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Do Executives and Their Relatives Fish in Troubled
Water when Trading Their Own Companies’ Stocks?
An Empirical Study on the Influence of Information
Transparency on Insider Trading’s Informativeness

ZENG Qing-sheng

(Institute of Accounting and Finance , Shanghai University o f
Finance and Economics, Shanghai 200433, China)

Abstract: Based on a sample of insider trading of companies listed on Shenzhen’s main
board and SME board from 2007 to 2011, this paper regards Shenzhen Securities Exchange’s
(F 45 88 )
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short run. China’s coal-fired power sector consumes more than 50% coal and its total pol-
lutant emissions rank the largest one in the world, determining the environment quality in
China. This paper takes prices for coal used in power generation and industry technology
policy as key variables and introduces them into the analysis of structure changes in coal
-fired power industry.It arrives at the conclusions as follows: firstly, the increase in prices
for coal used in power generation and the constant integration of two-track price system are
market-oriented factors contributing to the upgrading of large unit capacity of fired power
plants; secondly. the government coal-fired power industry structure and changes in tech-
nology and environment-protection policy affect the trend and margin of the improvement
of technology structure; thirdly, the decrease in the conflict between market mechanism
and government intervention is the critical premise of the realization of structural emission
reduction in coal-fired power industry. The results also reveal that structure optimization
and the increase in energy efficiency in coal-fired power industry depend on not only the ex-
ertion of the guidance of input product prices, but also the improvement of the role of en-
vironment supervision and regulation.

Key words: coal-fired power industry; structure optimization; energy saving and e-

mission reduction; prices for coal used in power generation; government regulation
(wiERiE BA—rH
(B35 26 )
rating of information disclosure and earnings management level as proxies of information
transparency and tests the effect of information transparency on the informativeness of the
trading of executives and their relatives, namely medium-term and long-term returns. It
comes to the following conclusions: the trading of executives with low information trans-
parency could lead to significant abnormal returns, but executives with high information
transparency could not; and the increase/decrease in corporate information transparency
could enhance/weaken the informativeness of executive trading; however, information
transparency has no significant effect on the trading returns of executives’ relatives and the
trading of all executives’ relatives results in substantial abnormal returns. The results im-
plicate that executive trading may be mainly based on their superiority of forecast of future
medium-term and long-term corporate performance, while relative trading perhaps is more
based on nonpublic inside information. It suggests that market regulators should devote to
advance information quality of listed companies to decrease insiders’ opportunity to fish in
troubled water when trading their companies’ stocks and take precaution against relatives’
insider trading.
Key words: information transparency; insider trading; informativeness; executives’

relative (FriEm#aE & 4i7)



