837)
0. 055" 0.054 ** -0.942 " 0.001
Oreport _num?2
(0.028) (0.035) (0.000) (0.764)
e -22.692 """ -22.744 " —22.209 -1.350
(0.000) (0.000) (0.000) (0.010)
Industry FE S i 2 2
Year FE = = = =
W% N 3173 3173 3173 3173
i R 0. 181 0.179 0. 447 0.024
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Table 7 Regression results for the “induced” hypothesis
1 2 3 4
A
Co_Analyst Co_Analyst Co_Analyst Co_Analyst
0.163 *** 0. 152"
AFF _Analyst
(0. 006) (0.010)
0.109 *** 0. 105 ***
Allstar
(0.002) (0.003)
0. 081 = 0. 077 =
Co_City
(0.073) (0.087)
-0.042""" -0.048 """ -0.042 """ -0.045"""
Breadth
(0.002) (0.001) (0.003) (0.001)
0. 066 *** 0.064 *** 0. 066 *** 0.063 ***
Experience
(0. 000) (0.000) (0. 000) (0. 000)
0.024 0. 024 0. 024 0. 024
Boldness
(0.280) (0.294) (0.283) (0.282)
-0.237""" -0.237""* -0.235""* -0.238 """
Accuracy
(0. 000) (0.000) (0.000) (0. 000)
0.121*** 0.112*** 0. 125"~ 0. 108 ***
BlgS
(0. 000) (0. 000) (0. 000) (0. 000)
-0.116 """ -0.116 " -0.116*"* -0.116 "
Gap
(0.000) (0.000) (0.000) (0.000)
-0.064 """ -0.065 """ -0.065 """ -0.066 """
Size
(0.000) (0.000) (0.000) (0.000)
0.031"* 0.030 ** 0.031 " 0.031**
TQ
(0.016) (0.019) (0.017) (0.016)
-0.453 —-0.476 = —-0.484 = -0.449
ROE
(0. 100) (0.085) (0.079) (0.103)
-0.062 -0.071 -0. 055 -0.059
Leverage
(0.512) (0.450) (0.562) (0.531)
-0.361 -0.290 -0.337 -0.281
R
(0.409) (0.507) (0.440) (0.520)
Industry FE = = = =
Year FE Ik & = &
WL % N 14 944 14 944 14 944 14 944
JE#E R 0.070 0. 070 0. 069 0. 070

. B0 I K% Y Probit [ ESEIR , 558 e 2t 537 D 7 45 AL 25 2 SR UL 45 9 H £ 28 i ( Co_Ana-
Iyst) USRS SR TR 1, 750004 O35 HLHHE T uber-White JHHE A9 p (11, AHZERE A 7 S5 15 67 1226 TS A

s PR IRTE 10% .5 % Fil 1% KT
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Table 8 Regression results of analyst’ s benefit

. Accuracy Prob(Drop =1) Prob( AllStar_future =1)
Uiy
- 1 2 3 4 5 6
-0.285""" -0.285""" -0.904 """ -0.890 """ 0.204 ** 0.278 ***
Co_Analyst
(0.001) (0.001) (0.001) (0.001) (0.013) (0.000)
0.129 *** 0.118 "~
After
(0.000) (0.000)
0.257 *** 0.271 """
Co_analyst * After
(0.000) (0.000)
0.040 *** 0. 025 *** 0.110*"* 0.119 *** -0. 128 *** -0.091 """
Breadth
(0.001) (0.001) (0.001) (0.001) (0.000) (0.004)
-0.026 """ -0.032""" -0.077 """ -0.072 """ 0.046 " 0.042""
Experience
(0.001) (0.001) (0.001) (0.001) (0.017) (0.015)
-0.455"" -0.465*"" -0.069 ** -0.069 ** 0. 106 (0.179)
Boldness
(0.001) (0.001) (0.035) (0.034) (0.384) (0.169)
Bhos 0. 009 (0.001) -0.174 " -0.209 *** -0.024 -0.024
8
(0.160) (0.853) (0.001) (0.001) (0.589) (0.589)
G ~0.306""" ~0.300 " 0.088 "** 0.093 ** 0.313"** 0.369 ***
ap
(0.001) (0.001) (0.001) (0.001) (0.000) (0.000)
-0.025"" (0.008) -0.286 """ —-0.280 """ -0.015 -0.005
Allstar
(0.027) (0.484) (0.001) (0.001) (0.647) (0.888)
X 0. 189 *** 0. 197 ***
Cover
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Abstract: Ownership concentration and the resulted “insider control” constitute an important basis for the
game between insiders and outside investors of listed companies in China. Within the framework of “reciprocal
altruism” | this paper investigates whether and how corporate insiders interact with security analysts, by mak-
ing use of information superiority, and damage the interests of outside investors. Using the data of reducing
holding-shares of insiders and the rating data of analysts during the period 2007 —2013, the following conclu-
sions are drawn. Firstly, optimistic rating reports are usually intensively issued before insider selling, and the
number of optimistic rating reports is positively associated with insider selling value. Secondly, the relation a-
bove exists in the insider selling of both non-executive shareholders and executive shareholders, and increases
with the influence of the executives. Thirdly, this relation is more likely when the insiders have a stronger mo-
tivation to manage the corporate information environment. Fourthly, both the insiders and analysts benefit; the
insiders gain excess earnings by selling shares while the analysts gain more private information. Such evidence
supports the collusion idea between corporate insiders and security analysts. The findings in this paper compre-
hensively present the motivation, means and consequences of the reciprocal altruism between insiders and se-
curity analysts, promote the understanding of the interactive behaviors between corporate insiders and security
analysts in emerging capital markets, and provide certain inspirations for supervisors in the regulation of infor-
mation disclosure, fight against insider transactions and the maintanence of market order.

Key words: insider selling; security analyst; optimistic rating report; collusion



