Accepted Manuscript

Investor protection and stock crash risk

Hongliang Zhang, Mengying Wang, Jie Jiang

PII: S0927-538X(17)30221-4

DOI: doi: 10.1016/j.pacfin.2017.05.001
Reference: PACFIN 931

To appear in: Pacific-Basin Finance Journal
Received date: 21 March 2016

Revised date: 12 April 2017

Accepted date: 2 May 2017

Please cite this article as: Hongliang Zhang, Mengying Wang, Jie Jiang , Investor
protection and stock crash risk, Pacific-Basin Finance Journal (2017), doi: 10.1016/

J-pacfin.2017.05.001

This is a PDF file of an unedited manuscript that has been accepted for publication. As
a service to our customers we are providing this early version of the manuscript. The
manuscript will undergo copyediting, typesetting, and review of the resulting proof before
it is published in its final form. Please note that during the production process errors may
be discovered which could affect the content, and all legal disclaimers that apply to the

journal pertain.

PACIFIC-
BASIN

FINANCE
JOURNAL



http://dx.doi.org/10.1016/j.pacfin.2017.05.001
http://dx.doi.org/10.1016/j.pacfin.2017.05.001
http://dx.doi.org/10.1016/j.pacfin.2017.05.001

Investor protection and stock crash risk

Hongliang Zhang?, Mengying Wang®, Jie Jiang®

?Department of Accounting, Beijing Technology and Business University, Beijing, China
PCollege of Management, University of Massachusetts-Boston, 100 Morrissey Blvd., Boston, MA 02125, US
‘Department of Management, China Youth Politics College, Beijing, China

Abstract

This paper examines the empirical relationship between investor protection and the risk of stock crash. We develop a firm-level index to
measure how well a firm’s investors are protected. Using a sample of listed Chinese companies from 2010 to 2012, we find that the stock of
those firms whose investors received the best protection were less prone to crashes. We used an instrument approach to check the robustness
of our findings. We also conduct a subsample analysis and decompose an investor protection score. We find consistent evidence of the adverse
impact of poor investor protection on the risk of stock crash.
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