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Market discipline or rent extraction: Impacts of share trading by 

foreign institutional investors in different corporate governance 

and investor protection environments 

 

 

Abstract 

Minority investors’ reliance on market discipline can vary with different country-level investor 

protection and firm-level corporate governance environments, which affect both discipline and 

rent extraction incentives of foreign institutional investors (FIIs). Using data from 47 

economies between 2009 and 2017, we find that firm value increases with FIIs aggressive 

trading but decreases with FIIs discreet trading. The positive and negative impacts of FIIs 

trading are strengthened when investor protection is stronger, but weakened when corporate 

governance is stronger. Our analysis enhances understanding of trade-offs of FIIs trading 

between discipline and rent extraction in different corporate governance and investor protection 

environments.  

 

 

JEL Classification: G14; G32; G34 

 

Keywords: Foreign institutional investors; Informed trading; Corporate governance; Market 

discipline; Institutional environment; Investor protection; Firm value 

 

 

 



3 

 

1. Introduction 

 

Foreign institutional investors (FIIs) are an influential group of informed investors as they 

normally have sophisticated information collection and processing skills (Campbell & Kracaw, 

1980). FIIs typically take small shareholdings in their target firms because they are making 

portfolio investments and wish to maintain liquidity and/or diversify risk (Tesar & Werner, 

1995) and because many host countries have restrictions on foreign ownership concentrations 

(Hattari & Rajan, 2011; Zhang, Yang, Strange, & Zhang, 2017). FIIs may influence the 

management of their target firms either directly through their shareholdings or, to a greater 

extent, through their share trading activities (Admati & Pfleiderer, 2009; Edmans, 2009; 

Edmans & Manso, 2011; Ferreira & Matos, 2008; Gallagher, Gardner, & Swan, 2013; Zhang, 

Piesse, & Filatotchev, 2015; Zhang, Yang, Strange, & Zhang, 2017). On the one hand, large-

scale aggressive trading by FIIs should promote competition among investors which should 

drive stock prices to fundamentals and thus strengthen the market discipline on management, 

mitigate principal-agency conflicts and improve firm valuations. On the other hand, FIIs may 

engage in small-scale discreet trading, breaking their trades into small volumes and spreading 

their orders over time, to exploit their informed positions and extract trading rents at the 

expense of less-informed shareholders. Such discreet trading adds noise to the market and 

adversely affects price efficiency (Ferreira, Ferreira, & Raposo, 2011; Grossman & Stiglitz, 

1980), giving rise to principal-principal conflicts between informed and less-informed 

investors (Anderson, Duru, & Reeb, 2009; Zhang, Yang, Strange, & Zhang, 2017). It further 

stimulates principal-agent conflicts by encouraging managerial opportunistic behavior and 

lowering firm valuations (Chen, Firth, Gao, & Rui, 2006; Edmans, Goldstein, & Jiang, 2015).  

However, different FIIs will have different incentives so that some FIIs can be 

particularly aggressive in their trading in the stock of any particular target firm and other FIIs 
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can be particularly discreet in their share trading. Previous research focusing on share trading 

activity by all FIIs will only give an aggregate picture. Thus, in order to capture the separate 

(market discipline and rent extraction) effects of the different types of trading by different FIIs, 

we consider separately those most active FIIs and least active FIIs in the same targeted firm 

during the same time period. Focusing on FII share trading at an individual investor level rather 

than at an aggregated group level, we investigate how different types of share trading by FIIs 

affect firm valuation in different corporate governance and investor protection environments. 

We hypothesize that firm valuations should increase as trading turnover increases among FIIs 

with significant aggressive trading, but should decrease as trading turnover increases among 

FIIs with significant discreet trading.  

Furthermore, we hypothesize that these relationships between FII trading turnover and 

target firm valuation will be contingent upon two factors. The first factor relates to the investor 

protection standards in the host countries of the target firms. Such standards aim to protect 

minority investors yet they also provide more opportunity for FIIs to capitalize on their 

information advantages and extract trading rents. This is because countries with higher investor 

protection standards tend to be home to firms with more diffused ownership structures 

(including many small investors), whilst share ownership tends to be more concentrated in 

countries with lower investor protection standards. We thus expect the marginal positive impact 

of trading turnover on firm valuation among FIIs with significant aggressive trading, and the 

marginal negative impact of trading turnover on firm valuation among FIIs with significant 

discreet trading, to both be stronger in host countries with high (compared to low) investor 

standards. The second factor relates to the quality of the corporate governance in the target 

firms. Good corporate governance is associated with greater transparency, more timely 

disclosure, and reduced information asymmetries between informed and uninformed investors 

(Beekes & Brown, 2006; Beekes, Brown, Zhan, & Zhang, 2016; Gompers, Ishii, & Metrick, 
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2003; Haß, Vergauwe, & Zhang, 2014). Good corporate governance thus mitigates any 

potential principal-agent and principal-principal problems and provides an internal mechanism 

which reduces both the need for market discipline and the potential for rent extraction (La Porta, 

Lopez-De-Silanes, Shleifer, & Vishny, 1998; Gorton, Huang, & Kang, 2017; He, Li, Shen, & 

Zhang, 2013). We thus expect the marginal positive impact of trading turnover on firm 

valuation among FIIs with significant aggressive trading and the marginal negative impact of 

trading turnover on firm valuation among FIIs with significant discreet trading, to both be 

weaker in target firms with higher (compared to lower) corporate governance quality. 

This paper contributes to the extant literature in several ways. First, the behaviour of 

FIIs differs from that of domestic institutional investors (Aggarwal, Erel, Ferreira, & Matos, 

2011; Liu, Bredin, Wang, & Yi, 2014; Mitton, 2006) and we add to the small but growing 

literature focusing on the distinctive influence of FIIs on their target firms. Second, we theorise 

and estimate the opposing market discipline and rent extraction impacts of FII trading on target 

firm valuation. By focusing on the less-researched FIIs trade-off between using their trading 

activities to leverage their “informed” status to extract trading rents for private gain, and 

alternatively, to exert discipline on the management of their target firms, our analysis extends 

our understanding of how FIIs trading can stimulate potential conflicts of interest between 

informed and uninformed minority investors, which constitutes an additional principal-

principal agency problem in addition to those classic principal-agency conflicts. Third, we 

investigate how the relationship between FII trading turnover and target firm valuation is 

moderated by, on the one hand, the investor protection standards in the host countries of the 

target firms and, on the other hand, by the corporate governance quality of the target firms. 

This enhances our understanding of trade-offs of FIIs trading between market discipline and 

rent extraction in different corporate governance and investor protection environments. 
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The remainder of the paper is organized as follows. In Section 2, we outline our 

theoretical arguments and propose five testable hypotheses. In Section 3, we describe the 

dataset, explain the construction of the dependent and independent variables, consider different 

model specifications, and present descriptive statistics. Section 4 presents our empirical 

regression results. In Section 5, we draw out the implications of our analysis for policy-makers 

and suggest possible avenues for future research. 

 

2. Related literature and hypothesis development 

 

2.1. The multiple levels of conflicts and informed trading by FIIs 

 

An efficient stock market can represent an effective market discipline over opportunistic 

managers (Grossman & Stiglitz, 1980) and entrenched controlling shareholders of listed 

companies (Berkman, Cole, & Fu, 2009; Shleifer & Vishny, 1986; Zhang, Piesse, & 

Filatotchev, 2015; Zhang, Yang, Strange, & Zhang, 2017). Trading by well-informed investors 

is an important force to maintain an efficient stock market, which potentially provides an 

alternative governance mechanism to minimize principal-agency conflicts (Admati & 

Pfleiderer, 2009; Edmans 2009; Edmans & Manso 2011; Edmans, Fang, & Zur, 2013; Ferreira, 

Ferreira, & Raposo, 2011; Gallagher, Gardner, & Swan, 2013; Massa, Qian, Xu, & Zhang, 

2015; Zhang, Piesse, & Filatotchev, 2015; Zhang, Yang, Strange, & Zhang, 2017). 

This is because the aggregating mechanism of an efficient stock market can incorporate 

all available public or private information to reveal the fundamental investment value for all 

shareholders. Central to this market discipline are informed trades which drive stock prices to 

fundamentals, dependent on corporate managerial actions. With the stock price more sensitive 

to these actions, governance through trading credibly rewards (penalizes) the stock-
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incentivized manager, who ex ante has greater incentive to put in effort by means of costly 

hidden actions (Holmström & Tirole, 1993). Ultimately stock-incentivized managers exert 

more effort on behalf of shareholders, thereby improving firm value (Edmans, Fang, & Zur, 

2013; Edmans, Goldstein, & Jiang, 2015; Gallagher, Gardner, & Swan, 2013).  

 FIIs are an influential group of informed investors. Previous research has considered 

the direct effects of FIIs equity ownership on firm value and other outcomes (Chen, Firth, Gao, 

& Rui, 2006; He, Li, Shen, & Zhang, 2013; Luo, Chen, & Yan, 2014), but the empirical 

evidence has been far from conclusive. The FIIs potentially exert a much greater indirect 

influence on the governance of their target firms through their trading activities although, as 

with all informed investors, they are faced with conflicting pressures to extract trading rents 

for private gain (Anderson, Duru, & Reeb, 2009; Chakravarty & Sarkar, 2002; Denes, Karpoff, 

& McWilliams, 2017; Gillan & Starks, 2007; Kyle, 1985; Song & Szewczyk, 2003; Zhang, 

Yang, Strange, & Zhang, 2017). Thus, minority investors may benefit from FIIs discipline on 

management but may pay rents to them.  

 On the one hand, FIIs can use their private knowledge to gain trading profits at the 

expense of uninformed investors (Anderson, Reeb, Zhang, & Zhao, 2013; Beny, 2007; Edmans 

& Manso, 2011; Gorton, Huang, & Kang, 2017; Zhang, Yang, Strange, & Zhang, 2017). In 

order to generate trading profits, FIIs may trade discreetly, breaking their trades into small 

volumes, spreading their trading orders over time, and delaying orders or even abstaining on 

occasions (Easley & O’Hara, 1987; Dufour & Engle, 2000). FIIs trading in this informed but 

discreet manner are exploiting their informed positions and maximizing their trading profits, 

but at the expense of uninformed minority investors. Furthermore, their discreet trading not 

only stimulates conflicts between informed and uninformed minority investors, but also 

compromises the effective external discipline of the market by adding noise to the market and 

adversely affecting price efficiency (Ferreira, Ferreira, & Raposo, 2011; Gorton, Huang, & 
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Kang, 2017; Grossman & Stiglitz, 1980). The “invisible” hand of an efficient market to 

discipline management becomes ineffective (Gorton, Huang, & Kang, 2017; Massa, Qian, Xu, 

& Zhang, 2015) and, moreover, principal-agency conflicts can be stimulated as firms often 

shape their behavior reacting to inefficient stock markets (Chen, Firth, Gao, & Rui, 2006; 

Edmans, Goldstein, & Jiang, 2015). In short, the interests of FIIs engaged in discreet trading 

coincide with those of the opportunistic managers/entrenched controlling shareholders. The 

latter will extract their private benefits and the former will extract their trading rents, both at 

the expense of the uninformed minority shareholders. As such discreet trading, by definition, 

involves relatively small-scale and infrequent trades, we would thus expect to see firm value 

decreasing with the levels of FIIs trading turnover among FIIs with significant discreet trading. 

On the other hand, however, FIIs may engage in more aggressive trading, taking 

advantage of their superior knowledge and independence. Gantchev & Jotikasthira (2018) 

demonstrate that institutional sales raise the probability of a target firm becoming a target for 

activist hedge funds, hence FIIs have an incentive to trade loudly in order to signal a 

problematic target and protect their own investment and ultimately enhance market efficiency. 

Such aggressive trading improves price informativeness (Easley & O’Hara, 1987) and quickly 

reduces the information advantages that informed investors may have over uninformed 

investors. Furthermore, such aggressive trading disciplines management, strengthens market 

efficiency (Gallagher, Gardner, & Swan, 2013; Garvey & Swan, 2002; Holmström & Tirole, 

1993; Zhang, Piesse, & Filatotchev, 2015) and should increase investors’ returns through 

improved long term firm performance. Such aggressive trading typically involves larger and 

more frequent transactions (De Jong, Nijman, & Roëll, 1996; Holthausen, Leftwich, & Mayers, 

1990; Keim & Madhavan, 1996), leading to higher levels of reported trading turnover. As 

market discipline is increased, principal-agency conflicts can be mitigated, the interests of the 

FIIs will be more aligned with those of the uninformed minority investors and the multiple 
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levels of principal-principal conflicts will be mitigated. We would thus expect to see firm value 

increasing as levels of FIIs trading turnover increase among FIIs with significant aggressive 

trading. We hypothesize that: 

 

H1. Firm value increases as levels of share trading turnover increase among FIIs 

with significant aggressive trading but decreases as levels of share trading 

turnover increase among FIIs with significant discreet trading.  

 

2.2. Reliance on market discipline and FIIs trading 

 

Both country-level investor protection standards and firm-level corporate governance aim to 

protect the benefits of minority investors (La Porta, Lopez-De-Silanes, Shleifer, & Vishny, 

1997, 1998, 2002). However, by influencing the degree of minority investors’ reliance on 

market discipline in a different way, country-level investor protection standards and firm-level 

corporate governance not only affect the discipline incentives of FIIs but also their rent 

extraction incentives, potentially leading to different levels of conflicts between informed and 

un-informed investors.  

Strong country-level investor protection standards result in ownership being diffused 

into many small investors who heavily rely on effective market discipline being maintained by 

all possible informed investors (Admati & Pfleiderer, 2009). Although strong country-level 

investor protection facilitates market discipline and competition among institutional investors 

to perform their effective market discipline via their informed trading, it also increases rent 

extraction risk by these institutional investors to the minority investors, revealing the limits of 

market discipline in protecting the benefits of minority investors (Anderson, Duru, & Reeb, 

2009; Ferreira, Ferreira, & Raposo, 2011; Gorton, Huang, & Kang, 2017; La Porta, Lopez-De-
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Silanes, Shleifer, & Vishny, 1997, 1998, 2002). Thus, FIIs in economies with strong investor 

protection standards, may have strong incentives to engage in both discipline activities via their 

aggressive large scale trading and rent extraction activities via their discreet, small scale trading.  

In contrast, weak country-level investor protection standards result in ownership being 

concentrated into large shareholders, who mitigate information advantages of all institutional 

investors in maintaining an effective market discipline and reduce minority investors’ reliance 

on market discipline over management. FIIs may have strong incentives to use their aggressive 

large scale trading to discipline entrenched large shareholders, when large shareholders in weak 

investor protection standards stimulate principal-principal conflicts or controller-minority 

conflicts due to private benefits of control considerations (Shleifer & Vishny, 1986; Zhang, 

Piesse, & Filatotchev, 2015). But the discipline benefits of FIIs via their aggressive, large scale 

trading on firm value in a weak investor protection standard environment may be weaker than 

those in a strong investor protection standard environment. This is because a weak investor 

protection standard environment increases information collection and process costs and 

reduces the quality of market discipline outcomes (La Porta, Lopez-De-Silanes, Shleifer & 

Vishny, 1998; Shleifer & Vishny, 1986; Ferreira & Matos, 2008; Gallagher, Gardner, & Swan, 

2013; Zhang, Piesse, & Filatotchev, 2015). FIIs may also have strong incentives to abuse weak 

investor protection environments and extract rents at the costs of un-informed minorities. But 

when FIIs engage in their discreet, small scale trading, their rent extraction risk poses a 

common threat to both large shareholders and minority investors, especially when these large 

shareholders face hiked cost of equity capital, which discounts their concentrated wealth 

(Filatotchev, Zhang, & Piesse, 2011). To mitigate rent extraction by FIIs, large shareholders 

have aligned interests with minority shareholders and can pre-empt FIIs’ private information 

to the markets (Filatotchev, Zhang, & Piesse, 2011; La Porta, Lopez-De-Silanes, Shleifer & 

Vishny, 1998; Shleifer & Vishny, 1986).  
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Based on the analysis above, given the minority investors’ stronger reliance on market 

discipline in economies with stronger investor protection standards than in economies with 

weaker investor protection standards, both the discipline benefits and rent extraction costs by 

FIIs to minority investors are expected to increase with investor protection standards. Thus we 

expect, when FIIs engage in their aggressive, large scale trading, the potential discipline benefit 

is expected to increase with investor protection standards; when FIIs engage in their discreet, 

small scale trading, the potential rent extracted by FIIs is also expected to increase with investor 

protection standards. Thus, we hypothesize that:  

 

H2. The positive impact of share trading on firm value among FIIs with significant 

aggressive trading is bigger in host economies with stronger (compared to weaker) investor 

protection standards. 

 

H3. The negative impact of share trading on firm value among FIIs with significant 

discreet trading is bigger in host economies with stronger (compared to weaker) investor 

protection standards. 

 

It is well documented that firm-level corporate governance quality mitigates principal-

agency conflicts by monitoring and disciplining management within the firm, which reduces 

the minority investors’ reliance on market discipline (Gorton, Huang, & Kang, 2017; He, Li, 

Shen, & Zhang, 2013; La Porta, Lopez-De-Silanes, Shleifer & Vishny, 1998). Better-governed 

firms have greater operating performance, higher firm value, more timely disclosure and a more 

transparent information environment (Beekes & Brown, 2006; Beekes, Brown, Zhan, & Zhang, 

2016; Gompers, Ishii, & Metrick, 2003; Haß, Vergauwe, & Zhang, 2014; Zhang, Zhang, Chen, 

& Gu, 2019). This reduces both the monitoring benefits of discipline oriented informed trading 
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and the potential rents able to be extracted via informed trading, ultimately leading to a reduced 

level of price informativeness in the stock market (Gorton, Huang, & Kang, 2017).  

In contrast, poorly governed firms increase minority investors’ reliance on market 

discipline maintained by informed investors, which highlights the important benefits 

contributed by FIIs on firm value when they engage in their aggressive, large scale trading to 

discipline management. However, informed investors target those poorly governed firms in 

order to maximize their informed trading benefits (Tookes, 2008), which potentially increases 

the rent extraction at the cost of un-informed investors, via their discreet, small scale trading. 

Given the minority investors’ weaker reliance on market discipline in firms with stronger 

corporate governance than in firms with weaker corporate governance, we expect both the 

discipline benefits of FIIs’ large scale trading and rent extraction costs of FIIs’ small scale 

trading to be reduced with corporate governance quality. Thus, we hypothesize that: 

 

H4. The positive impact of share trading on firm value among FIIs with 

significant aggressive trading is weaker in target firms with higher (compared to 

lower) corporate governance quality.  

 

H5. The negative impact of share trading on firm value among FIIs with 

significant discreet trading is weaker in target firms with higher (compared to 

lower) corporate governance quality.  

 

3. Data and variables  

 

3.1. Sample selection  
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Our sample consists of public firms from 47 countries during the period 2009 to 2017.1 To 

reduce survivorship bias, we include companies delisted during the sample period. We exclude 

firms in financial sectors and utilities with standard industrial classification codes 6011-6799 

and 4900-4949. After removing observations with missing data, the selection process results 

in a final sample of 28,614 firm-year observations. We obtain trading data and corporate 

governance data from Thomson Reuters Eikon. Financial data of public firms is from 

Worldscope. Data for cross-listing is from Bank of New York Mellon. Data for investor 

protection standards and other country-level variables is from the World Bank. Table 1 reports 

the sample distribution by country and year. The sample is geographically and industry diverse 

and the distribution of firms per industry, per country varies widely.  

 

[Insert Table 1 about here] 

 

3.2. Variable Measurements  

 

Following the finance literature, we use Tobin’s q (TQ) to measure firm value, which is 

calculated as total assets minus the book value of equity plus market value of equity divided 

by book value of assets. Tobin’s q is among the most common firm performance and value 

measurements in empirical corporate governance research (Aggarwal, Erel, Stulz, & 

Williamson, 2009; Aggarwal, Schloetzer, & Williamson, 2019; Anderson, Duru, & Reeb, 2009; 

Fauver, Hung, Li, & Taboada, 2017; Morck, Shleifer, & Vishny, 1988). Compared with 

accounting ratios, such as return on assets and return on capital employed, Tobin’s q affects 

minority investors’ wealth and benefits in a more direct way. Different from those accounting 

 
1The countries included in our study are developed and emerging markets defined by the MSCI World Index and 

the MSCI Emerging Markets Index with minimum 9 firm-year observations across our sample period of 9 years 

between 2009 and 2017. 
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ratios that reflect historic performance of the firm, Tobin’s q reflects a forward-looking, 

market-based evaluation that may be particularly sensitive to private information incorporated 

in the share price (Coff, 1999; Zhang, Piesse, & Filatotchev, 2015). Bearing in mind that 

informed trading by incorporating private information into the price discovery process, which 

is more forward-looking by its nature, Tobin’s q provides an appropriate measure in the context 

of our research. In the robustness test, we use the ratio of market to book value as the alternative 

firm value measurement to Tobin’s q.  

 

3.3. Trading by foreign institutional investors 

 

Following Li et al. (2011), we classify an institutional investor as a foreign institutional 

investor if this institutional investor is defined as a business entity registered (or head-quartered) 

in another country, different from its invested companies. We measure the trading turnover 

undertaken by the FIIs (TRAD) by calculating an annualized churn rate (see below for details) 

using quarterly churn rate calculated based on their quarterly portfolio data from Thomson 

Reuters Eikon. The approach captures the inter-year trading activities conducted by FIIs and 

how FIIs rotate their investment via their trading activities. Previous research (e.g., Aggarwal, 

Erel, Ferreira, & Matos, 2011) focuses on the changes in FIIs’ shareholdings using annual data. 

But such approach does not take account of the considerable buying and selling that take place 

within years. The use of quarterly data partly mitigates this problem though, clearly, using data 

with even higher frequencies would be better. Following Gaspar et al. (2005) and Attig et al. 

(2013), we operationalize TRAD by measuring, on average, how frequently all FIIs rotate their 

investment in a given invested company f in a given year t. This average churn rate is influenced 
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by each single FII i’s churn rate in each company f in year t (CRi,f,t)
2. We calculate CRi,f,t  based 

on a given individual FII i’s available quarterly churn rates (QCRi,f,k,t) in a given year t, which 

captures its inter-year trading activities and how it rotates its investment in the firm f in year t. 

More specifically, the denominator of this churn rate QCRi,f,k,t is the average share value held 

by a given FII i at quarter k of year t (measured by 
Ni,f,k,tPf,k,t+Ni,f,k−1,tPf,k−1,t

2
, where Pf,k,t and Ni,f,k,t 

represent the price paid by and the number of shares of company f  held by the given FII i at 

quarter k of year t). The numerator of this churn rate is the absolute share value change invested 

in the firm f which is caused by trading activities of the given FII i during that quarter k of year 

t. This absolute value change reflects a FII’s buy as well as sell trading activities. We calculate 

the absolute value change due to FII’s trading activities using the share value change invested 

in the firm f by the given FII i during that quarter k of year t minus the share value change due 

to the pure price movement rather than this given FII i’s trading activities during that quarter k 

of year t ( |𝑁𝑖,𝑓,𝑘,𝑡𝑃𝑓,𝑘,𝑡 − 𝑁𝑖,𝑓,𝑘−1,𝑡𝑃𝑓,𝑘−1,𝑡 − 𝑁𝑖,𝑓,𝑘−1,𝑡∆𝑃𝑓,𝑘,𝑡| ). Therefore, the formula for 

calculating TRAD is shown as follows: 

 

       TRADf,t =
1

I
∑ CRi,f,t

I
i=1 =

1

I
∑ (I

i=1
1

K
∑

|Ni,f,k,tPf,k,t−Ni,f,k−1,tPf,k−1,t−Ni,f,k−1,t∆Pf,k,t|
Ni,f,k,tPf,k,t+Ni,f,k−1,tPf,k−1,t

2

)K
k=1           (1) 

 

 
2 In our research, we focus on share trading by FIIs which is independent of ownership concentration to have their 

voice heard by management or extract significant rent at the cost of minority investors (Admati & Pfleiderer, 2009; 

Edmans, 2009; Zhang, Yang, Strange, & Zhang, 2017). Thus we treat trading activities of each individual 

institutional investor with equal weight because their informed status is independent of their level of shareholdings 

within their target firm (Campbell & Kracaw, 1980; Ferreira, Ferreira, and Raposo, 2011; Gorton, Huang, & Kang, 

2017; Kacperczyk, Sundaresan, and Wang, 2021; Zhang, Yang, Strange, & Zhang, 2017). Weighted average 

trading using their ownership would mix two different governance channels together (governance through trading, 

and governance through ownership concentration for corporate control) and thus can make our governance 

through trading measure noisy. 
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where I is the number of FIIs invested in firm f in year t, and k is the number of quarters that 

FII i invested in firm f in year t. Larger values of TRAD indicates more active trading from 

FIIs. 

TRAD captures the annual average level of trading by all FIIs across four quarters in a 

given firm. High levels and low levels of FIIs trading activities from different FIIs in the same 

target firms during a given year can offset each other. Thus TRAD, as the annual average level 

of trading by all FIIs, only gives an aggregate picture, but cannot reveal the different incentives 

behind different levels of trading across different FIIs in the same target firms during a given 

year and its different impacts on firm value. In order to capture the separate (market discipline 

and rent extraction) effects of the different types of trading by different FIIs, we further 

consider separately those most active FIIs and least active FIIs in the same target firm during 

the same time period. We separate FIIs into two groups according to their trading activities, 

including aggressive trading FIIs group which include the top 10% most active trading FIIs 

and discreet trading FIIs group which include the bottom 10% least active trading FIIs3. We 

define HTRADf,t (LTRADf,t) as the average churn rate from the aggressive (discreet) trading 

FIIs group for firm 𝑓 in year 𝑡. The HTRAD and LTRAD are calculated as follows: 

 

                                                         HTRADf,t = E𝑓,𝑡[CR𝑖,𝑓,𝑡|CR𝑖,𝑓,𝑡 ≥ 𝐹𝐶𝑅,𝑓,𝑡
−1 (0.9)]                              (2a) 

 

                                                          LTRADf,t = E𝑓,𝑡[CR𝑖,𝑓,𝑡|CR𝑖,𝑓,𝑡 ≤ 𝐹𝐶𝑅,𝑓,𝑡
−1 (0.1)]                              (2b) 

 

 
3 In robustness test, we also replace the top (bottom) 10% criteria with max (min) to focus on the most and least 

active single individual FII in a firm in a given year. Our results remain robust. This further suggests that share 

trading is a different governance mechanism from traditional ownership concentration (Admati & Pfleiderer, 

2009; Edmans, 2009; Zhang, Yang, Strange, & Zhang, 2017), thus share trading by any single aggressive or 

discreet FII without a significant shareholding can be powerful enough to have its voice heard by management 

or extract its significant rent at the cost of minority shareholders.  
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where 𝐹𝐶𝑅,𝑓,𝑡 denotes the cross-sectional distribution function of  CR𝑖,𝑓,𝑡. 

Here the implicit assumption is that the (constant) marginal impacts of FIIs trading 

turnover on performance will be different in aggressive FIIs group and discreet FIIs group for 

a firm during a given year.  

 

3.4. Corporate governance and investor protection standards  

 

Based on Chung et al. (2010), we construct a firm-level measure of corporate governance 

quality (CGQ) with 22 underlying governance characteristics “which are closely related to 

financial and operational transparency” (Chung, Elder, & Kim 2010, p. 268). See Appendix A 

for details. This measure includes an assessment of the functioning of the board of directors 

and committees, stock ownership and compensation of directors and provisions in the firm’s 

charter and bylaws relating to takeover. If a firm meets a characteristic successfully in a given 

year during our sample period, it will score one point and zero otherwise. We weight all 

characteristics equally to obtain total score. The total score is then divided by 22 and recorded 

as a percentage score. Corporate governance has been widely documented to increase firm 

value, measured by Tobin’s q (Aggarwal, Erel, Stulz, & Williamson, 2009; Aggarwal, 

Schloetzer, & Williamson, 2019; Ammann, Oesch, & Schmid, 2011; Brown & Caylor, 2006; 

Fauver, Hung, Li, & Taboada, 2017).  

In order to assess investor protection standard of a country, we single out three 

indicators of national governance quality out of the six-dimensional World Governance 

Indicators (WGIs), namely government effectiveness, regulatory quality, and the rule of law. 

These three indicators are found to be most related to firm operations (Nguyen, Locke, & 

Reddy, 2015; Van Essen, Engelen, & Carney, 2013). The indicators are displayed in standard 

normal units ranging from -2.5 to +2.5, with more positive values indicating better national 
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investor protection standards (Kaufmann, Kraay, & Mastruzzi, 2011). The indicators are highly 

correlated, and thus are combined to form an aggregate national investor protection standard 

index (IPS).4 

 

3.5. Control Variables  

 

Our regression models also include a range of control variables suggested by the literature 

(Aggarwal, Schloetzer, & Williamson, 2019; Ammann, Oesch, & Schmid, 2011; Brown & 

Caylor, 2006; Chhibber & Majumdar, 1999; Denes, Karpoff, & McWilliams, 2017; Doidge, 

Karolyi, & Stulz, 2004; Fauver, Hung, Li, & Taboada, 2017; Zhang, Yang, Strange, & Zhang, 

2017). First, we control for any potential direct influence of FIIs through ownership by 

including the aggregate shareholding of FIIs in the sampled firms (FIO). We further include 

the following control variables: SIZE, measured as the log of total assets in thousands of U.S. 

dollars; AGE, the log of firm age; LEV, total debt divided by total assets; CASH, cash and 

short-term investments divided by total assets; PPE, property, plant, and equipment divided by 

net sales; CAPEX, capital expenditure divided by total assets; SGR, three year average of 

annual growth rate in net sales; CLOSE, the percentage of a firm’s shares that are closely held5; 

ADR, a variable indicating firms cross-listed on US stock exchanges; INFL, a measure of 

inflation of a country; and FDI , annual net inflows of foreign direct investment measured as a 

percent of GDP.6 Detailed definitions of variables and data resources are provided in Table 2. 

 
4 The results remain robust when we use the principal component analysis to estimate the IPS index.   
5 In some countries, concentrated ownership can give rise to agency conflicts between controlling shareholders 

and outside investors (Fan & Wong, 2002). The corporate governance index in our study focuses on the internal 

CG structures of firms and does not specifically examine external factors. To address this issue, we include a 

measure of close ownership as a control variable. 
6 We do not include market capitalization as a percentage of GDP as a control variable because it has a high 

correlation coefficient of 0.8 with annual net inflows of foreign direct investment as a percent of GDP (FDI). We 

keep FDI in our models because Fauver et al. (2017) find that net inflow of FDI has a positive effect on Tobin’s 

q. We do not include GDP per capita of a country as a control variable because it has a high correlation coefficient 

of 0.9 with investor protection standards (IPS). We keep IPS in our models because it is one of our variables of 

interest. 
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[Insert Table 2 about here] 

 

Table 3 provides descriptive statistics for all variables. After checking the range of each 

variable, we winsorise Tobin’s q (TQ), Property, plant, and equipment (PPE), Sales growth 

(SGR), Inflation (INFL), and Foreign direct investment (FDI) at the top and bottom 1% to 

control for outliers.7 Among major variables of interest, Tobin’s q (TQ) ranges from 0.634 to 

8.586, with a mean and median of 1.948 and 1.496, and a standard deviation of 1.369. The 

statistics are generally in line with previous studies. For example, Fauver et al. (2017) construct 

a sample of 41 countries from 1990 to 2012, and they report a Tobin’s q with a mean and 

median of 1.73 and 1.20, and a standard deviation of 1.68. FIIs trading turnover (TRAD) ranges 

from 0 to 2.816, with a mean and median of 0.788 and 0.748, and a standard deviation of 0.256. 

Our sample is an international one where FIIs trading turnover, especially in the US, may be 

much lower than those trading turnovers in China, documented by Zhang et al. (2017). 

Corporate governance index (CGQ) ranges from 0 to 0.773, with a mean and median of 0.306 

and 0.318 and a standard deviation of 0.194. Beekes et al. (2016) construct a similar corporate 

governance index with a mean and median of 0.48 and 0.46 in a sample of 24 OECD countries. 

Investor protection standards (IPS) presents a wide variation ranging from -2.248 to 6.310, 

with a mean and median of 3.914 and 4.521 and a standard deviation of 1.832. The mean 

inflation rate (INFL) of 1.887% and mean FDI as a percentage of GDP (FDI) of 3.590% are 

reasonable, but their ranges are also very wide.  

 

[Insert Table 3 about here] 

 

 
7 Our results remain robust when all continuous variables are winsorised at the top and bottom 1%. 



20 

 

3.6. Simple correlations 

 

Table 4 provides the Pearson correlation coefficients between Tobin’s q, FIIs trading and the 

control variables. TQ is positively correlated with TRAD, HTRAD and LTRAD (0.14, 0.09 

and 0.04) at the 1% level, suggesting that informed trading of FIIs increases firm value, 

especially when it is at a high level with a large magnitude. Consistent with work such as 

Brown & Caylor (2006), TQ is positively correlated with CGQ (0.02), suggesting better-

governed firms have greater firm value. In addition, TQ is positively correlated with CASH, 

SGR and INFL, suggesting cash holdings, sales growth and inflation rate are positively related 

to firm value. TQ is negatively correlated with SIZE, AGE, LEV, PPE, CLOSE, ADR and FDI, 

suggesting firm age, leverage, fixed asset investments, concentrated ownership structure, cross-

listing on U.S. stock exchanges and foreign direct investments are negatively related to firm 

value. Multicollinearity is not a concern because the correlation coefficients between the key 

variables of interest are low.  

 

[Insert Table 4 about here] 

 

4. The effects of FIIs trading on firm value 

 

4.1. The direct effects of FIIs trading on firm value 

 

To examine the direct effects of FII trading turnover on firm value, we estimate the regression 

models in Eq. (3) & (4), which are given below. The dependent variable in the regression 

models is firm value, as measured by Tobin’s q (TQ). The main independent variable of interest 

is FIIs trading turnover at aggregate level (TRAD) and at two sub-levels (HTRAD and 
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LTRAD). We control for firm-level and time varying country-level characteristics as discussed 

in Section 3. We also include firm and year fixed effects in all model specifications. The 

inclusion of firm fixed effects is to eliminate a potential omitted variable bias and to control 

for the effect of unobserved time invariant variables at firm level. Firm fixed effects models 

have been applied in a cross-country setup focusing on the impact of corporate governance on 

Tobin’s q (Ammann, Oesch, & Schmid, 2011; Fauver, Hung, Li, & Taboada, 2017). The model 

specifications are shown as follows: 

 

                          TQf,t =  α +  β1TRADf,t +  ∑ βmCONTROLS + ∑ βnFE + εf,t                    (3) 

 

         TQf,t =  α +  β1HHTRADf,t + β1LLTRADf,t +  ∑ βmCONTROLS + ∑ βnFE + εf,t       (4)                  

 

where 𝑓  and 𝑡  stand for firm and year respectively. CONTROLS  includes firm-level and 

country-level control variables. FE stands for fixed effects. We expect to see the coefficient 

𝛽1𝐻 is significantly positive, while the coefficient 𝛽1𝐿 is significantly negative. The sign of 

coefficient 𝛽1  is an empirical question depending on the dominating effect between FIIs 

discipline and rent extraction incentives at an aggregate level. 

Table 5 presents the results of estimating Eq. (3) & (4). All estimated coefficients are 

standardized to assist interpretation.8 Model 1 includes the overall FIIs trading (TRAD) and 

Model 2 tests the effects of HTRAD and LTRAD jointly. Model 1 shows that TRAD is 

significantly and positively related to firm value (β1 = 0.126, p < 0.01). Model 2 shows that 

HTRAD is significantly and positively related to firm value (β1H = 0.091, p < 0.01), and that 

LTRAD is significantly and negatively related to firm value (β1L = -0.019, p < 0.05). These 

 
8 Continuous variables are standardized by subtracting the mean and dividing by the standard deviation; 

indicator variables are standardized by subtracting the mean. Marginal effects (as reflected in the size of the 

coefficients) are readily interpreted relative to the average value of the dependent variable. 
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findings suggest that although aggregate trading of FIIs increases firm value in general, firm 

value increases as levels of FIIs trading turnover increase among FIIs with significant 

aggressive trading but decreases as levels of FIIs trading turnover increase among FIIs with 

significant discreet trading. Hypothesis 1 is thus supported.  

The economic magnitudes of the effect can be significant. A one standard deviation 

increase in TRAD (HTRAD) will lead to a 6.5 (4.7) percent increase above the mean of Tobin’s 

q. A one standard deviation increase in LTRAD will lead to a 1 percent decrease below the 

mean of Tobin’s q. Given the distribution of aggressive or discreet trading has long and fat 

tails, it means a high level of aggressive trading can be 22 standard deviations away, or a high 

level of discreet trading can be more than 16 standard deviations away, from their average 

level9. In these tail situations, firm valuation can be increased by a high level of aggressive 

trading by 103 percent, or decreased by a high level of discreet trading by 16 percent. These 

results reveal the entwined discipline and rent extraction incentives behind FIIs trading. Our 

finding echoes the argument that aggressive trading by informed traders helps to discipline 

management, and strengthen market efficiency (Gallagher, Gardner, & Swan, 2013; Zhang, 

Piesse, & Filatotchev, 2015; Zhang, Yang, Strange, & Zhang, 2017). Discreet trading may not 

only stimulate conflicts between informed and uninformed minority investors, but also 

compromise the effective external discipline of the market by adding noise to the market 

(Ferreira, Ferreira, & Raposo, 2011; Gorton, Huang, & Kang, 2017; Zhang, Yang, Strange, & 

Zhang, 2017).  

 

[Insert Table 5 about here] 

 

 
9 We calculate this using the max level of HTRAD and max level of LTRAD in our sample.  
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Regarding the effects of control variables shown in Table 5, we find that firm value is 

greater for better-governed firms, which is consistent with the findings of articles mentioned 

in Section 3.4. Investor protection standards (IPS) of a country have no significant effect on 

firm value. FIIs shareholding (FIO) is positively related to firm value in Models 1 & 2, 

suggesting that FIIs may influence corporate governance via their shareholdings (Zhang, Yang, 

Strange, & Zhang, 2017). Tobin’s q is lower in firms with bigger size (SIZE), higher leverage 

(LEV) and more concentrated ownership structure (CLOSE). Tobin’s q is higher among firms 

with greater cash holdings (CASH), more tangible assets (PPE), more long-term fixed asset 

investments (CAPEX), and better growth opportunities (SGR). These findings are generally 

consistent with prior studies (Aggarwal, Schloetzer, & Williamson, 2019; Fauver, Hung, Li, & 

Taboada, 2017). We also find that cross-listing in the US stock exchanges (ADR) has either 

weakly negative or insignificant impact on firm value. The reason could be that the firm fixed 

effects in our models absorb most of the variation in the ADR dummy variable (Fauver, Hung, 

Li, & Taboada, 2017). The coefficient on foreign direct investment (FDI) is positive but 

insignificant with a t-statistic of 1.57 as shown in Model 2. More evidence is needed to show 

that financial globalization enhances local firm value. 

 

4.2. Robustness tests  

 

Although firm fixed effects help mitigate the endogeneity concern due to omitted time variant 

variables, it is still possible that firms with different firm performance attract different types of 

FIIs trading, leading to reverse causality concerns. In addition, fixed effects estimation prevents 

us from addressing the endogeneity concern due to omitted time invariant variables such as 

industry and country, which are important in our international sample. To address the 

endogeneity concern related to reverse causality and omitted time invariant variables, we 
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explore (1) the use of one-year lagged FIIs trading variables, (2) the instrumental variables (IV), 

and (3) the estimation using a propensity score matched sample.  

The use of lagged variables not only alleviates the endogeneity issue but also allows for 

non-contemporaneous effects on firm value. The IV estimation requires proper selection of 

instrumental variables that are correlated with the independent variable of interest while being 

uncorrelated with the error term (Kennedy, 2003, p. 159). Following the approach of Beekes 

et al. (2014, 2016), we investigate the effect of using the average year level of FIIs trading (the 

current firm is excluded from the calculation) as an instrument. We use the Hansen J test to 

check the validity of instruments, where a rejection of the null hypothesis casts doubt on 

validity. The regression coefficients are estimated by the generalized method of moments 

(GMM), which is a more efficient estimation approach than the traditional 2SLS-IV approach, 

especially for an over-identified equation (Baum, Schaffer & Stillman, 2007). The robustness 

test results using the lagged values and instrumental variable are provided in Table 6 Models 

1-4. As shown in the table, the Hansen’s J statistic is zero for all model specifications, 

indicating that the instruments are valid. Regarding the effects of FIIs trading on firm value, 

our previous conclusions are unchanged. 

We further estimate our models using a propensity score matched sample. Using a logit 

model with a dummy, indicating whether a firm has FII trading or not, as the dependent variable, 

we match a firm with FII trading with a firm without FII trading, based on FIIs target firm 

characteristics including CGQ, SIZE, AGE, LEV, CASH, PPE, CAPEX, SGR, CLOSE, ADR 

and Industry. Following Caliendo and Kopeinig (2008), our propensity score model uses one 

to one matching, a radius/caliper of 0.1 and a common support range by dropping treatment 

observations whose propensity score is higher than the maximum, or less than the minimum 

propensity score of the controls. The matching process yields a sample of 1,420 firms with FII 
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trading and 1,420 firms without FII trading and the results using the PSM samples are reported 

in Table 6 Models 5 & 6. Our results remain stable and robust. 

 

[Insert Table 6 about here] 

 

Finally, we repeat our analysis using market-to-book ratio as an alternative proxy for 

firm value. Given share trading is a different governance mechanism from traditional 

ownership concentration (Admati & Pfleiderer, 2009; Edmans, 2009; Zhang, Yang, Strange, 

& Zhang, 2017), share trading by any single aggressive or discreet FII without a significant 

shareholding can be powerful enough to have its voice heard by management or extract its 

significant rent at the cost of minority shareholders. Thus we also use the alternative 

independent variables for HTRAD and LTRAD which replace our focus on the top 10% most 

active and bottom 10% least active groups of FIIs with the focus on the most and least active 

individual FII in a firm in a given year. The results of this analysis are reported in Table 7. 

Models 1 & 2 use the alternative dependent variable and the original HTRAD and LTRAD, 

while Model 3 uses both the alternative dependent variables and the alternative HTRAD and 

LTRAD. The results are qualitatively identical to those reported in Table 5, albeit with 

significant increase in levels when we use the alternative HTRAD and LTRAD, which is 

consistent with the theoretical predication, suggesting that share trading by any single 

aggressive or discreet FII without a significant shareholding can be powerful enough to 

influence firm valuation (Admati & Pfleiderer, 2009; Edmans, 2009; Zhang, Yang, Strange, & 

Zhang, 2017). Overall, the empirical evidence fully supports our Hypothesis 1. 

 

[Insert Table 7 about here] 
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4.3. The impacts of FIIs trading on firm value in different investor protection standards and 

corporate governance environments 

 

We now turn to the impacts of FIIs trading on firm value in different investor protection 

standards and corporate governance environments. Table 8 Panel A reports the regression 

results from the high and the low investor protection subsamples and Panel B reports the results 

from the high and low corporate governance quality subsamples. A firm is classified in the 

“High” investor protection subsample if the value of its country’s IPS index is above the 

median and its country of origin adopts the British common law system. A firm is classified in 

the “Low” investor protection subsample if the value of its country’s IPS index is below the 

median and its country of origin adopts a non-common law system. A firm is classified in the 

“High” or “Low” corporate governance quality subsamples if its CGQ index is above or below 

the median. As shown in Models 1 & 4, FIIs trading (TRAD) generally improves firm value 

both in the high investor protection standard (IPS) environment subsample (0.158, p<0.01) and 

in the low investor protection standard (IPS) environment subsample (0.076, p<0.01). When 

we look into the intra-year trading by different types of FIIs trading behind the aggregate level 

of trading by all FIIs, Models 2 & 5 show that the impacts of the top 10% most active and 

bottom 10% least active groups of FIIs on firm valuation and the coefficients of HTRAD are 

0.108 (p<0.01) and 0.061 (p<0.01) in the high and low investor protection subsamples 

respectively. The two-sample coefficient difference z-test statistic is 2.55 (p<0.05) 10 , 

suggesting that the discipline benefits of FIIs trading to minority investors are bigger in terms 

of mitigating principal-agency conflicts in high IPS environments than those in mitigating 

controller-minority conflicts in low IPS environments. When we change our focus from the top 

 
10 Following the suggestion of Clogg et al. (1995), in large samples, the two-sample coefficient difference z-test 

static is calculated as: (�̂�1 − �̂�2) (𝑠𝑒1
2 + 𝑠𝑒2

2)1 2⁄⁄ , where �̂� refers to coefficient estimate, and 𝑠𝑒 refers to standard 

error of coefficient. The method is used when the error variances of two samples are assumed to be different. We 

use two-tailed tests to check significance in the two-sample coefficient differences. 
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10% most active FIIs group to the impacts of most active single individual FII on firm valuation, 

Models 3 & 6 show that the coefficients of HTRAD are 0.131 (p<0.01) and 0.096 (p<0.01) in 

the high and low investor protection subsamples respectively. The two-sample coefficient 

difference z-test statistic is 1.78 (p<0.1). Thus, our Hypothesis 2 is fully supported.  

Models 2 & 5 also show that the negative effect of LTRAD in the high investor 

protection subsample is -0.029 (p< 0.05). The negative effect of LTRAD in the low investor 

protection subsample is not significant (-0.002, p>0.1). These results suggest that the damaging 

role of LTRAD in high investor protection environments is bigger than that in low investor 

protection environments. When we change our focus from the bottom 10% least active FIIs 

group to the impacts of the least active individual FII on firm valuation, Models 3 & 6 show 

that the coefficients of LTRAD are -0.033 (p<0.05) and -0.008 (p>0.1) in the high and low 

investor protection subsamples respectively. Hypothesis 3 is therefore fully supported. Hence, 

minority investors rely more heavily on efficient market discipline maintained by informed 

investors in strong investor protection environments than in weak investor protection 

environments. FIIs can bring more discipline benefits to minority investors, as well as extract 

more rents at the cost of minority investors, in strong investor protection environments than in 

weak investor protection environments.  

Table 8, Panel B, Models 7 & 10 show that FIIs trading is more valuable for poorer 

governed firms indicated by a greater coefficient in the low CGQ subsample (0.142, p<0.01) 

than that in the high CGQ subsample (0.089, p<0.01). The two-sample coefficient difference 

z-test static is 2.58 (p<0.01). As shown in Models 8 & 11, the positive effect of HTRAD in the 

low CGQ subsample (0.111, p<0.01) is greater than that in the high CGQ subsample (0.055, 

p<0.01). The two-sample coefficient difference z-test static is 3.43 (p<0.01). When we change 

our focus from the top 10% most active FIIs group to the impacts of the most active single 

individual FII on firm valuation, Models 9 & 12 show that the coefficients of HTRAD are 
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0.078 (p<0.01) and 0.139 (p<0.01) in the high and low corporate governance subsamples 

respectively. The two-sample coefficient difference z-test statistic is 3.59 (p<0.01). This result 

is consistent with the prediction of Hypothesis 4. This suggests that in companies with better 

governance quality, the discipline incentives of FIIs are weakened, in line with Gorton et al. 

(2017).  

Models 8 & 11 show that the effect of LTRAD on firm value in the low CGQ subsample 

is negative and significant (-0.029, p<0.05), but it becomes insignificant in the high CGQ 

subsample (0.011, p>0.1). When we change our focus from the bottom 10% least active FIIs 

group to the impacts of the least active individual FII on firm valuation, Models 9 & 12 show 

that the coefficients of LTRAD are -0.006 (p>0.1) and -0.041 (p<0.01) in the high and low 

corporate governance subsamples respectively. The results are consistent with the prediction 

of Hypothesis 5. This suggests that in companies with better governance quality, the rent 

extractions of FIIs are mitigated. 

 

[Insert Table 8 about here] 

 

5. Discussion and Conclusions  

 

Whether minority investors can benefit from financial globalization is an open question. 

Previous research focuses on FIIs exerting influence directly on corporate governance through 

their shareholdings. In this research, we focus on a less-researched compromise between using 

FIIs trading activities to leverage their “informed” status and exert discipline on the 

management of their target firms, or alternatively to extract trading rents for private gain.  

In this paper, we hypothesize that minority investors may benefit from foreign 

institutional investors (FIIs) discipline via trading on management but may pay rents to them 

when FIIs rent extraction via trading constitutes additional principal-principal conflicts in 
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addition to those classic principal-agency conflicts. The level of conflicts between informed 

investors and un-informed minority investors may vary with the degree of minority investors’ 

reliance on market discipline in different corporate governance and investor protection 

environments, leading to different protection outcomes for minority investors. We suggest that 

aggressive trading by FIIs disciplines management and aligns the interests between FIIs and 

un-informed minority investors. These discipline benefits to minority investors increase with 

investor protection standards, but decrease with corporate governance environments. Discreet 

trading by FIIs extracts rent and stimulates the conflicts between FIIs and un-informed minority 

investors. These rent extraction costs to minority investors are higher in strong investor 

protection standards environments, but lower in strong corporate governance environments.  

 Our research has important implications for policymakers and those charged with the 

administration of QFII regulations in emerging economies. First, policy makers and corporate 

managers should encourage participation of FIIs in local markets. This is because globalization, 

by involving foreign institutional investors into stock markets, can not only improve operating 

performance such as higher growth, greater investment, greater profitability, greater efficiency 

and lower leverage (Mitton, 2006), but also bring benefits to many small investors across the 

world. Second, authorities need to recognize that FIIs may influence the governance of their 

target firms not just through their shareholdings but also through their share trading activities. 

Thus, a simple cap on FII shareholdings will only partially constrain FII influence on corporate 

governance. Third, FIIs may bring capital and promote better corporate governance, but they 

also have an incentive to take advantage of their informed positions to extract trading rents. 

Authorities need to guard against these potential adverse effects by strengthening relevant 

policies so as to prevent FIIs abusing their trading positions. Finally, authorities need to 

recognize that there is a limit to market discipline in protecting minority investors’ interests, 

especially when minority investors’ reliance on such market discipline becomes high. The 
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conflicts between informed and un-informed investors can be effectively mitigated by 

strengthening firm-level corporate governance standards but not simply by strengthening 

investor protection standards.  

Our research can be extended in a number of ways. First, our empirical analysis has 

focused on the impacts of different types of trading from different FIIs on a target firm. Further 

studies could identify characteristics of these FIIs such as their country of origin and investigate 

whether our results vary with their characteristics of country origin. Second, the analysis could 

extend to other forms of trading (e.g., short selling). Third, although we investigate different 

trade-offs faced by FIIs trading in different corporate governance and investor protection 

standards environments, market transparency, which describes the extent to which the details 

of market activity are made public could be important to mitigate the conflicts between 

informed and un-informed investors in their trading. It would be interesting to see how our 

results on FIIs trading might be affected by different market transparency environments. 

Finally, further research could investigate share liquidity or firm-level transparency, as the 

potential transmission channels, linking share trading by FIIs to firm valuation outcome (Ng et 

al., 2016).  
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Table 1 

Number of firms by country and year. 

    This table shows the number of firms that have both firm-level and country-level variables in the main 

regression tests. For Japan, the number of observations in 2013 is significantly less than that of other years because 

the variable of closely held shares (CLOSE) has many missing data in 2013 for the country.  
 

           

Country 2009 2010 2011 2012 2013 2014 2015 2016 2017 Total Obs. 
           

           

Argentina 8 7 8 7 5 7 8 9 12 71 

Australia 177 194 198 201 225 229 240 249 248 1,962 

Austria 10 10 10 10 8 9 10 10 10 87 

Belgium 13 14 13 15 15 15 17 17 17 136 

Brazil 33 38 40 41 41 38 43 43 40 357 

Canada 112 109 138 146 145 152 160 167 176 1,305 

Chile 19 20 20 20 19 20 21 21 21 181 

China 90 97 108 105 100 105 114 108 109 936 

Colombia 4 6 6 6 7 5 6 6 6 52 

Czech 1 1 1 1 1 1 1 1 1 9 

Denmark 17 18 19 16 11 13 20 21 21 156 

Egypt 1 0 5 5 4 4 5 5 4 33 

Finland 23 23 23 23 23 23 23 23 22 206 

France 71 72 73 73 69 68 73 74 74 647 

Germany 44 44 45 44 42 31 54 58 57 419 

Greece 8 10 11 10 11 11 10 11 11 93 

Hong Kong 89 92 95 95 92 95 100 99 96 853 

Hungary 3 3 3 3 3 3 3 3 3 27 

India 66 71 71 71 71 70 68 69 70 627 

Indonesia 29 29 30 30 30 31 31 27 25 262 

Ireland 10 11 11 13 14 13 14 14 14 114 

Israel 8 9 10 13 13 14 15 15 15 112 

Italy 15 15 15 15 15 15 16 17 15 138 

Japan 325 326 325 337 71 343 343 346 349 2,765 

Korea 77 80 88 88 88 87 93 95 96 792 

Malaysia 30 30 34 29 21 39 40 40 41 304 

Mexico 14 9 18 20 20 20 23 24 24 172 

Netherlands 23 23 26 26 23 19 24 24 26 214 

New Zealand 20 18 19 22 18 26 29 31 32 215 

Norway 15 15 15 14 14 13 17 16 16 135 

Peru 14 12 14 12 13 12 15 15 13 120 

Philippines 14 14 14 15 15 15 15 15 15 132 

Poland 12 12 13 12 11 12 12 12 12 108 

Portugal 7 7 7 7 7 6 6 6 6 59 

Qatar 1 1 4 4 5 5 5 5 4 34 

Russia 19 15 20 22 22 20 22 21 24 185 

Saudi Arabia 5 4 6 5 6 7 7 6 7 53 

Singapore 27 27 28 28 25 30 30 30 30 255 

South Africa 73 77 81 82 72 84 85 85 82 721 

Spain 19 20 21 21 22 23 25 24 24 199 

Sweden 38 37 38 34 31 34 41 40 35 328 

Switzerland 37 40 39 38 33 33 41 38 40 339 

Thailand 24 25 26 25 26 25 26 5 4 186 

Turkey 17 17 18 16 15 13 18 18 18 150 

UAE 1 0 2 3 4 4 4 4 5 27 

UK 181 184 191 192 162 200 214 219 218 1,761 

US 989 1,038 1,070 1,129 1,108 1,247 1,298 1,331 1,367 10,577 

           

Total Obs. 2,833 2,924 3,070 3,144 2,796 3,289 3,485 3,517 3,555 28,614 
           



39 

 

Table 2 

Variable definitions 
 

Variable  Definition Data source 

Tobin’s q TQ Total assets (Worldscope item 02999) minus book value of equity (Worldscope item 03501) plus market 

value of equity (Worldscope item 08001) divided by total assets.  

Worldscope 

Informed trading by foreign 

institutional investors 

TRAD Average trading among all FIIs in a given year, as estimated in Eq. (1).  Thomson Eikon 

High informed trading by 

foreign institutional investors 

HTRAD Average trading among top 10% actively trading FIIs in a given year  

 

Thomson Eikon 

Low informed trading by foreign 

institutional investors 

LTRAD Average trading among bottom 10% actively trading FIIs in a given year Thomson Eikon 

Corporate governance quality CGQ Refer to the Appendix A for our corporate governance standards relating to financial and operating, 

following Chung et al. (2010). CGQ is the ratio of their CG scores according to these 22 CG standards, 

divided by the full score of 22.   

Thomson Eikon  

Investor Protection Standard IPS Indicator of national governance quality as measured by the sum of government effectiveness, regulatory 

quality, and rule of law. 

World Governance Indicators 

from the World Bank 

Foreign institutional ownership FIO Combined shareholdings of foreign institutional investors at the end of the year as a percentage of total 

shares. 

Thomson Eikon 

Firm size SIZE Log of total assets in thousands of U.S. dollars (Worldscope item 02999). Worldscope 

Firm age AGE The log of firm age. Firm age is defined as the number of years since the firm was incorporated calculated 

using Worldscope item 18273.  

Worldscope 

Leverage LEV Total debt (Worldscope item 03255) divided by total assets. Worldscope 

Cash CASH Cash and short-term investments (Worldscope item 02001) divided by total assets (Worldscope item 

02999). 

Worldscope 

Property, plant, and equipment PPE Property, plant, and equipment (Worldscope item 02501) divided by net sales (Worldscope item 01001). Worldscope 

Capital expenditures CAPEX Capital expenditures (Worldscope item 04601) divided by total assets (Worldscope item 02999). Worldscope 

Sales growth SGR Three-year average of annual growth rate in net sales (Worldscope item 01001). Worldscope 

Closely-held Shares CLOSE Number of closely held shares divided by common shares outstanding (%) (Worldscope item 08021).    Worldscope 

Cross-listing dummy ADR Dummy variable equal to one if the firm is cross-listed on a US stock exchange and zero otherwise.  Bank of New York Mellon 

Inflation INFL Inflation is measured by GDP deflator. World Development Indicators 

from the World Bank 

Foreign direct investment FDI Annual net flows of foreign direct investment as a percentage of GDP (%). World Development Indicators 

from the World Bank 
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Table 3 

Summary Statistics (N = 28,614). 

   This table reports summary statistics of variables for the full sample (47 countries from 2009 to 2017). Tobin’s q (TQ), 

Property, plant, and equipment (PPE), Sales growth (SGR), Inflation (INFL), and Foreign direct investment (FDI) are 

winsorised at the top and bottom 1% to control for outliers. For further details on variable measurement and data sources, see 

Table 2. 
 
 

      

Variables Mean Median Standard Deviation Min Max 
      

      

      

TQ 1.948 1.496 1.369 0.634 8.586 

TRAD 0.788 0.748 0.256 0 2.816 

HTRAD 2.094 2.056 0.326 0 9.490 

LTRAD 0.065 0.032 0.157 0 2.667 

CGQ 0.306 0.318 0.194 0 0.773 

IPS 3.914 4.521 1.832 -2.248 6.310 

FIO 0.177 0.112 0.186 0 1.790 

SIZE 14.857 14.875 1.662 6.114 20.477 

AGE 3.202 3.219 0.945 0 5.849 

LEV 0.228 0.219 0.173 0 1.022 

CASH 0.160 0.110 0.162 0 0.991 

PPE 0.753 0.257 1.677 0.009 12.967 

CAPEX 0.052 0.036 0.058 0 0.876 

SGR 0.099 0.060 0.220 -0.341 1.379 

CLOSE 0.255 0.170 0.250 0 1 

ADR 0.023 0 0.148 0 1 

INFL 1.887 1.755 2.037 -1.895 8.908 

FDI 3.590 1.761 6.939 -1.482 41.535 
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Table 4 

Correlation Matrix (N = 28,614). 

   This table reports the Pearson correlations among variables. For further details on variable measurement and data sources, see Table 2. Tobin’s q (TQ), Property, plant, and equipment 

(PPE), Sales growth (SGR), Inflation (INFL), and Foreign direct investment (FDI) are winsorised at the top and bottom 1% to control for outliers. * indicates that the correlation is 

significant at least at the 5% level (two-tailed test). For further details on variable measurement and data sources, see Table 2. 
 

  [2] [3] [4] [5] [6] [7] [8] [9] [10] [11] [12] [13] [14] [15] [16] [17] [18]  
                    

TQ [1] 0.14* 0.09* 0.04* 0.02* 0.01 -0.01 -0.33* -0.12* -0.25* 0.42* -0.10* 0.01 0.22* -0.03* -0.02* 0.05* -0.03*  

TRAD [2]  0.50* 0.42* -0.15* -0.01 -0.18* -0.24* -0.25* -0.04* 0.14* -0.07* 0.02* 0.18* -0.04* -0.05* 0.02* -0.07*  

HTRAD [3]   0.01 0.01* 0.04* -0.01 0.04* -0.06* 0.01 0.06* -0.10* -0.01* 0.02* -0.08* -0.02* -0.06* -0.02*  

LTRAD [4]    -0.16* -0.06* -0.09* -0.19* -0.14* -0.03* 0.08* 0.03* 0.02* 0.11* 0.08* 0.01 0.03* -0.01*  

CGQ [5]     0.12* 0.12* 0.32* 0.04* 0.11* -0.11* 0.04* 0.02* -0.08* -0.18* 0.05* -0.05* 0.05*  

IPS [6]      -0.06* -0.13* 0.03* -0.09* 0.02* 0.04* -0.04* -0.06* -0.42* -0.13* -0.53* 0.19*  

FIO [7]       0.14* -0.05* -0.01 -0.01* 0.07* 0.02* 0.02* 0.21* 0.07* 0.10* 0.32*  

SIZE [8]        0.21* 0.33* -0.32* -0.07* -0.04* -0.16* 0.03* 0.17* -0.04* 0.07*  

AGE [9]         -0.02* -0.12* -0.10* -0.08* -0.22* -0.06* 0.05* -0.06* -0.06*  

LEV [10]          -0.38* 0.05* 0.05* -0.06* 0.01 0.02* 0.03* 0.01  

CASH [11]           -0.03* -0.13* 0.17* 0.01 -0.02* -0.03* 0.01  

PPE [12]            0.33* 0.03* 0.05* -0.01 0.02* 0.07*  

CAPEX [13]             0.14* 0.06* 0.05* 0.09* -0.02*  

SGR [14]              0.06* -0.01 0.14* 0.02*  

CLOSE [15]               0.04* 0.24* 0.18*  

ADR [16]                0.11* 0.03*  

INFL [17]                 0.04*  

FDI [18]                   
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Table 5 

Informed Trading by FIIs and firm value – fixed effects (within) estimation. 

   This table presents the regression results of the impact of informed trading by foreign institutional investors on 

firm value. The dependent variable is Tobin’s q. Tobin’s q (TQ), Property, plant, and equipment (PPE), Sales 

growth (SGR), Inflation (INFL), and Foreign direct investment (FDI) are winsorised at the top and bottom 1% to 

control for outliers. Standardized regression coefficients are reported with t-statistics in parentheses. Standard 

errors are corrected for firm-level clustering. ***, **, and * denote significance at the 1%, 5%, and 10% levels, 

respectively (two-tailed tests). For further details on variable measurement and data sources, see Table 2. 
 
 

Dependent variable: Tobin’s q   

 (1)  (2) 
    

TRAD 0.126***   

 (12.13)   

HTRAD    0.091*** 

   (11.20) 

LTRAD    -0.019** 

   (-2.13) 

CGQ 0.098***  0.095*** 

 (11.47)  (11.15) 

IPS -0.047  -0.039 

 (-0.81)  (-0.69) 

FIO 0.057**  0.043* 

 (2.31)  (1.77) 

SIZE -0.499***  -0.558*** 
 (-8.38)  (-9.36) 

AGE 0.025  -0.027 
 (0.52)  (-0.54) 

LEV -0.128***  -0.126*** 
 (-6.95)  (-6.87) 

CASH 0.216***  0.220*** 
 (9.19)  (9.42) 

PPE 0.043**  0.047** 
 (2.14)  (2.36) 

CAPEX 0.116***  0.117*** 
 (8.24)  (8.36) 

SGR 0.120***  0.128*** 

 (8.97)  (9.49) 

CLOSE -0.050***  -0.044*** 

 (-3.42)  (-3.04) 

ADR -0.236*  -0.216 

 (-1.86)  (-1.62) 

INFL 0.001  0.001 

 (0.07)  (0.11) 

FDI 0.021  0.026 

 (1.30)  (1.57) 
    

N 28,614  28,614 

Adjusted R-squared (within) 0.13  0.12 

Firm fixed effects Yes  Yes 

Year fixed effects Yes  Yes 
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Table 6  

Informed Trading by FIIs and firm value – lagged FIIs trading variables & Instrumental variable estimation 

   This table presents the regression results using one-year lagged FIIs trading variables and the two-step feasible 

GMM estimation with instrumental variables for FIIs trading. The dependent variable is Tobin’s q. For models 1-

2, we use one-year lagged values of the FIIs trading variables. Fixed effects (within) estimation is used. 

Standardized regression coefficients are reported with t-statistics in parentheses. Standard errors are corrected for 

firm-level clustering. For models 3-4, the instruments are the average year levels of TRAD, HTRAD and LTRAD 

respectively (the current firm is excluded from the calculation of the instruments). We used the Hansen J-test to 

check the validity of instruments used in our estimations, where a rejection of the null hypothesis casts doubts on 

validity. For models 5-6, we use propensity scored matched sample where we match a firm with FII trading with 

a firm without FII trading, based on FIIs target firm characteristics including CGQ, SIZE, AGE, LEV, CASH, 

PPE, CAPEX, SGR, CLOSE, ADR and Industry. Tobin’s q (TQ), Property, plant, and equipment (PPE), Sales 

growth (SGR), Inflation (INFL), and Foreign direct investment (FDI) are winsorised at the top and bottom 1% to 

control for outliers. Standardized regression coefficients are reported. The t-statistics or z-statistics (in parentheses) 

are based on the White (1980) standard errors which are heteroskedasticity-consistent. ***, **, and * denote 

significance at the 1%, 5%, and 10% levels, respectively (two-tailed tests). For further details on variable 

measurement and data sources, see Table 2. 
 

 
Lagged FIIs trading 

variables 
 Instrumental variables  

 
PSM sample 

 (1) (2)  (3) (4)  (5) (6) 
         

TRAD 0.080***   0.017*   0.092***  

 (8.92)   (1.69)   (3.87)  

HTRAD  0.042***   0.109***   0.065*** 

  (6.23)   (10.56)   (4.41) 

LTRAD  -0.010*   -0.024**   -0.035** 

  (-1.78)   (-1.98)   (-1.96) 

CGQ 0.093*** 0.091***  0.188*** 0.186***  0.106*** 0.099*** 

 (10.82) (10.58)  (22.91) (22.64)  (3.11) (2.88) 

IPS 0.013 0.013  -0.064 -0.067  0.490 0.510 

 (0.23) (0.23)  (-1.04) (-1.09)  (1.45) (1.52) 
         

N 24,046 24,046  28,614 28,614  2,840 2,840 

Hansen’s J statistic - -  0.00 0.00  - - 

Control variables Yes Yes  Yes Yes  Yes Yes 

Firm fixed effects Yes Yes  No No  Yes Yes 

Country fixed effects No No  Yes Yes  No No 

Industry fixed effects No No  Yes Yes  No No 

Year fixed effects Yes Yes  Yes Yes  Yes Yes 

Adjusted R-squared 0.11 0.11  0.35 0.36  0.12 0.13 
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Table 7 

Informed Trading by FIIs and firm value - alternative dependent variable and alternative independent variables. 

   This table presents the regression results using an alternative measure of firm value and/or alternative 

independent variables. The alternative dependent variable is market-to-book ratio and it is winsorised at the top 

and bottom 1% to control for outliers, which is used in all 3 models. In model 3, we also use the alternative 

independent variables for HTRAD and LTRAD which change our focus on the top 10% most active and bottom 

10% least active groups of FIIs to the focus on most and least active single individual FII in a firm in a given year. 

Market-to-book ratio (MB), Property, plant, and equipment (PPE), Sales growth (SGR), Inflation (INFL), and 

Foreign direct investment (FDI) are winsorised at the top and bottom 1% to control for outliers. Standardized 

regression coefficients are reported with t-statistics in parentheses. Standard errors are corrected for firm-level 

clustering. ***, **, and * denote significance at the 1%, 5%, and 10% levels, respectively (two-tailed tests). For 

further details on variable measurement and data sources, see Table 2. 
 
 

Dependent variable: Market-to-book ratio    

 (1)  (2) (3) 
     

TRAD 0.299***    

 (9.65)    

HTRAD    0.224*** 0.280*** 

   (9.61) (11.77) 

LTRAD    -0.039* -0.064** 

   (-1.78) (-2.50) 

CGQ 0.212***  0.206*** 0.202*** 

 (8.03)  (7.82) (7.72) 

IPS 0.271  0.287* 0.283* 

 (1.57)  (1.67) (1.65) 
     

N 28,613  28,613 28,613 

Adjusted R-squared (within) 0.10  0.10 0.10 

Control variables Yes  Yes Yes 

Firm fixed effects Yes  Yes Yes 

Year fixed effects Yes  Yes Yes 
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Table 8 

Regression results of FIIs trading, investor protection standards, corporate governance and Tobin’s q. 

   This table presents the regression results of the impact of informed trading by foreign institutional investors on 

firm value. In Panel A, we split the sample based on investor protection standards (IPS). In Panel B, we split the 

sample based on corporate governance quality (CGQ). The dependent variable is Tobin’s q. In Model 3, 6, 9 and 

12, we use the alternative independent variables for HTRAD and LTRAD which replace the top 10% most active 

and bottom 10% least active groups of FIIs with the most and least active individual FII in a firm in a given year. 

Tobin’s q (TQ), Property, plant, and equipment (PPE), Sales growth (SGR), Inflation (INFL), and Foreign direct 

investment (FDI) are winsorised at the top and bottom 1% to control for outliers. Standardized regression 

coefficients are reported with t-statistics in parentheses. Standard errors are corrected for firm-level clustering. 

***, **, and * denote significance at the 1%, 5%, and 10% levels, respectively (two-tailed tests). For further details 

on variable measurement and data sources, see Table 2. 
 

Panel A: Partition variable = Investor protection standards  

  High                                Low 

  (1) (2) (3)  (4) (5) (6) 

TRAD  0.158***    0.076***   

  (8.84)    (5.55)   

HTRAD   0.108*** 0.131***   0.061*** 0.096*** 

   (7.49) (8.67)   (5.28) (8.04) 

LTRAD   -0.029** -0.033**   -0.002 -0.008 

   (-1.96) (-2.16)   (-0.14) (-0.48) 

CGQ  0.162*** 0.161*** 0.158***  0.037*** 0.034** 0.031** 

  (10.44) (10.29) (10.19)  (2.67) (2.46) (2.33) 

IPS  0.061** 0.052* 0.052*  0.342*** 0.329*** 0.317*** 

  (1.97) (1.68) (1.70)  (3.69) (3.58) (3.48) 
         

N  11,257 11,257 11,257  6,700 6,700 6,700 

Adj. R
2 (within)  0.16 0.15 0.16  0.19 0.19 0.19 

Control variables  Yes Yes Yes  Yes Yes Yes 

Firm fixed effects  Yes Yes Yes  Yes Yes Yes 

Year fixed effects  Yes Yes Yes  Yes Yes Yes 
     

 
   

         

Panel B: Partition variable = Corporate governance quality   

  High  Low 

  (7) (8) (9)  (10) (11) (12) 

TRAD  0.089***    0.142***   

  (7.62)    (8.48)   

HTRAD   0.055*** 0.078***   0.111*** 0.139*** 

   (7.10) (9.85)   (7.75) (9.26) 

LTRAD   0.011 -0.006   -0.029** -0.041*** 

   (1.27) (-0.77)   (-2.18) (-3.07) 

CGQ  0.018 0.018 0.018  0.072*** 0.069*** 0.066*** 

  (1.50) (1.53) (1.56)  (3.88) (3.76) (3.68) 

IPS  0.145** 0.143* 0.136*  -0.246** -0.202** -0.203** 

  (1.98) (1.94) (1.85)  (-2.59) (-2.16) (-2.18) 

         

N  17,103 17,103 17,103  11,511 11,511 11,511 

Adj. R
2 (within)  0.11 0.11 0.11  0.12 0.12 0.14 

Control variables  Yes Yes Yes  Yes Yes Yes 

Firm fixed effects  Yes Yes Yes  Yes Yes Yes 

Year fixed effects  Yes Yes Yes  Yes Yes Yes 
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Appendix A: Corporate Governance Index Construction Method. 

    This table shows the construction method for the corporate governance quality index. Following Chung et al. 

(2010), we adopt 22 CG standards relating to financial and operating transparency. The CG standards are taken 

from data compiled by Thomson Eikon.  
Item 

No. 
Aspect of CG Thomson Data Item Our Construction  

1 Audit  Audit committee independence  1 if audit committee independence is true, and 0 otherwise. 

2 Board  Strictly Independent Board Members 1 if strictly independent board members are more than 50% of 

the board directors, and 0 otherwise.  

3 Board  Nomination Committee Independence 1 if nomination committee independence is true, and 0 

otherwise. 

4 Board  Compensation Committee Independence 1 if compensation committee is compromised solely of 

independent outside directors, and 0 otherwise. 

5 Board  Committee Meetings Attendance Average 1 if committee meeting attendance average is >0 (i.e., meets at 

least once during the year), and 0 otherwise. 

6 Board  Staggered Board Structure 1 If staggered board structure is false, and 0 otherwise.  

7 Board  Board Size 1 if board Size>5 and <16, and 0 otherwise. 

8 Board  Elimination of Cumulative Voting Rights 1 if elimination of cumulative voting rights is false, and 0 

otherwise. 

9 Board  CEO Board Member 1 if CEO serves on no more than two additional boards of 

other public companies, and 0 otherwise.  

10 Board  Chairman is ex-CEO 1 if chairman is not ex-CEO, and 0 otherwise. 

11 Board  CEO-Chairman Separation 1 if CEO and Chairman is separated, and 0 otherwise. 

12 Board  Disclosure of Board Guidelines  1 if any of the following policies is available publicly, and 0 

otherwise. 

    • Board Independence 

    • Board Diversity 

    • Board Experience 

    • Executive Compensation Performance 

    • Executive Compensation ESG Performance 

    • Executive Retention 

13 Charter Poison Pill 1 if there is no poison pill provision, and 0 otherwise.  

14 Charter Supermajority Vote Requirement 1 if Supermajority Vote Requirement is false, and 0 otherwise.  

15 Charter Shareholder Approval Significant Transactions 1 if Shareholder Approval Significant Transactions is true, and 

0 otherwise.  

16 Charter Written Consent Requirements 1 if Written Consent Requirements is true, and 0 otherwise.  

17 Charter Limited Shareholder Rights to Call Meetings 1 if Limited Shareholder Rights to Call Meetings is false, and 

0 otherwise. 

18 Charter Unlimited Authorized Capital or Blank Check 1 if Unlimited Authorized Capital or Blank Check is false, and 

0 otherwise. 

19 Compensation Board Member Long Term Compensation 

Incentives 

1 if Board Member Long Term Compensation Incentives>0, 

and 0 otherwise.  

20 Ownership  Executive Compensation Long Term Objectives 1 if Executive Compensation Long Term Objectives is true, 

and 0 otherwise.  

21 Ownership  Shareholders Approval Stock Compensation 

Plan 

1 if Shareholders Approval Stock Compensation Plan is true, 

and 0 otherwise.  

22 Anti-Takeover 

Devices  

Anti-Takeover Devices  1 if there is no anti-takeover device, and 0 otherwise.  

 


