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Analyst Tracking, Internal Control Deficiency and Institutional Ownership

LIN Zhonggao, CHEN Xi
(School of Business, Anhui University of Technology, Ma’anshan 243002, China)
Abstract; Taking A-share listed companies in Shanghai and Shenzhen from 2009 to 2015 as a sample, this paper makes a re-
search on the relationship between the analyst following, internal control deficiency and interaction influence on the institution-
al ownership based on the theory of signal transfer and the perspective of information preference. The result indicates that from
the static and dynamic perspectives, the proportion of institutional investor shareholding is relatively low in companies with in-
ternal control deficiency, but in similar companies with more analysts tracking, the institutional investor shareholding is still
high, analysts tracking can effectively weaken the negative effects of internal control deficiency to institutional investors. The
internal and external information concerning the enterprise has different signal value and decision making for institutional inves-
tors in decision-making, namely, the investors have preference to decision-making cognition and information orientation. The
signal value of analysts tracking is far beyond the impact of internal control deficiencies on institutional investor shareholdings.
Key Words: analyst following; internal control deficiencies; institutional ownership; information transferring theory; corpo-

rate governance; operating cash flow; information asymmetry; board size
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