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Information Manipulation, Share Price Shock and Regulation Control

Zhang Zongxin* Ji Lei?

(1. Post-doctorate Workstation of Finance Institute, Fudan University, Shanghai 200433; 2. Institute of
Finance, Northeast Securities Co., Ltd.)

Abstract: At an emerging securities market, the essential reason of insider information manipulation is
immature securities market which results in “information rent”. In order to seek for information rent, listed
company and institutional investor collude to collaborate a strategy rent coalition by information dominant
and fund superiority, so as to manipulate share price and obtain the exceeding earnings. During the process
of information manipulation, there exists a dynamic game between information manipulator and uniformed
trader. The superior information institutional investor manipulate insider information, break the asset price
equilibrium and form the new price equilibrium. The information manipulation process is also the shock of
share price. Empirical study manifests that severe information manipulation exists universally in China stock

market. For this reason, strengthening securities regulation and information manipulation being controlled



become the essential condition of continuous development to China stock market.

Key words: Information manipulation; Information rent; Share price shock; Regulation Control
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