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Abstract

Information acquisition and transmission are the core issues of financial
researches. According to the EMH, investors can timely response to the information in
the market. When old information appears on the market, it can no longer cause new
market reaction. However, unlike the idealized assumptions, the process of
information acquisition is affected by many factors, for example, the spreading path,
the mediation and the information receiving capacity of investors. As a result, it may
cause some anomalies.

In the background of “Shanghai stock exchange listed company directors,
supervisors and senior managers share management guidelines “which issued by the
Shanghai stock exchange, we use the theory of limited attention and study the
investors’ reaction to different channels of trading information of directors,
supervisors and senior managers. We choose the sample of insider trading information
which disclosed on the site of Shanghai stock exchange, and at the same time
disclosed in the form of financial announcement. Making use of the time difference of
two disclosure channels and the difference of investor attention, we check whether
there is the difference of marketing reaction, whether or not there is incremental
response and the factors that affect the marketing reaction.

According to the results of this paper, because of investors’ limited attention,
when the news of insider trading information disclosed on the site of Shanghai stock
exchange, investors don’t respond to the news, so the yield and trading volume of the
company stay unchanged. But when news of insider trading information disclosed in
the form of financial announcement, the yield and trading volume changed
significantly. For the same information, when the news first disclosed on the Shanghai
stock exchange, and then made the financial announcement, there is incremental
reaction. But when the news first disclosed in the form of financial announcement and
then disclosed on the Shanghai stock exchange, there is no incremental reaction. The
market reaction of financial announcement is significantly related to the number of

media reports. But it is influenced by the ownership proportion of institutional
1
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investors. The higher institutional ownership is, the number of media reports’ effects
to increment reaction is lower.

This paper studies the micro process of the information dissemination. Our
results show that the investors’ ability of receiving information and the channels of
spreading the information do matter. Our results can inspire the investors value the
news that do not attract a lot attention, because it may bring the opportunities of
making profits.
keywords : limited attention; insider trading; information transmission; media

attention; market reaction
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