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Table 6 Results of Mediating Effects Test for Influence Mechanism
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Abstract: Based on the existing mainstream research outside China, scholars have reached a consensus on the influence mech-
anism of stock liquidity, that is, stock liquidity mainly affects corporate behavior through threeinfluencemechanisms: informa-
tion effect, governance effect and short-sighted effect. However, relevant research based on Chinese data has not reached a
consensus on the influence mechanism of stock liquidity. Therefore, the applicability of mature theoryoutside China on influ-
ence mechanism of stock liquidity in China and the real impact of stock liquidity on Chinese listed companies are worthy of in-
depth discussions.

Based on the data of Chinese listed companies from 2003 to 2019, this study uses OLS multiple regression, firm-fixed ef-
fects model, Fama-MacBeth regression, change model, Propensity Score Matching, instrumental variable method, difference-in-
differences model and other methods to test the impact of stock liquidity on Chinese listed companies, as well as the applicabil-
ity of the three influence mechanisms of information effect, governance effect and short-sighted effect in China. Based on the
analysis of the Chinese institutional context, this study tests that stock liquidity enhances firm value, and its influence mechan-
ism is mainly the information effect and the governance effect of institutional investors. For the test of information effect, this
study uses the probability of informed trading as a mediating variable for the mediating effect test and examines the moderat-
ing effect of information environment and investor professionalism. For the governance effect of institutional investors, this
study focuses on the exit threat of institutional investors.

The study reveals that: (DStock liquidity improves firm value. The result remains robust after a variety of testing methods.
The reason why stock liquidity can enhance firm value is more likely to be derived from the information effect and the gov-
ernance effect of institutional investors. Regarding the governance effects of blockholders and short-sighted effects, they are
not supported by relevant evidence. @Based on the information effect, when the information environment is better or the pro-
fessionalism of investors improves, the role of stock liquidity in enhancing firm value through the information effect is
strengthened. @Regarding the exit threat of institutional investors, when the management holds more shares, the management
is more afraid of falling stock prices. Meanwhile, the exit threat of institutional investors is more obvious. @Regarding the
governance effect of blockholders, it has not been found that stock liquidity is conducive to the formation of blockholders, that
is, the vocalization mechanism of blockholders is excluded. In addition, it has not been found that stock liquidity is conducive
to the exit threat of blockholders. In this regard, the short-sighted effect derived from the pressure of listed companies to be ac-
quired has also been ruled out. &The possible short-sighted effects of institutional investors have not been confirmed.

Because there are certain differences between China’s institutional background and foreign countries, some influence
mechanisms cannot be very explanatory in China. Through theoretical analyses and empirical tests, this study examines the real
impact of stock liquidity on Chinese listed companies, and supplements the limitations of existing research on the economic
consequences of Chinese stock liquidity in explaining the influence mechanism.
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