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The Information Motivation and Limiting Factors of Insider Trading
Dong Xin-xing Li Dan

Abstract: The information motivation of insider trading means the directors, supervisors,
managers and major shareholders of listing corporations acquire profits and avoid losses by
utilizing their information advantages, based on the judgments of influence of these information
on the company’s stock price. Base on the reports of manager’s profit forecast issued by listing
corporations and the stock data of Shanghai Stock Exchange from 2007 to 2012, this paper
analyzes the information trading motivation of insider trading from the perspectives of the
relationship of insider trading and the attributions and timing of manager’s profit forecast, also
their impacts on the forecast errors of managers’ profit forecast. The results of empirical study
shows: 1. there exists significant relationship between the insider trading and the timing of profits
forecasts. Insider usually buy (sell) their corporations stock before the disclosure of good (bad)
news. 2.There is correlation between the insider trading and the error of managers’ profit forecast.
3.The corporate governance and market elements can partially affect the motivation of insider
trading.
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USRTERs) NTERs) USRS RS NTERs
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AT i AT [ TR AR AT 2R WU R LR T I AT A RS AE 5 2 2 ) B
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o, ABSError Jy b3 SCk i &R ol 22 e e Traper S b 30e OS I EA
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MR (Volatility)
AT HEIR 2L (Days) « WAL S J5 1] (Direct) «

Az E; Govern A RNAEIACE, WITHLMSTEA RFBHLA (nstitute)

WAE S KA E I LEE (B/MD

AT S R PE (News) « hcAi i A I 1Y) I IYIH B 4 1 S5 s
2w PrJE ATk AR i (Ind_dummy)

KIB AR LE

F (Firsts) . B EHE#RHL WL (ndDin) %5; Market, iy, Wi
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%8 ZEEX
A E X
A
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ARG AR NI 78

Institute BRI 25 H—ZH% A AU S5 H R

First5 TR TS A5 — A T 5 KRR BIFF IR Ee i) 2 A

IndDir AR A& — = A W HE oy Th oo R 1 L]

Market1 WAEHELY (2009) S50 444( HIGIX . EEET) Wi 80, %48
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Analysts WL BRI 23 A H I 20 B KK

[l 45 SRR 9 FioRk. WA KRG, Traper (AREONIE, HAEKBARLL S AR St
B2, ITUE I P BNAE S 5 1T 24 ) 5 B ¥ 8RO I A7 3 T E T G R,
TERB 3 MRE, AT S LR, BRI T R K. AR A g R, A
AR (MV) | T ES KA AL (BIMD « iR (Volatility) &R F5II &
JEME (News) A 42 Tl sh 1) 1 1 BE 85 4F RS2 8 A1 H WM K%L (Days) 454 & () ul )5
FEIS R IEME. e, Volatility F1 Days [ R EIIGe B2, SEITNIT RGBS, 1iigia)
RO, H 0T A SR8 A PO () RS i S BRAIG . PIE AZE 5 J7 ) (Direct) A RECK £, (H
EEEET S NTE N

LEFEH T A TR A B R A E R 2 G, BA T ARNAE AR5 M. d 4 H
B, ASCRAMARNAEAS RS, AR B EREARRIER, KRARFFRLILR (Firsts) 3%
N, AR T R ARK A B2 (I 2 o i A AR R R 4 SRR 3, AT 5 Ak T
T AEABIFS M 2w B P NAS B LA SR B R T 5 2 A B 2 AR

E g R b, A HTIm%ce (Analysts) 12 EE S I EREARIA 4 0.4934, 1
RIBEARREAR T H-0.3562, PIEINLES D 19%K BE KT FRE. BN T oMz,
R L2 AU 1) R B S R R T . TSR (Marketl) ) R EE R B2 FEAR ]
I 4-1.2810, 7EKIRAKEAIH 4-0.2302, P& IILEE /D 5% W E/KFZ FRE. N
M, — X T R R, AT BT T ] BE MR, 2 W 2B AT A A T
W, NI A AR A B SRR B WL . 55— 51T, s AR B v O X, 3% 2 T 4
AR REIAAKT, X287 W A A B R e, 2 T P RS S A L T
UITiNEE S

9 EZ GRS
LI K2R

% T1H EX T1H
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Traper 0.7432 0.5095 0.3575* 1.7340

PR

MV 0.0001 0.5502 0.0001 0.4564
B/M 12.4838*** 2.1196 42713 0.8995
Volatility 0.1223* 1.7068 0.0259 0.3555
News 2.2837 0.8319 6.3975*** 2.8631
Days 0.0541* 1.7330 0.0632*** 2.4521
Direct -2.5365 -1.0128 -0.5990 -0.2016

Ind_dummy il Pl et Pl
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N ] IE AR
Institute 0.0543 0.8851 -0.0306 -0.5897
First5 -0.3046* -1.8742 0.4575 1.6759
IndDir 0.0291 0.7224 0.0698 0.9832
Hi et s
Marketl -1.2810*** -2.3060 -0.2302** 2.0313
Analysts -0.4934*** -2.1887 -0.3562*** -2.2020
HEARRR YRS
Adjusted R-squared 0.0661 0.0581
F-statistic 2.3763*** 2.7433***
Prob(F-statistic) 0.0074 0.0040
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