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ABSTRACT

Institutional investors are not only the nucleus of the development of securi-
ty market every country, but also the important factor for the optimization of cor-
porate governance. The book aims at the listed companies which institutional in-
vestors hold in China, and makes a study of the behavior that institutional inves-
tors participate in corporate governance and the behavior reaction of listed com-
panies. The main contents are as follows:

The introduction mainly analyzes the background, research significance,
research ideas, logical structure and research methods.

The first chapter gives the theoretical framework of institutional investors
governance. Firstly the definition of institutional investors and institutional inves-
tors governance is given, followed by analysis of the theory of institutional inves-
tors governance, finally analyses the motivation and path choice of institutional
investors governance.

The second chapter analyzes the international comparative institutional in-
vestors governance. First analyzes the international trend of the development of
institutional investors, followed by analysis of the guarantee system of institution-
al investors governance, analyzes the convergence of international institutional
investors governance, the final analysis of the research of academic circles both
at home and abroad. Lay the foundation for the next step of research.

Chapter three mainly seeks for the direct and indirect evidence of institu-
tional investors’ participation in corporate governance in Chinese security mar-
ket. Although the time for the development of Chinese security market is compar-
atively short, and the development of institutional investors is even shorter, in-
stitutional investors now and then participate in corporate governance with their

strong desire, as can be seen as direct evidence. By analyzing the relationship of
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the amount of stocks held by institutional investors and No. 1 stockholder, we
penetrate the will of institutional investors’ participation in corporate governance,
as can be seen as indirect evidence. All above can prove that institutional inves-
tors participate in corporate governance of listed companies.

In Chapter four, We focus on the behavior reaction of listed companies that
institutional investors participate in. Institutional investors’ participation in corpo-
rate governance influences the behaviors of listed companies, especially three
main behaviors: debt financing; information disclosure and earnings manage-
ment. Institutional investors have deep influence on those behaviors. When listed
companies take action, they think much of institutional investors’
will. Meanwhile, we find out that institutional investors have different behaviors
in different market situation. For example, in Bull stock market and Bear stock
market, institutional investors influence listed companies differently. In Bull
stock market, the pressure of payoff for them is comparatively small, so their
tendency to give pressure to manager on earning management is small. In Bear
stock market, both institutional investors and manager of listed companies may
be need to attract investors by earning management, thus the tendency to give
pressure to manager on earning management is relatively clear. These findings
help provide scare evidence for exploring institutional investors’ behaviors in dif-
ferent market situation and provide a good foundation for management depart-
ment to set down policies.

Chapter five analyzes the influences of listed companies’ achievement be-
cause of the institutional investors’ participation. The study finds out that there is
significant positive correlation between the share of institutional investors and To-
bin Q of listed companies at level of 5% , also the same with CoreROA except for
specific years. All can be used to prove institutional investors’ influences on the
achievement of listed companies. The findings show that the reverse “U” type re-
lationship exist between the share of institutional investors and Tobin Q, which
shows that security market in China has a comparatively strong speculation; the
convergence of share can improve achievement of corporate; although market
does favor to the effect of financial leverage, the rigidity of debt leaves a heavy

load for company’s running.
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The last Chapter draws a conclusion and gives suggestions for the develop-
ment of institutional investors.
Key words: institutional investor corporate governance

shareholder’s activism earnings management
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