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Fig. 3 The proportion of institutional trading
and the number of new institutional accounts
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Table 1 Variables definitions
( )
InsPer (%)
Size ( )
List 1 0
ROE / (%)
Lev / (%)
BM / (%)
SOE 1 0
Hlliquidity Amihud 3! /
Beta 12
Vol 12 (%)
Ret 12 (%)
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1.3 ( Forward-Looking)
Wind iFinD
2 620
156 803 -
100 N
30 ~100 5 ~30 1% ( Winsorize) .
5 2
InsPer 10% 0%
2009 43.4%.
9 2009 9 ~ 100 X
2015 12 100
RESSET . . List 0. 188
CSMAR 18.8%
2
Table 2 Summary statistics
InsPer 156 803 9. 994 9.919 0. 000 6. 486 43.408
List 156 803 0. 188 0.391 0. 000 0. 000 1. 000
Size 156 803 8. 091 1.398 5.284 7. 884 13. 134
ROE 156 803 4.353 7.500 -30.5%4 3.519 30. 126
Lev 156 803 45.371 23. 351 3.549 45.390 103. 505
BM 156 803 39. 697 26. 057 -0.291 33. 844 137.517
SOE 156 803 0. 458 0.498 0. 000 0. 000 1. 000
Hliquidity 156 803 6.320 8.415 0. 184 3.611 60. 598
Beta 156 803 1. 109 0.298 0.204 1. 118 1.915
Vol 156 803 46. 251 15. 682 22.915 43.432 178. 075
Ret 156 803 30. 130 65.922 -50. 802 12. 446 308. 902
10%
2 Size
2.1 ROE
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3
(1) List . 2
; (2)
3 . BM
List Fer-
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Table 3 Margin trading and the proportion of institutional trading

Badrinath

12

33

(1) (2)
InsPer InsPer
List 0. 870 *** 1. 1427+
(3.39) (4.88)
Size 2. 105 ***
(9.41)
ROE 0. 007
(1.16)
Lev 0. 031 ***
(5.15)
BM —0. 045 ***
( -9.97)
SOE 0. 547
(1.24)
lliquidity -0.016***
( -3.04)
Beta —0. 829 ***
( -3.37)
Vol —0. 053 ***
( -15.20)
Ret 0. 033 ***
(33.41)
Firm-Effects Yes Yes
Month-Effects Yes Yes
Adj. R? 0.586 0.616
Observations 156 803 156 803
N 1% 5%  10%
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4
Table 4 Margin trading information asymmetry and the proportion of institutional trading
(1) (2) (3)
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 7%
(6.55)
NoBig4 0. 822
(1.31)
List x NoBig4 1.5727%%*
(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
1) .
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Table 5 Margin trading corporate governance and the proportion of institutional trading
(1) (2) (3)
InsPer InsPer InsPer
List 0. 8467 0.6227** -0.542
(3.41) (2.53) ( -0.98)
absDA_High -0.111%
(-1.69)
List x absDA_High 0. 549 7
(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 M, = min(B, S,) +max(B, S) /2 x, =
e/(n+e) % =g/(nts) .
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1.16% ~0.83%

(-4.283 x —=0.272=1. 16%

2.3

InsPer,, = 8 *Asym (Gov) ,, +0* X,, +
T b e (1) -3.242x ~0.256~0.83%) .
7.
6
Table 6 First stage: The effect of margin trading on information asymmetry and corporate governance
(1 (2) (3) (4)
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
7
Table 7 Second stage: The impacts from information asymmetry and corporate governance channels
(1) (2) (3) (4)
InsPer InsPer InsPer InsPer
- *kk
PI -4.283
(—4.18)
- kKK
BS_Spread -2.933
(-2.73)
—~ *kk
PIN -4.310
( -2.70)
absDA -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
2
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Fig. 4 Short selling and the proportion of institutional trading
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Table 8 Effects of margin buying and short selling separately
(1) (2) (3) (4) (5) (6) (7
OLS IV -S1 IV -52 IV -S1 IvV-82
InsPer InsPer InsPer Short InsPer Short InsPer
Short 0.512% 0. 4527 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%
(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
9
Table 9 The effect of institutional trading on information efficiency and crash risk
(1) (2) (3) (4) (5) (6)
OLS v
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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Table 10 Robustness checks
(1) (2) (3)
PSM List-Only Placebo
InsPer InsPer InsPer
List 1. 0567 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
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11
Table 11 Differences between two groups after propensity matching
12
t Table 12 Margin trading and institutional net buying
8.16 8.14 1.02 () (2)
InsNet InsHold
0.04 0.04 -0.63 List 2. 7857 2.309**
(9.41) (2.51)
0.03 0.03 -0.54
Controls Yes Yes
0.37 0.36 0.42 Firm-Effects Yes Yes
Month /Y ear-Effects Yes Yes
4.71 4.97 ~0.86 Observations 151 718 13 564
25 186 25 186
[ Mean( ) — Mean(
) =0. ¢ Cluster 2009 ~2015
2.5.2
AShares, ; , =B*Treat; ,+0 * AX; ,+&,;, (13)
AShares, ; i J k
B, j k
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1 J Treat
Barber 0. AX
Odean * Ng Wu *
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G G 7
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13
Table 13 Changes in mutual funds’ holdings of the underlying

stocks after the addition events

(1) (2)
AShares AShares
Treat 0.043 7% 0.045 7
(2.61) (2.70)
ASize 0.157** ;
(2.05)
AROE -0.326™*
(-2.19)
ALev -0.036
(-0.17)
ABM -0.314 "
(-4.59)
ASOE 0.058
(1.29)
Allliquidity 0.292
(0.87)
ABeta 0.030
(0.51)
AVol -0.355™*
(-2.33)
ARet -0.062**
( -2.00)
Fund-Effects Yes Yes
Industry-Effects Yes Yes
Event-Effects Yes Yes
Adj. R? 0.176 0.177
Observations 55279 55279
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Margin trading and the proportion of institutional trading

ZHONG Ning-hua' TANG Yi<hou’ WANG Shu-ing'~ MA Hui<ian'

1. School of Economics and Management Tongji University Shanghai 200092 China;
2. Shanghai Stock Exchange Shanghai 200120 China

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



