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Abstract

Directly benefited from the board’s policy: “extraordinary development of
institutional investors”, China’s institutional investors have risen sharply and
gradually become an important force in the security market. As a result, many
scholars have paid a lot attention to institutional investors’ behavior and their impacts
on the market and corporations. Focused on the current market environment, this
thesis discusses the Value-Finding and Value-Creation capabilities of the institutional
investors from the angel of institutional ownership and corporate performance, and
we hope that the results will provide some useful information for the governors who
have to make decisions.

This thesis focuses on whether the institutional investors have Value-Finding or
Value-Creation capabilities based on the panel data of 984 companies from 2004 to
2009. In consideration of their differences, different types of institutional investors are
separated to be analyzed.

Our empirical study shows that: the change of institutional investors’
shareholdings has a positive relationship with the corporate performance, lag the
performance by one year or two still gets the same result, so institutional investors can
find corporations that value more. We also find that the change of institutional
investors’ shareholdings has a positive relationship with the one-term lagged change of
corporate performance, but the significance declines sharply after two-term lags, this
result shows that in China institutional ownership can’t show Value-Creation capability
in the long run. As for different types of institutional investors, fund performs much
better than other institutional investors(Broker. QFII. Pension Fund and Trust).
Compared with their counterparties in the foreign markets, China’s institutional
investors still have a lot to do.

The major contributions of this thesis are as follows: Firstly, different types of
institutional investors are separated to be analyzed for their differences. Secondly,

some indicators are improved in this thesis, such as the use of the adjusted EPS



and ROE. Besides, adoption of the samples between 2004 and 2009 makes this thesis

high time efficiency.
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