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The Motives and Effects of Large Shareholders’
Increase in Shareholdings

TANG Song'?, WEN De-er', ZHAO Liang-yu’, LIU Yu'

(1. School of Accountancy . Shanghai University of Finance and Economics, Shanghai 200433, China ;
2. Institute of Accounting and Finance ,Shanghai University of Finance and Economics ,
Shanghai 200433 ,China ;3. School of Economics and Management s Wuhan University »

Wuhan 430072 ,China ;4. Finance Department , The 55" Research Institute of
China Electronics Technology Group Corporation s Nanjing 210016 ,China)

Abstract: The event that China Securities Regulatory Commission encouraged large
shareholders of listed companies to increase the shareholdings in 2012 attracted extensive
attention from capital market. This paper theoretically analyzes and empirically tests large
shareholders”’ increase in shareholdings in firms with different property rights. It comes to
the conclusions that, as for motives, the increasing-shareholding decision-making of
non-state-owned large shareholders is significantly correlated with the underestimation of
prophase stock prices, while the increasing-shareholding decision-making of state-owned
large shareholders has weak effect on the performance of prophase stock prices; as for con-
sequences, the improvement of accumulated abnormal stock return rates of state-owned
large shareholders in the next year after the shareholding increase is obviously lower than
non-stateowned large shareholders. It shows that the shareholding increase of
non-state-owned shareholders is market-oriented behavior based on the maximization of
economic interests and the shareholding increase of state-owned shareholders perhaps is
short-term behavior matching government policy. Further study also indicates that the
non-market-oriented shareholding increase of state-owned large shareholders is especially
obvious in state-owned enterprises controlled by the central government.

Key words: large shareholders’ increase in shareholdings; state-owned large share-
holder; non-state-owned large shareholder; accumulated abnormal stock return
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