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Table 4 2SLS Regression Results for One Instrumental Variable
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Table 5 Impact of the 41" Memo on Probability of Informed Trading
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Table 6 Balance of Propensity Score Matching Results
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Table 7 Differences in Probability of Informed Trading between SZSE and SSE Listed Firms
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Impact of Information Disclosure of Site Visits on
the Probability of Informed Stock Trading

XIANG Cheng, YANG Jun
School of Economics and Business Administration, Chongqing University, Chongqing 400044, China

Abstract: Corporate site visits offer visitors information advantages and increase the information asymmetry between visitors
and non-visitors. There are differences between Shenzhen Stock Exchange (SZSE) and Shanghai Stock Exchange (SSE) in the
choice of whether to disclose such visits. Since July 2012, SSE has changed the disclosure requirements from centralized dis-
closure in the annual report to the disclosure of visit details within two trading days after the end of each visit. The differences
in disclosure requirements and the reform offer a quasi-natural experiment to study the critical question of whether and how
corporate site visits should be disclosed to mitigate the information asymmetry caused by such visits.

The probability of informed trading (PIN) is a valid indicator of information asymmetry. The aforementioned question can
be answered by comparing the impact of corporate site visits on PIN before and after July 2012, and by showing the change in
the relative PIN level between SZSE firms and SSE firms. Using extreme weather conditions of cities where firms’ headquar-
ters are located as the instrument of the frequency by which firms are visited by institutional investors or analysts, we address
the endogeneity concern about the relationship between visitors’ visiting preferences and the information asymmetry of firms
visited, and, thus, establish the causality between site visits and PIN.

We find a significant and positive impact of corporate site visits on PIN of visited firms. However, after July 2012, the
above positive correlation was significantly weakened, and the probability of informed trading of stocks of SSE companies de-
creased significantly compared with SSE companies that did not need to disclose the visits. After requiring timely disclosure of
the details of the visits, and compared with institutional investors, analysts' participation in the visits has a more significant in-
hibitory effect on the probability of informed trading of the stocks of the visited companies. The more questions raised in the
visits, the more words of the questions or the answers to the questions, that is, the more information related to the company’s
value mined and disclosed by the visits, the higher the probability of informed trading of the stocks of the visited companies.

These results imply that disclosing visit details timely can help disseminate valuable firm-specific information discovered
by institutional investors or analysts to the entire market promptly, which suppresses their informed trading and reduces the in-
formation asymmetry among market participants. In contrast, disclosing such visits collectively and vaguely in annual reports
cannot function similarly. SSE could increase the fairness of information acquisition among market participants by requiring
firms to disclose corporate site visits in a timely and detailed manner in a similar way to the requirements of SZSE.

Keywords: site visits; information disclosure; information asymmetry; probability of informed trading; institutional investors;

analysts
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