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Table 1 Summary statistics
Panel A “ ”

Variable mean sd max min p25 p50 p75 N
Volatility ( %) 3.460 1.733 7.815 0.842 2.020 3.110 4.525 7 381
SV ( %) 2.575 2.160 9.354 0.040 0.926 1.971 3.466 7 381
1V (%) 2.537 1.233 9.442 0.762 1.595 2.283 3.284 7 381
Govern ( %) 2.169 2.739 11.608 0.000 0.000 1.228 3.223 7 381
Inst (%) 40.970 23.346 84.661 0.000 21.757 43.129 60.004 7 381
In ( Size) 22.849 0.979 25.133 20.548 22.154 22.803 23.513 7 381
BM 0.832 0.874 4.379 0.064 0.277 0.506 1.001 7 381
Return ( %) 0.088 0.614 6.465 -2.029 -0.260 0.040 0.368 7 381
Turnover ( %) 3.621 2.874 19.383 0.156 1.547 2.866 4.870 7 381
Skew -0.099 0.530 1.790 -1.901 -0.387 -0.097 0.108 7 381
Kurt 3.664 1.704 12.917 1.474 2.565 3.311 4.268 7 381
ROE ( %) 4.688 6.029 25.943 -16.548 1.221 3.674 7.426 7 381
LEV ( %) 43.073 20.724 87.465 5.132 25.752 42.335 59.803 7 381

Panel B ”

Variable mean sd max min p25 p50 p75 N
Volatility ( %) 3.649 1.736 7.815 0.842 2.212 3.328 4.727 6 274
SV ( %) 2.665 2.184 9.354 0.040 0.941 2.048 3.851 6 274
1V (%) 2.869 1.372 9.442 0.762 1.860 2.605 3.598 6 274
Govern ( %) 0.000 0.000 0.000 0.000 0.000 0.000 0.000 6 274
Inst (%) 34.418 21.230 84.661 0.000 16.589 34.254 50.603 6 274
In ( Size) 22.379 0.638 25.133 20.548 21.977 22.372 22.785 6274
BM 0.544 0.609 4.379 0.064 0.216 0.363 0.616 6274
Return ( %) 0.142 0.825 6.465 -2.029 -0.271 0.050 0.492 6 274
Turnover ( %) 4.567 3.256 19.383 0.156 2.325 3.809 5.902 6274
Skew -0.092 0.497 1.790 -1.901 -0.361 -0.090 0.121 6274
Kurt 3.499 1.654 12.917 1.474 2.405 3.112 4.162 6274
ROE ( %) 3.900 6.031 25.943 -16.548 0.910 3.088 6.428 6274
LEV ( %) 40.839 20.567 87.465 5.132 24.607 39.190 55.405 6 274

() () (b) (%)

( a) Capitalization of the national team shareholding ( 100 million)

Fig. 1 Volume of the national team shareholding

1 «

”

('b) Average shareholding ratio of the national team
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Table 2 Results using univariate analysis
Variable 1( Low) 2 3 4 5(High) | Non-Govern | Highdow | T-Value
Volatility 2.956 2.894 2.811 2.790 2.701 3.970 -0.255*** -4.930
14 2.255 2.268 2.216 2.118 1.993 2.997 -0.262*** —-6.136
TR e 10%5% 1%
3 N “
1 ~3 “ 7 .Bian %
7 ( Treat) 2015 ~2016
4 ~6 “ ” ( Govern)
Treat Govern
( Volatility)
-0.078 -0.871 1%
« » 3 « »
“ 7 ( 2 -+ 5 ) (
( Inst) 4 . 6 ) “ ”
( Volatility) 1%
- 0.089
1.013 1% ;
“ 7 0.252  0.260
“ 7 1%

13

»

Abdoh  Varela “
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Table 3 Results of regression
(1) (2) (3) (4) (5) (6)
Volatilityt SVi Wi Volatilityt SVi Wi
-0.078 7 -0.017 -0.089 "
Treat,_,
(-6.253) (-0.952) ( —5.355)
-0.871 7 -0.416 -1.013%**
Govern,_,
(-3.527) (-1.135) (-3.072)
. 0.251 %% 0.061 0.2527%% 0.259*** 0.069 0.260***
nst ,_;
' (6.862) (1.029) (5.108) (7.127) (1.189) (5.339)
0.272%* 0.270***
Volatility,_
(19.393) (19.333)
0.5817*** 0.582***
Sszl
(62.881) (63.009)
0.228*** 0.226***
n/x*l
(19.206) (19.144)
. -0.204 7% -0.100*** -0.2457"* -0.201 7 -0.100*"* -0.24177
In( Size) ,_,
(-21.886) (—-5.884) (-20.474) (-21.573) (=5.967) (=20.275)
B -0.1227** 0.035** -0.155*** -0.1197** 0.034** -0.1517**
-1
' (-10.736) (2.409) (-11.023) (-10.528) (2.393) ( —10.890)
2.648 3.569 1.394 2.735 3.504 1.540
Return,_,
(1.534) (1.060) (0.804) (1.594) (1.040) (0.889)
2.212%% 4.769*** 1.4327%% 2.242 %% 4.7827%** 1.461 %%
Turnover,_,
(7.159) (8.902) (3.490) (7.288) (8.942) (3.564)
Sk 0.026** 0.109 *** 0.061 *** 0.025" 0.109*** 0.059 ***
ew,_,
(2.009) (5.781) (4.150) (1.910) (5.777) (4.054)
K -0.0367"* -0.031*** -0.042*** -0.0367"* -0.031*** -0.04277*
urt,_,
' (-6.538) ( —4.760) (=7.159) (—6.485) (-4.756) (=7.073)
. -0.985 -0.396** -0.849 7" -0.989 % -0.396"* -0.853 7"
-1
' (-8.701) (-2.118) ( =5.960) (-8.753) (-2.121) (-6.014)
LEV 0.124 %% -0.558 %" 0.194 7% 0.116** -0.565""* 0.185***
=1
(3.083) (-8.190) (3.796) (2.902) (-8.319) (3.647)
6.375™** 2663 7.2627* 6.305*"* 2.760 7.1817%*
Constant
(27.125) (6.763) (24.577) (27.170) (7.094) (24.898)
N 13 655 13 655 13 655 13 655 13 655 13 655
R?_adjusted 0.853 0.736 0.578 0.853 0.736 0.579
Cluster Yes Yes Yes Yes Yes Yes
Industry Fixed Effect Yes Yes Yes Yes Yes Yes
Quarter Fixed Effect Yes Yes Yes Yes Yes Yes
N 10%5% 1%
Fama-¥rench

3.1 Fama-French

R.

S SMB H pHML .
B:R™ +BR +fr,,

t_Rf:aiq +,3?1(R;w _R_f) +

(4)

: Volatility = Volatilityx 100; SV=SVx100; IV=1Vx100.
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Treat Govern
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Table 4 Robustness check using the Fama—+¥rench three-factor model
(1) (2) (3) (4)
Volatilityt "t Volatilityt Wi
-0.0777"* -0.103 %
Treat,_,
(-6.134) ( =7.465)
-0.82777* -1.45177
Govern,_,
(-3.384) (—=5.586)
P 0.2607** 0.3237** 0.252*** 0.307***
nst,_,
' (7.142) (8.402) (6.870) (7.919)
0.271 %% 0.273 %%
Volatility,_,
(19.411) (19.491)
0.181%** 0.184**
14 =1
(15.376) (15.596)
-0.2027"* =0.177** -0.205*"* -0.180"*
In( Size) ,_;
(-21.570) (-18.529) ( —21.906) (-18.817)
-0.1197* —-0.1117 -0.1237* -0.1147
BM,_,
( —10.553) (-9.387) (-10.786) (-9.419)
1.182 7.8627 1.077 7.763 %%
Return,_,
(0.703) (4.749) (0.637) (4.659)
2.220* 1.5167* 2,189 1,455
Turnover,_,
(7.131) (4.376) (7.005) (4.188)
i 0.025" 0.045** 0.026" 0.047 ***
Skew,_,
(1.849) (3.369) (1.938) (3.452)
-0.043 7 -0.046 % -0.043 7 -0.046 7"
Kurt,_,
(=7.302) (-8.176) (-7.359) (—8.245)
-0.995*** —0.497 7% -0.9927** -0.489 77
ROE,_,
(-8.776) (-4.228) (-8.733) (-4.149)
0.113*** 0.145 %% 0.124 %% 0.155***
LEV,_,
(2.824) (13.398) (3.074) (3.625)
6.288 5.930 % 6.353 7% 5.974 %%
Constant
(28.987) (28.022) (29.304) (28.290)
N 13 655 13 655 13 655 13 655
R? _adjusted 0.853 0.450 0.853 0.449
Cluster Yes Yes Yes Yes
Industry Fixed Effect Yes Yes Yes Yes
Quarter Fixed Effect Yes Yes Yes Yes
[N 10%-5% 1%
3.2 “ ” ( Dummy,_, ) “
“« ” »

[

[

( AGovern,_, )

»



9 7 . — 75 —
5 Dummy,_, 1.173 -1.422 “
-0.093  -0.088
1% AGovern,_, -
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Table 5 Robustness check using increment as the explanatory variable
(1 (2) (3) (4)
Volatilityt i Volatilityt i
-0.093 7" -0.088 ***
Dummy,_,
(-5.814) (-4.078)
-1.1737 —-1.4227%
AGovern,_,
( —4.160) (-3.527)
Inst 0.256*** 0.258 *** 0.255*** 0.256***
nst,_
' (7.061) (5.281) (6.996) (5.212)
. 0.271 % 0.274 %
Volatility,_,
(19.472) (19.647)
0.228 *** 0.229 %%
”/rfl
(19.271) (19.362)
. -0.2027"* —0.244 7% -0.208 " -0.250""*
In ( Size) ,_,
(-21.637) ( —20.481) (-22.734) ( -21.415)
B -0.1237* -0.156 7% -0.1287"* -0.1617"*
! (-10.795) (-11.248) (-11.224) (-11.571)
2.695 1.386 2.624 1.348
Return,_,
(1.566) (0.799) (1.518) (0.777)
2.227 %% 1.443 7% 2.201 %% 1.426**F
Turnover,_,
(7.221) (3.519) (7.112) (13.473)
0.025" 0.059 *** 0.025" 0.059 ***
Skew,_,
(1.929) (4.068) (1.894) (4.036)
-0.0377** -0.042 7% -0.0377** -0.043 7
Kurt,_,
(-6.588) (-7.199) (-6.593) (—7.245)
-0.989 7" -0.855 7 -0.9927** -0.8577**
ROE,_,
( —8.740) (-6.012) (-8.743) (-6.017)
0.124 7% 0.196*** 0.1327% 0.204 %%
LEV,_,
(3.107) (3.857) (3.319) (4.014)
6.297 7.206*** 6.430°* 7.3287%
Constant
(26.992) (24.850) (27.872) (25.752)
N 13 655 13 655 13 655 13 655
R?_adjusted 0.853 0.579 0.853 0.579
Cluster Yes Yes Yes Yes
Industry Fixed Effect Yes Yes Yes Yes
Quarter Fixed Effect Yes Yes Yes Yes
[N 10% 5%
3.3 Logit
1 113 ”» 113 ”»
6
( PSM) 7 “
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Table 6 Results of propensity score matching

“ ” Variable Treat( mean) Control( mean) Duff
Treat - In ( Size) 22.887 22.742 0.145
0.067 —-0.068 1% BM 0.924 1.019 -0.095
» Govern -0. Return ( %) 0.003 -0.008 0.011
719 5% Turnover ( %) 3.145 3.288 -0.143
-0.552 « ” Skew -0.089 -0.147 0.058
Kurt 3.892 3.945 -0.053
ROE ( %) 4.930 4.954 -0.024
LEV ( %) 43.432 44.048 -0.616
Table 7 Robustness check using regression after propensity score matching
(1) (2) (3) (4)
Volatilityt Vi Volatilityt Vi
-0.067 *** -0.068 ***
Treat,_,
(-3.792) (-3.314)
., -0.719** -0.552
Govern,_,
(-2.341) (-1.520)
Inst 0.208 7 0.246 7% 0.199 % 0.240 7
nst,_
- (4.089) (3.950) (3.866) (3.816)
0.2727% 0.273 7%
Volatility,_,
(8.199) (8.154)
0.261 % 0.263 7%
IVrfl
(12.455) (12.583)
. -0.206*** -0.256*** -0.206*** -0.256***
In ( Size) ,_,
(-13.164) ( —16.285) (-13.007) (-16.102)
B -0.066 *** -0.067 *** -0.064 " -0.066***
o (-3.737) (-4.415) (-3.631) (-4.308)
5.064" 8.485*** 5.085" 8.403 ***
Return,_,
(1.764) (2.718) ( 1.759) (2.689)
2.7767* 1.491** 27527 1.443**
Turnover,_,
(4.961) (2.482) (4.921) (2.408)
0.007 0.032 0.006 0.030
Skew,_,
(0.298) (1.351) (10.247) (1.251)
-0.034*** -0.0327*** -0.034** -0.031***
Kurt,_,
(-2.926) (—3.444) (-2.891) (-3.370)
-1.007 *** —0.854 %" -0.991*** -0.837***
ROE,_,
(-5.571) (-4.101) (-5.463) (—4.029)
0.118" 0.081 0.115" 0.077
LEV,_,
(1.922) ( 1.156) (1.863) (1.102)
§ 6.4367 7.427 %% 6.394 7% 7.404 7%
Constant
(15.161) (19.299) (14.981) ( 19.007)
N 10 144 10 144 10 144 10 144
R?_adjusted 0.761 0.479 0.760 0.478
Cluster Yes Yes Yes Yes
Industry Fixed Effect Yes Yes Yes Yes
Quarter Fixed Effect Yes Yes Yes Yes
t TR e 10%5% 1%
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Table 8 Regression results by groups
Panel A:
Covern,_, -0.922" -0.251
(-1.714) ( -0.466)
Control Yes Yes
N 3 690 3 691
R?_adjusted 0.581 0.604
Cluster Yes Yes
Industry Fixed Effect Yes Yes
Quarter Fixed Effect Yes Yes
Panel B:
Covern,_, -0.873" -0.111
(-1.750) (-0.207)
Control Yes Yes
N 3 690 3691
R?_adjusted 0.562 0.639
Cluster Yes Yes
Industry Fixed Effect Yes Yes
Quarter Fixed Effect Yes Yes
Panel C:
Covern,_, -0.912" -0.582
(-1.698) (-1.191)
Control Yes Yes
N 3 683 3 684
R?_adjusted 0.561 0.624
Cluster Yes Yes
Industry Fixed Effect Yes Yes
Quarter Fixed Effect Yes Yes
Panel D:
Covern,_, 0.112 -1.121"
(0.181) (-1.895)
Control Yes Yes
N 2 495 2 496
R?_adjusted 0.657 0.587
Cluster Yes Yes
Industry Fixed Effect Yes Yes
Quarter Fixed Effect Yes Yes
T e 10%-5% 1%
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The “national team” bailout stock price volatility and idiosyncratic risk

LI Zhi-sheng JIN Ling
School of Finance Zhongnan University of Economics and Law Wuhan 430073 China

Abstract: During the 2015~2016 A-stock market crash whether the “national team” has achieved the objec—
tive of stabilizing the market has attracted extensive attention from the industry and academic circles. Based on
the Chinese stock market data from the third quarter of 2015 to the fourth quarter of 2016 this paper studies
the influence of the “national team” shareholding on stock price volatility. Our results show that: the “national
team” plays an effective role of reducing stock price volatility which is significantly different from the role of
other institutional investors; the “national team” stabilizes stock prices by reducing idiosyncratic volatility of
stocks and has no significant impact on systematic volatility; the “national team” reduces idiosyncratic vola—
tility by improving the information environment reducing noise trading stabilizing investor sentiment and re—
ducing investors’ heterogeneous beliefs. Our study enriches the literature on government intervention and insti—
tutional investors in the stock market and also provides insight on policy making to improve the regulation of
the capital market and prevent and defuse systematic risk in crisis period.

Key words: stock market crash; national team shareholding; institutional investors; volatility;

idiosyncratic risk



