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Abstract 
In recent decades, with the development and improvement of China’s capital 
market, institutional investors have played an increasingly important role in 
China’s stock market. The successful completion of the share-trading reform has 
provided many chances for institutional investors to give full play to their pro-
fessional advantages to participate in corporate governance. Using a fixed-effects 
model, this paper takes Chinese listed companies from 2012 to 2021 as a sample 
to empirically study the relationship between institutional investors’ sharehold-
ing ratio and company value. Also, in this paper, institutional investors are di-
vided into pressure-sensitive institutional investors and pressure-insensitive in-
stitutional investors, which are used to further examine the impact of institutional 
investor heterogeneity on firm value. The research results show that the share-
holding ratio of institutional investors has a significant positive impact on com-
pany value. Compared with pressure-sensitive institutional investors, the share-
holding ratio of pressure-insensitive institutional investors has a stronger positive 
impact on firm value. The results of the robustness test remain robust. 
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1. Introduction 

Over the past two decades, Chinese government has undertaken a series of important reforms to open up the coun-
try’s equity markets and encourage the development of institutional investors, such as granting securities trading au-
thority to qualified foreign institutional investors (QFIIs), social security funds and insurance companies from 2002 to 
2004. In addition, the research of Lin and Fu (2017) pointed out that from 2005 to 2006, China implemented the reform 
of non-tradable shares (referred to as “share reform”), which converted about two-thirds of non-tradable shares into 
tradable shares. By the end of 2006, most of China’s listed companies had participated in the share reform. As a result, 
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the share of institutional investors (including mutual funds, social security funds, insurance companies, brokerages and 
QFIIs) in the total outstanding shares of Chinese listed companies increased from 7.76% in 2008 to 17.7% in 2021. 

At the end of 2018, China central economic work conference clearly pointed out the requirements to guide more me-
dium-term funds and long-term funds into the capital market, and strive to build a good market environment where me-
dium-term funds and long-term funds are willing to come and stay in capital market, which provides good conditions 
for the development and growth of institutional investors in China. In 2019, China Vice Premier Liu He pointed out that 
we should steadily increase the number of long-term performance-oriented institutional investors and focus the impor-
tant concept of “value investment”. With the support of a series of policies, there is a diversified development trend of  
institutional investors in China. Compared to individual investors, institutional investors are often professionals in cer-
tain areas. Therefore, institutional investors can make use of their professional advantages to supervise the operation of 
the management of listed companies and participate in corporate governance, so as to make the operation of listed 
companies more standardized and effective, which could reduce the opportunities for shareholders or managers to in-
fringe on the interests of the company, and thus improve the value of the company. 

Therefore, it is of great theoretical and practical significance to study institutional investors’ shareholding and corpo-
rate value, and to further explore the influence of institutional investor heterogeneity on corporate value. This is mea-
ningful to enrich the study of corporate governance and corporate value’s maximizing. 

2. Literature Review 
In the 1990s, shareholder activism emerged in western capital markets, and more and more scholars paid attention to 

the study of institutional investors’ participation in corporate governance. After decades of development, scholars have 
come to a relatively clear understanding of the impact of institutional investor shareholding on enterprise value, which 
can be roughly divided into the following three categories. 

The first category is that institutional investors shareholding can increase company value.. According to the “Ac-
tive-monitoring” hypothesis, institutional investors will actively participate in corporate governance, so the higher the 
shareholding ratio of institutional investors, the greater the company value. Shleifer and Vishny (1986) were the first 
scholars to put forward the hypothesis of “Active-monitoring” hypothesis. They believed that, compared with many 
scattered minority shareholders, institutional investors would more actively participate in corporate governance and 
minimize information asymmetry and agency problems. Pound (1988) put forward the hypothesis of “Effective super-
vision” and believed that institutional investors could effectively supervise the managers of the company, thus reducing 
agency costs. Moreover, he found that the larger the shareholding ratio of institutional investors, the greater the compa-
ny value would be. McConnell and Servaes (1990) used the samples of 1173 American companies in 1976 and 1093 
American companies in 1986, and found that there was a significant positive correlation between enterprise value and 
the shareholding ratio of institutional investors. Lin and Fu (2017) used the data of Chinese A-share companies to re-
search and point out that institutional investors’ shareholding can improve enterprise value. 

The second category is that institutional investors cannot increase corporate value by holding corporate’s shares. The 
“Passive regulation” hypothesis and the “Exploitation” hypothesis both believe that institutional investors may conspire 
with or submit to corporate managers to protect their own interests. Therefore, institutional investors will not really par-
ticipate in corporate governance, and thus fail to enhance corporate value. According to David and Kochhar (1996), 
institutional investors are regarded as short-term traders, because they carry out speculative short-term stock trading 
based on information advantages to earn profits and meet their needs for special investment portfolios. In this case, in-
stitutional investors will not try to improve corporate governance. Therefore, there is no or weak relationship between 
corporate performance or corporate value and institutional ownership. Pound (1988) proposed the “Conflict of interest” 
hypothesis and believed that institutional investors would be forced to vote together with the company’s executive 
managers, because institutional investors had other profitable business relationships with the invested company. So 
there should be a negative correlation between institutional ownership and corporate value. Ferreira and Matos (2008) 
used the data of equity holdings in 27 countries from 2000 to 2005, and found that there was a significant negative cor-
relation between domestic institutional ownership and enterprise value. 

The third category is the influence of institutional investor heterogeneity on corporate value. According to whether 
institutional investors have business contacts with invested companies, previous scholars such as Cornett, Marcus, 
Saunders, and Tehranian (2007), Ferreira and Matos (2008), Lin and Fu (2017) divided institutional investors into two 
categories: pressure-sensitive institutional investors (banks, insurance companies, social security funds, securities bro-
kers and other institutions) and pressure-insensitive institutional investors (mutual funds and QFII). For example, Fer-
reira and Matos (2008) used the data of institutional ownership in 27 countries from 2000 to 2005 and found that, com-
pared with pressure-sensitive institutional investors, the shareholding ratio of pressure-insensitive institutional investors 
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has a stronger positive impact on firm value. Similarly, Lin and Fu (2017) studied the data of China’s A-share listed 
companies from 2004 to 2014 and found that, compared with pressure-sensitive institutional investors, pres-
sure-insensitive institutional investors had a stronger positive role in promoting company value. 

Not only that, some scholars divide institutional investors into foreign institutional investors and domestic institu-
tional investors according to their origins. What’s more, according to the size of institutional investors’ share of the 
company’s shares, institutions are divided into large institutional investors and small institutional investors. 

As for the influence of institutional investors’ shareholding on corporate value, nowadays, scholars have not reached 
a unified conclusion. Early studies are generally based on the “Active-monitoring” hypothesis, the “Passive regulation” 
hypothesis and the “Exploitation” hypothesis, taking institutional investors as a whole to do research. Later, with the 
rapid development of the capital market, there are more and more types of institutional investors, and many scholars 
have begun to study the impact of institutional investor heterogeneity on corporate value. A large number of studies 
have found that different types of institutional investors have certain differences in investment preferences, investment 
scale, and so on, which have different effects on corporate value. Therefore, this study will conduct an empirical study 
on the relationship between institutional investor shareholding and firm value. Also, in this paper, institutional investors 
are divided into pressure-sensitive institutional investors and pressure-insensitive institutional investors, which are used 
to further examine the impact of institutional investor heterogeneity on firm value. 

3.Hypotheses Development 
Compared with individual investors, institutional investors have larger capital scale, more professional investment 

ability and more standardized investment behavior. Moreover, institutional investors are good at using their professional 
knowledge to select excellent listed companies for investment. According to the “Active-monitoring” hypothesis, insti-
tutional investors can minimize information asymmetry and agency problems by actively monitoring company’s busi-
ness. For example, Pound (1988) proposed the “Effective supervision” hypothesis that institutional investors can effec-
tively supervise corporate managers and thus reduce agency costs. Moreover, he found that the larger the shareholding 
ratio of institutional investors, the greater the corporate value. Similarly, Brickley, Lease, and Smith (1988) found that 
the higher the shareholding ratio of institutional investors, the higher their enthusiasm to participate in corporate gover-
nance and the stronger their supervision over the management of listed companies. In addition, Lin and Fu (2017) 
pointed out that China’s rapid economic growth in the past 20 years has provided once-in-a-lifetime opportunities for 
investors, so most institutional investors in China are more likely to try to play an active supervisory role in order to 
gain more returns from the excellent performance of investees during the economic boom. Therefore, this study expects 
a positive correlation between the shareholding ratio of institutional investors and company value. Therefore, we pro-
poses hypothesis 1: Institutional investors shareholding can increase company value. 

From the perspective of the heterogeneity of institutional investors, previous scholars such as Cornett et al. (2007), 
Ferreira and Matos (2008), Lin and Fu (2017) based on the independence of institutional investors and listed companies 
(invested companies) business relationships, divide institutional investors into two categories: pressure-sensitive institu-
tional investors (banks, insurance companies, social security funds, brokerages and other institutional investors) and 
pressure-insensitive institutional investors (mutual funds and QFIIs). Among pressure-insensitive institutional investors, 
mutual funds is the most important institutional investors in the capital market, holding relatively large shares. When 
the stock price fluctuates, the mutual fund is restricted by the stock market trading mechanism. So it will be difficult for 
mutual fund to quickly sell their stock and stop the loss in time. Therefore, the active participation of mutual funds in 
corporate governance will help them achieve higher returns on investment. QFIIs have excellent corporate governance 
capabilities, because QFIIs have nurtured rich investment experience and complete investment concepts in mature 
western capital markets. Also, QFIIs can play an active role in improving corporate governance efficiency. However, 
compared to pressure-insensitive institutional investors, pressure-sensitive institutional investors have close business 
relationships with listed companies (investee). In order to maintain a good cooperative relationship with listed compa-
nies, pressure-sensitive institutional investors often lack motivation to oversee the management of the company. For 
example, Brickley et al. (1988) found that banks and insurance companies were more supportive of management actions 
than other types of institutional investors. Therefore, we proposes hypothesis 2: Compared with pressure-sensitive in-
stitutional investors, the shareholding ratio of pressure-insensitive institutional investors has a stronger positive impact 
on firm value. 

4.Methodology Development 
4.1. Data Sources 

In this study, samples are selected of companies that listed and issued A-shares on the Shanghai Stock Exchange and 
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Shenzhen Stock Exchange from 2012 to 2021. The data are all from the Wind database and CSMAR database. In order 
to ensure the integrity and stability of the data and make the data more representative and effective, this paper screened 
the data and eliminated: (1) ST and *ST listed companies; (2) Only issued B shares (3) financial companies (such as 
banks, insurance companies and securities companies); (4) companies with incomplete data. After screening, a total of 
3514 sample companies were obtained. Therefore, the final sample of this study includes 3514 listed companies with a 
total of 21536 observations. In this study, all continuous variables are winsorized at the 1% quantile and 99% quantile 
in order to reduce the impact of outliers on empirical research, thereby improving the accuracy of the analysis. 

4.2. Variable definitions 
4.2.1. Explainedvariable 

In this paper, Tobin’s Q is taken as the measurement index of the enterprise value of listed companies, which refers 
to the ratio of market value to replacement cost. Tobin’s Q is widely used as a measure of firm value in the finance lite-
rature. This study follows the method of Lin and Fu (2017), and the calculation method of Tobin’s Q value adopted in 
this study is as follows: 

Tobin’s Qi,t=(Book value of total assetsi,t+ Market value of equityi,t- Booke value of equityi,t) / Book value of total 
assetsi,t 

Notes: Book value of total assetsi,t is the book value of the company’s total assets at the end of the year. Market value 
of equityi,t is the market value of the company's equity at year-end. Book value of equityi,t is the book value of the com-
pany’s equity at year-end. 

4.2.2. Explanatory variable 
Referring to the article of Lin and Fu (2017), this study defines the shareholding ratio of institutional investors 

(INSTO_ALL) as the proportion of the outstanding shares held by all institutional investors in the total outstanding 
shares of the company at the end of the year. Based on the independent business relationship between institutional inves-
tors and invested companies, this study divides institutional investors into pressure-sensitive institutional investors and 
pressure-insensitive institutional investors. Specifically, pressure-sensitive institutional investors (INSTO_PASSIVE) is 
measured as the total number of shares outstanding held by banks, insurance companies, social security funds, securities 
firms and other institutional investors as a percentage of the company’s total shares outstanding at year-end. And pres-
sure-insensitive institutional investors (INSTO_ACTIVE) is measured as the total number of shares outstanding held by 
mutual funds and QFII as a percentage of the company’s total shares outstanding at year-end. 

4.2.3. Control variable 
Referring to previous study, such as McConnell and Servaes (1990), Morck, Shleifer, and Vishny (1988), this study 

chooses five control variables. 5 control variables are shown in Table 4-1. 

Table 4-1 

Symbol Variables name Explanation 

LEV Debt to asset ratio Debt to asset ratio at the year end. 
LNSIZE Firm size Logarithm of the company’s total assets at year-end. 

INV Firm’s investment level 
The ratio of the total cash paid for the purchase and construction of 
fixed assets, intangible assets and other long-term assets to the total 

assets at the beginning of the year. 

DEV Firm’s growth ability 

This study uses the growth rate of total assets to represent the growth 
ability of enterprises. The growth rate of total assets is the ratio of the 
difference between the company’s total assets at the end of the year 

and its total assets at the beginning of the year. 

ROA Return of assets Ratio of net profit to average total assets at the year-end. 

4.3.Empirical Model 
In this paper, according to the method of Yuan, Xiao, and Zou (2008), the lagged one-period value of the sharehold-

ing ratio of institutional investors and the lagged one-period value of the control variable are used to regressed with the 
current corporate value. This is because the lagged one-period method takes into account the influence of the change of 
the shareholding ratio of institutional investors on the future corporate value of sample companies. 
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To verify hypothesis 1, model 1 was constructed as follows: 
Tobin’si,tQ =a0 + a1INSTO_ALLi,t-1 

+∑Controli,t-1+∑Year dummies +εi,t 
To verify hypothesis 2, model 2 was constructed as follows: 

Tobin’si,tQ =a0 + a1INSTO_ACTIVEi,t-1 

+∑Controli,t-1+∑Year dummies+εi,t 
To verify hypothesis 3, model 3 was constructed as follows: 

Tobin’si,tQ =a0 + a1INSTO_PASSIVEi,t-1 

+∑Controli,t-1+∑Year dummies+εi,t 

5. Empirical Analysis 
5.1. Summary Statistics 

Descriptive statistics of each research variables are presented in this section. Table 5-1 shows that the average To-
bin’s Q value is 2.074, and the average Adjusted Tobin’s Q value is 0.779, indicating that the enterprise value and the 
shareholding ratio of institutional investors may be different in different industries. The average share held by institu-
tional investors is 0.38. The average of shares held by pressure-insensitive institutional investors is 0.045, and the aver-
age of shares held by pressure-sensitive institutional investors is 0.333, which indicates that the shares of pres-
sure-sensitive institutional investors are relatively concentrated in China. As for the control variables, the minimum 
value and maximum value of the company’s asset-liability ratio are 0.053 and 0.896, respectively, and the standard 
deviation is 0.207, indicating that there are large differences in the asset-liability ratio of each sample listed company. 
The minimum value and maximum value of company size are 19.89 and 26.27, respectively, and the standard deviation 
is 1.309, indicating that there is a certain gap in the size of sample companies. The average level of corporate invest-
ment is close to 0.06, which indicates that, on average, companies will invest a certain amount of money to promote 
their development every year. The average value of the company’s growth ability is 0.18, and the average value of ROA 
is close to 0.04, indicating that the sample company has good profitability and good growth. 

Table 5-1 

 (1) (2) (3) (4) (5) 
VARIABLES N Mean Sd Min Max 

Tobin’s Q 25,907 2.047 1.336 0.856 8.783 
Adjusted Tobin’s Q 25,907 0.779 1.299 -2.752 6.933 

INSTO_ALL 21,536 0.380 0.241 0 0.883 
INSTO_ACTIVE 21,536 0.045 0.074 0 0.387 
INSTO_PASSIVE 21,536 0.333 0.240 0 0.856 

LEV 21,536 0.418 0.207 0.053 0.896 
LNSIZE 21,536 22.19 1.309 19.89 26.27 

INV 21,536 0.058 0.060 0 0.317 
DEV 21,536 0.180 0.321 -0.309 1.886 
ROA 21,536 0.039 0.058 -0.253 0.195 

Note: N is the number of observed values of the variable; Mean is the mean of quantity; Median is the median of the variable; Sd is the standard devi-
ation of the variable; Min is the minimum value of the variable; Max is the maximum value of the variable. 

5.2. Empirical Regression Analysis 
In order to alleviate the endogeneity problem in model estimation, this study draws on the method of Yuan et 

al.(2008) and adopts the panel fixed effects model, combining individual fixed effects and time fixed effects, to conduct 
a regression analysis on the shareholding ratio of institutional investors and firm value. 

The regression results of institutional investor shareholding ratio and enterprise value are shown in Table 5-2. It is 
clear that the influence coefficient of institutional investors' shareholding ratio (INSTO_ALL) on enterprise value is 
0.901, which is significant at the confidence level of 1%, indicating that the enterprise value will increase by 0.901% 
with every 1% increase of institutional investors’ shareholding ratio. The coefficient is positive, indicating that there is a 
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positive correlation between the shareholding ratio of institutional investors and enterprise value. The higher the share-
holding ratio of institutional investors, the enterprise value can be significantly improved, thus verifying hypothesis 1. 
The results of this study are consistent with the findings of Ferreira and Matos (2008), Yuan et al. (2008), Lin and Fu 
(2017), which indicates that institutional investors can make use of their professional advantages to supervise the opera-
tion of the companies and actively participate in corporate governance, so as to make the operation of companies more 
standardized and effective. In this way, institutional investors can reduce the opportunities for shareholders or managers 
to infringe on the interests of the company, and thus lower corporate financing costs, thereby increasing corporate val-
ue. 

The regression results of the shareholding ratio of pressure-insensitive institutional investors, the shareholding ratio 
of pressure-sensitive institutional investors and enterprise value are shown in Table 5-3. It is clear that the influence 
coefficient of the shareholding ratio of pressure-insensitive institutional investors (INSTO_ACTIVE) on enterprise val-
ue is 1.849, and it is significant at the 1% confidence level, indicating that for every 1% increase in the shareholding 
ratio of pressure-insensitive institutional investors, the enterprise value will increase 1.849%. The influence coefficient 
of the shareholding ratio of pressure-sensitive institutional investors (INSTO_PASSIVE) on enterprise value is 0.636, 
and it is significant at the 1% confidence level, indicating that for every 1% increase in the shareholding ratio of pres-
sure-sensitive institutional investors, the enterprise value will increase 0.636%. This result shows that compared with 
pressure-sensitive institutional investors, pressure-insensitive institutional investors’ shareholding ratio has a stronger 
positive effect on firm value, thus validating hypothesis 2.  

Also, the results of this study are consistent with the findings of Ferreira and Matos (2008), Yuan et al. (2008) and 
Firth, Gao, Shen, and Zhang (2016), which suggestthat pressure-insensitive institutional investors played an active role 
in governance and promoted the enhancement of enterprise value. This is because pressure-insensitive institutional in-
vestors do not have commercial connections with the companies (investee). So pressure-insensitive institutional inves-
tors could maintain their independence as external shareholders, participate more actively in corporate governance, and 
thus promote corporate value. In addition, it also shows that China’s policymakers have achieved some success in their 
efforts to develop mutual funds and QFII funds into major institutional investors. 

Table 5-2. The regression results of institutional investor shareholding ratio and enterprise value 

VARIABLES Tobin’s Qi,t 

INSTO_ALLi,t-1 0.901*** 
LEV i,t-1 0.346*** 

LNSIZE i,t-1 -0.444*** 
INV i,t-1 -0.518*** 
DEV i,t-1 -0.144*** 
ROA i,t-1 1.165*** 
Constant 11.120*** 

Observations 21,536 
Number of stock 3,514 

R-squared 0.248 
Company FE YES 

Year FE YES 
F test 0 

Adjusted R-squared 0.101 
F 424.4 

Note: ***, ** and * indicate that the statistic is significant at the 1%, 5% and 10% confidence levels, respectively. 

5.3. Robustness check 
Lin and Fu (2017) pointed out that the enterprise value and the shareholding ratio of institutional investors may vary 

by industry. So, this study refers to the research methods of Woidtke (2002), Lin and Fu (2017), using industry-adjusted 
enterprise value (Adjusted Tobin’s Q) as the explained variable to conduct regression analysis on institutional investor 
shareholding ratio and enterprise value, in order to re-test the two hypotheses proposed in this study. 
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The regression results of institutional investor shareholding ratio and industry adjusted enterprise value are shown in 
Table 5-4. It is clear that the influence coefficient of institutional investor shareholding ratio on industry-adjusted enter-
prise value is 0.845, and it is significant at the 1% confidence level, indicating that for every 1% increase in institutional 
investor shareholding ratio, the industry-adjusted enterprise value would rise by 0.845%. Therefore, the results of this 
robustness test can still support hypothesis 1. 

The regression results of the shareholding ratio of pressure-insensitive institutional investors, the shareholding ratio 
of pressure-sensitive institutional investors and industry adjusted enterprise valueare shown in Table 5-5. It is clear that 
the influence coefficient of the shareholding ratio of pressure-insensitive institutional investors on enterprise value is 
1.451, and it is significant at the 1% confidence level. Also, the shareholding ratio of pressure-sensitive institutional 
investors has a significant positive impact on enterprise value. But its influence coefficient of is 0.651, and it is signifi-
cant at the 1% confidence level. So, it can be seen that compared with pressure-sensitive institutional investors, the 
shareholding ratio of pressure-insensitive institutional investors has a stronger positive impact on company value, and 
the results of this robustness test can still support hypothesis 2. 

Table 5-3. The regression results of the shareholding ratio of pressure-insensitive institutional investors, the shareholding 
ratio of pressure-sensitive institutional investors and enterprise value 

 (1) (2) 
VARIABLES Tobin’s Qi,t Tobin’s Qi,t 

INSTO_ACTIVE i,t-1 1.849***  
INSTO_PASSIVEi,t-1  0.636*** 

LEV i,t-1 0.382*** 0.356*** 
LNSIZE i,t-1 -0.420*** -0.438*** 

INV i,t-1 -0.588*** -0.477*** 
DEV i,t-1 -0.203*** -0.136*** 
ROA i,t-1 1.013*** 1.297*** 
Constant 10.774*** 11.090*** 

Observations 21,536 21,536 
Number of stock 3,514 3,514 

R-squared 0.243 0.239 
Company FE YES YES 

Year FE YES YES 

Note: ***, ** and * indicate that the statistic is significant at the 1%, 5% and 10% confidence levels, respectively. 

Table 5-4. The regression results of institutional investor shareholding ratio and industry adjusted enterprise value 

VARIABLES Adjusted tobin’s Qi,t 
INSTO_ALLi,t-1 0.845*** 

LEV i,t-1 0.390*** 
LNSIZE i,t-1 -0.417*** 

INV i,t-1 -0.534*** 
DEV i,t-1 -0.161*** 
ROA i,t-1 0.870*** 
Constant 9.517*** 

Observations 21,536 
Number of stock 3,514 

R-squared 0.116 
Company FE YES 

Year FE YES 

Note: ***, ** and * indicate that the statistic is significant at the 1%, 5% and 10% confidence levels, respectively. 
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Table 5-5. The regression results of the shareholding ratio of pressure-insensitive institutional investors, the shareholding 
ratio of pressure-sensitive institutional investors and industry adjusted enterprise value 

 (1) (2) 
VARIABLES Adjusted tobin’s Qi,t Adjusted tobin’s Qi,t 

INSTO_ACTIVEi,t-1 1.451***  
INSTO_PASSIVE i,t-1  0.651*** 

LEV i,t-1 0.424*** 0.397*** 
LNSIZE i,t-1 -0.393*** -0.412*** 

INV i,t-1 -0.585*** -0.495*** 
DEV i,t-1 -0.210*** -0.151*** 
ROA i,t-1 0.769*** 0.995*** 
Constant 9.202*** 9.509*** 

Observations 21,536 21,536 
Number of stock 3,514 3,514 

R-squared 0.108 0.109 
Company FE YES YES 

Year FE YES YES 

Note: ***, ** and * indicate that the statistic is significant at the 1%, 5% and 10% confidence levels, respectively. 

6. Conclusion 
With the development and improvement of China’s capital market, institutional investors play an increasingly im-

portant role in China’s stock market. Using the data of 3,514 Chinese A-share listed companies from December 2012 to 
December 2021, this study analyzes the impact of institutional investor shareholding ratio on enterprise value. We find 
that institutional investors shareholding can increase company value. Compared with the pressure-sensitive institutional 
investors, the pressure-insensitive institutional investors’ shareholding ratio has a stronger positive impact on the com-
pany’s value. The results of robustness tests are still significant. To this end, this paper has following inspirations: 

1) China should vigorously develop institutional investors and improve their structure. Institutional investors play an 
important role in improving corporate governance, enhancing corporate risk-taking and corporate value. So, China’s 
capital market need more institutional investors with value investment concepts. Also, weshould focus more on 
press-insensitive institutional investors. In addition, we should appropriately increase the proportion of mutual funds 
and QFIIs, because mutual funds and QFIIs have strong supervisory roles, well-developed development, and good cor-
porate governance functions.  

2) We should activelyencourage institutional investors take part in corporate decision-making, encourage institutional 
investors to disclose their participation in the exercise of corporate governance power, and promote the role of institu-
tional investors in the governance of listed companies. 

3) At present, the investment behavior of some institutional investors is short-sighted. This is not only because of 
their own immaturity, but also because there is no good institutional environment to constrain their behavior. In this 
way, relevant laws should be issued to improve the legal system for investors to exercise their powers and provide legal 
basis for the exercise of their functions. 
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