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Most of the existing literature about institutional investors’ stock-picking
skill focuses on whether institutional investors can select good stocks to buy from
the stock market. In this paper, we examines whether institutional investors make
smart choice when sell stocks and compare the performance between domestic
and foreign institutional investors. Our results are summarized as follow: First,
the information of institutional investors’ stock holding has better the prediction
ability than Ohlson’s model and Altman’s model. Second, institutional investors
can select bad stocks to sell to prevent the huge loss. Finally, we find that
domestic investors have an information advantage over foreign investors, so they
have better stock-picking skill and sell the stocks in time. In sum, we provide an
easy and effective indicator, the stock holdings of institutional investors, to help

individual investors make smarter choice.
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