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Independent Directors from Securities Companies
and Informed Trading in Listed Companies

HE Xian-jie', SUN Shu-wei*, ZENG Qing-sheng'
(1.Institute of Accounting and Finance , Shanghai University of Finance and
Economics, Shanghai 200433, China ; 2.School of Accountancy . Shanghai
University of Finance and Economics, Shanghai 200433, China)

Abstract: In recent years, there is an embarrassed phenomenon in Chinese capital
market that some independent directors, especially from securities companies, who are the
best hope for listed corporate governance as for regulatory authorities and stakeholders,
use the convenience of obtaining the information of listed companies and engage in in-
formed trading. This paper tests the relationship between a special type of insiders, namely
independent directors from securities companies, and the severity of informed trading for
the first time. It comes to the results as follows: firstly, the severity of informed trading in
companies hiring independent directors {rom securities companies is significantly higher
than the one in other companies, especially in companies with lower accounting informa-
tion quality or low-quality auditors; secondly, as for companies that once hired independ-
ent directors from securities companies, severe informed trading occurred during the occu-
pancy of their posts. The conclusions provide important reference for the rethink and per-
fection of independent director system as for securities regulatory authorities.

Key words: independent director; brokerage background; informed trading
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