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Short Selling of Securities Loan and Violations of Information Disclosure .

Evidence from A Quasi-natural Experiment

HUANG Shunwu, LI Xue
(School of Economics, Hefei University of Technology, Hefei 230601, China)

Abstract: From the perspective of China’s capital market securities loan policy launched in 2010, this paper empirically discus-
ses the relationship between short selling of securities loan and information disclosure violations of listed companies. The research
finds that short selling reduces the tendency and frequency of information disclosure violations of listed companies, indicating that
short selling has a good corporate governance effect. The mechanism test shows that short selling reduces the tendency and fre-
quency of information disclosure violations of listed companies by improving the quality of internal control of enterprises, reducing
the motivation of major shareholders “tunneling” and reducing agency costs. Further research shows that short selling has a sig-
nificant restraining effect on listed companies’ information disclosure violations only in groups with a higher proportion of institu-
tional investors and a higher external audit fees, indicating that short selling has complementary effects with institutional investors
and external audit.

Key Words: short selling of securities loan; information disclosure violation; corporate governance; agency cost; registration

system; audit; internal control quality
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