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Research on Stock Holdings of Institutional Investor and Market Reaction to

Earning Announcement — Based on Information Network Perspective
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Abstract: In this article we construct the information network based on common stock shareholdings of mutual funds

and then explore the influence of information exchangeamong fund managers on market reaction to earning
announcements. Our empirical analysis show that before earnings announcement the higher the network density of the
stock information network is the faster the stock price will be reflected into the earnings information. Moreover it is
less prone to overreact or underreact after the date of announcement. Due to the higher density of information network

the communication among funds become better and it further leads to a reduction in the dis-agreement between funds.
This also effectively promotes the earnings information reflected into the stock price improving the market pricing
efficiency. Further analysis shows that this function of information network mainly reflected in better corporate

governance. The research findings of this paper affirm the market function of institutional investors and it is also
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important to understand the role of information network in the pricing of earnings information.

Key words: institutional investor; network density; earning announcement; market reaction
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VARIABLE MEAN P50 STD MIN MAX N
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1
° SUE
2
(1 (2) (3) (4) (5)
CAR -10 -1 CAR -5 -1 CAR 0 CAR 15 CAR 1 10
0.257 0.208 ** 0. 172 0. 066 0. 025
SUE
(5.52) (6.29) (9.37) (1.64) (0.48)
0. 023 0. 029 -0.032 0. 044 0. 104
RC
(0. 16) (0.27) ( -0.54) (0.35) (0.63)
. 0. 148 0.113* 0.035 -0.029 0. 049
SUE" RC
(2.13) (2.28) (1.28) ( -0.48) (0.63)
-0.029 -0.086 0.012 -0.168 ™ -0.198"
MKTCAP
( -0.31) ( -1.29) (0.32) ( -2.10) (-1.91)
—0. 143 -0.076 -0.026™ -0.122% -0. 126
MB
( -5.36) ( -4.01) ( -2.50) ( -5.30) ( —4.25)
-0.099 0.034 -0.068 0. 151 -0.018
ANANUM
( -0.79) (0.38) ( -1.37) (1.39) ( -0.13)
-0.300 -0.556* -0.106 0.177 0. 009
DIS
( -0.84) (-2.19) ( -0.75) (0.58) (0.02)
2.052 3.367 3.788 % 8. 095 ™ 12.393
INST
(0.64) (1. 49) (3.01) (2.95) (3.49)
23.199 5.716 -2.874 -3.804 -9.479
INSIDER
(1.55) (0.54) ( -0.49) ( -0.30) ( -0.57)
-0.003* -0.001 -0.002** -0.001 —0. 004
TURN
( -2.42) ( -0.86) ( -3.99) ( -1.31) ( -3.07)
—0.873 ™ —0. 460 -0.009 —0. 641 —1.225%
AGE
( -3.46) ( -2.57) ( -0.09) ( -2.95) ( -4.36)
—9.752%%* - 6. 863 -0.074 —-2.254 -5.394*
HHI
( —4.00) ( -3.95) ( -0.08) (-1.07) ( -1.98)
-0.226 -0.024 -0.097 0.218 0. 299
STATE
(-1.02) ( -0.15) (-1.11) (1.14) (1.21)
-0.019" 0. 001 0. 002 0.021* 0.017
AMIHUD
( -1.84) (0.15) (0.58) (2.32) (1.44)
5.711% 4. 4347 0. 095 7. 647 9.710
CONS
(2.53) (2.76) (0.11) (3.93) (3.86)
/
N 8711 8711 8711 8711 8711
R? 0.020 0.017 0.021 0.016 0.018
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(1) (2) (3) (4) (5)
T0 -10 -1 T0 -5 -1 T0 0 TO 15 T0 1 10
-0.036™ —-0.040™ -0.054™ —0.048™* —0.043™
RC
(-2.11) (-2.24) ( -2.23) ( -2.45) ( -2.32)
0.002 0. 003 0.015 0.010 0. 008
ABSSUE
(0.30) (0.45) (1.47) (1.25) (1.06)
-0.098 ** —0.093 —0. 143 —-0. 117 —-0.119**
MKTCAP
( -8.66) (-7.91) ( -9.01) (-9.07) ( -9.85)
—0.005** -0.005* -0.011™** —0. 008 ** —0.007 **
MB
( -2.31) (-2.13) ( -3.66) ( -3.14) ( -3.10)
-0.098 ** —0. 095 *** -0.077 % -0. 103 —0. 104
ANANUM
( -6.69) ( -6.24) ( -3.77) ( -6.12) ( -6.66)
0. 020 0.016 -0.022 0.011 0.013
DIS
(1.18) (0.89) ( -0.94) (0.58) (0.70)
-0.056 -0.108 -0.571 -0.707 -0.462
INST
( -0.14) ( -0.26) ( -1.00) (-1.52) ( -1.07)
—5.488 —-4.365™ —7. 427 —8.598 % -7.612%
INSIDER
( -2.88) (-2.21) ( -2.78) ( -3.95) ( -3.75)
0. 007 ** 0. 007 0. 007 ** 0. 006 ™ 0. 006 ™
TURN
(46.98) (43.79) (34.05) (38.27) (39.90)
0.374 % 0. 360 ™ 0. 418 0. 3937 0. 3627
AGE
(11.67) (10.81) (9. 30) (10.72) (10. 60)
-0.756* —-0.794* —1.287% —1. 147 —1.268*
HHI
( -2.44) ( -2.46) ( -2.96) (-3.23) ( -3.84)
-0.016 -0.014 —0.115** —-0.087 -0.072*
STATE
( -0.58) ( -0.46) ( -2.90) ( -2.70) ( -2.39)
0. 001 ** 0. 001 ** 0.001 0. 001 ** 0. 001 **
AMIHUD
(5.81) (4.58) (2.10) (3.25) (3.54)
2.092 % 1.988 7 3.4377* 2.755%* 2.8217*
CONS
(7.84) (7.17) (9.18) (9.02) (9.92)
/
N 8711 8711 8711 8711 8711
R? 0. 464 0.435 0.308 0.374 0. 409
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5A

(5)

CAR -10 -1 CAR -5 -1 CAR 0 CAR 15 CAR 1 10
0.233 7 0. 1807 0. 166 0.097 0.039
SUE
(3.58) (3.93) (6.48) (1.61) (0.57)
-0.199 -0.013 -0.065 0. 126 -0.034
RC
( -0.94) ( -0.09) ( -0.79) (0.76) ( -0.15)
0.361 0.207 ** 0.097 ** 0. 067 0. 103
SUE™ RC
(3.38) (2.76) (2.29) (0. 80) (1.55)
/
N 2867 2867 2867 2867 2867
R? 0. 032 0. 020 0. 031 0.019 0. 032
5B —_—
(1 (2) (3) (4) (5)
CAR -10 -1 CAR -5 -1 CAR 0 CAR 15 CAR 1 10
0. 282 0. 202 ** 0.163 % -0.041 -0. 149"
SUE
(3.52) (3.54) (4.81) ( -0.59) ( -1.69)
0. 197 0.220 -0.080 0. 301 0.439
RC
(0.75) (1.18) ( -0.72) (1.35) (1.52)
-0.015 0. 008 0. 024 -0.175" -0.200
SUE™ RC
( -0.13) (0.10) (0.50) ( -1.80) ( -1.60)
/
N 2866 2866 2866 2866 2866
R? 0.028 0. 023 0. 027 0.017 0.019
4 30 4 6
12 31 SUE" RC
6
(1) (2) (3) (4) (5)
CAR -10 -1 CAR -5 -1 CAR 0 CAR 15 CAR 1 10
0. 285 0.208 ** 0.218 ™ 0. 103 0. 042
SUE
(4.71) (4.88) (9.25) (1.59) (0.63)
0. 040 0. 085 -0. 044 0. 100 0. 260
RC
(0.22) (0.67) ( -0.63) (0. 66) (1.33)
, 0.272%* 0. 183 ™ 0. 021 -0.047 0. 008
SUE" RC
(2.96) (2.83) (0.59) ( -0.60) (0.08)
/
N 6352 6352 6352 6352 6352
R? 0.025 0.021 0. 030 0.017 0. 021
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