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Abstract: In recent years, the phenomenon that insiders of listed companies use information disclosure, earnings management
and M&As to manipulate stock prices for illegally reducing holdings has caused widespread concern among securities market
regulators and participants. This paper takes the Shanghai and Shenzhen listed companies from 2007 to 2019 as the research
object to examine the relationship between insiders’ shares selling and M&As. It is found that companies with insiders’ shares
selling may resort to pseudo-“market value management” in the form of M&As to accommodate insiders’ selling, and insiders
are more likely to reduce their holdings when listed companies initiate cross-industry and cash-out M&A not vetted by the
CSRC. Further research finds that, as opposed to listed companies without insiders reducing holdings after M&As, those with
insiders reducing holdings after M&As have a higher percentage of goodwill impairment, the “high goodwill recognition, high
goodwill impairment” phenomenon of cash-out M&As is more apparent, which reveals the motivation behind the pseudo-
“market value management” from the perspective of insiders initiating M&As before selling shares. Our research not only
helps investors to identify the true intentions of insiders to initiate M&As before selling shares, but also provides empirical
evidence for securities regulators to implement effective precision supervision on M&As of listed companies and insiders’

shares selling.
Key words: insiders’ shares selling, strategic M&A, cash-out M&A, market value management
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