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Product Market Competition, Agency Cost, and Stock Price Crash Risk

QIN Hailin, LI Hui
(School of Economics and Management, Tiangong University, Tianjin 300387, China)

Abstract : Based on the data of non-financial listed companies in Shanghai and Shenzhen from 2010 to 2020, this paper
empirically analyzes the impact of product market competition on the risk of stock price collapse by building a panel model. The
results show that the increase of product market competition will significantly reduce the risk of stock price collapse, and this
effect is more significant in the sample of enterprises with higher accounting conservatism. At the same time, the results of the
mediation effect test show that product market competition reduces the risk of stock price collapse by reducing the agency cost of
the company. In addition, the threshold effect test results show that product market competition has a non-linear effect on stock
price crash risk, when the company’s stock price crash risk is high, the increase of product market competition will significantly
reduce the company’s stock price crash risk. This paper has enriched the research literature on the influencing factors of product
market competition and stock price crash risk, and provided policy enlightenment and empirical evidence for the government,
companies and investors.

Key words: product market competition; risk of stock price collapse; agency cost; external governance; threshold

effect model



