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Will Violations of Listed Companies Increase the Risk of Stock Price Crash
SHEN Hua—yu, WU Xiao—hui

School of Management, Xiamen University, Xiamen 310005, China
Abstract: Taking China’s listed companies as a sample from year 1992 to year 2015, this paper explores the relationship between
the violations and the risk of stock price crash. We find that violation is significantly positive to stock price crash risk. After a series
of robust tests, the conclusion is still robust. In the further study, when the levels of company’s internal governance and external gover—
nance are poor, or the higher the degree of asymmetric information, the positive correlation between the illegal behavior and the risk of
stock price crash is more significant. These results indicate that the illegal behavior may also affect the risk of stock price crash
through the "governance" effect and "information" effect.
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