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Long-term Institutional Investors and Stock Price Crash Risk

HU Fan', ZOU Xin-yue' & WU Yao-yao’

(1. School of Finance, Guangdong University of Finance & Economics, Guangzhou 510320, China;

2. Institute for Advanced Studies in Finance and Economics, Hubei University of Economics, Wuhan 430205, China)

Abstract; There is heterogeneity among institutional investors. We find long-term institutional investors
significantly reduce the stock price crash risk. Furthermore, we explore the microeconomic mechanism behind. The
results support both the asymmetric information hypothesis and the divergence of opinion hypothesis. Compared
with short-term institutional investors, long-term institutional investors can not only improve the degree of
information asymmetry within the company, but also reduce the opinion disagreement of market investors, thus
reducing the stock price crash risk. The heterogeneity analysis shows that the higher the ownership
concentration of listed companies and the higher the investors’ attention, the lower the effect of long-term
institutional investors in reducing the crash risk. We construct a quasi-natural experiment of fund manager
replacement, and the results are still consistent.

Key words: long-term institutional investors; stock price crash risk; information asymmetry; opinion
disagreement
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