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(-1.754) ( -1.767) ( -2.317) ( -2.372)
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Can Product Market Competition Impact Herding Effect of Investment?

An Empirical Analysis Based on Listed Firms in China
PENG Bo' WANG Man' > MA Yong'

(1. School of Accounting Dongbei University of Finance and Economics Dalian 116025 China;

2. China Internal Control Research Center Dongbei University of Finance and Economics Dalian 116025 China)

Abstract: The investment herding effect originates from the managers irrational behavior inhibiting the investment her—
ding effect can enhance the effectiveness of the enterprise’s investment decision. This paper examines relationship between
product market competition and investment herding effects under different dimensions from industry level and corporate level
based on the data of Ashares listed firms in Shanghai and Shenzhen Stock Exchange between 2007 and 2018. The empirical re—
sults show the following. (1) Intensive industry competition restrains the herding effect of investment. (2) The low competitive
position of the firm can restrain the herding effect. (3) The inhibition of low competitive position on investment herding effect
is mainly reflected in the industry which increase investment in general. (4) Intensive industry competition will strengthen the
inhibition of low firm competitive position on investment herding effect. Results prove that product market competition at the in—
dustry and company level is helpful to reduce irrational investment behavior of listed companies. Government departments should
be committed to creating a fair and just market environment and give full play to the role of the market in resource allocation.
Listed companies should fully exploit the private information inside the enterprises and make investment decisions that are con—
ducive to their long-term development.

Key words: product market competition; investment herding effect; industry competition; competitive position



