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Does earnings quality affect the decisions of institutional investors?
An empirical evidence from selling behavior by institutional
investors in private equity placement

XUE Shuang', ZHENG Qi?

(1.Institute of Accounting and Finance , School of Accountancy, Shanghai University of finance and
economics, Shanghai, 200433;

2. School of Accountancy, Shanghai University of finance and economics, Shanghai, 200433)
Abstract: Taking an unique sample, we study the impact of earnings quality on the investment decision
of institutional investors. Our empirical results show that just after the lock-up period of private equity
placement, the institutional investors who have participated in private equity placement will sell out
shares according to earnings quality of firms. That is, the lower of earnings quality, the higher of
magnitude of institutional investors selling-out. As a results of selling-out of institutional investors, the
lower of the earnings quality, the larger of increase ratio of the number of shareholders and the higher

the change of shares’ turnover.

Key words: earnings quality; institutional investors; selling-out of shares; change of the number of

shareholders; change of turnover
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