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Stock pricing between segmented capital markets under heterogeneous beliefs
and short sale constraint

LU Jing' > CAO Guo-hua' TANG Xiao-wo’
1. School of Economics and Business Administration Chongqing University Chongqing 400030 China;
2. Graduate School of IR/PS University of California San Diego 92093 USA;

3. School of Management and Economics University of Electronic Science and Technology Chengdu 610054
China

Abstract: Provided that the investors have different information processing abilities in segmented markets we
build a two-stage model which includes heterogeneous beliefs of investors prove that heterogeneous beliefs and
short sale restriction is one of the reasons which result in lower H-share price than A-share price and empiri—
cally analyze the models using data from A-share market and H-share market. To some extent our model theo—
retically explains the anomalies of China’ s segmented capital markets and is helpful to recognize the micro—
structure and market characteristics of emerging China capital markets.

Key words: heterogeneous beliefs; short sale restriction; segmented capital markets; stock pricing



u u s

N,

=2

S d
1 i u * N; s * d * !
x!:R*{]+Z N.Eilxt+1+8t+l +Z ]\; Ejt‘xt+1+81+l +2 N.Ektxt+l+8t+1 }_5r
j k=1

i=1 j=1

®

(31) 8., =38, (34)

— 26 — 2011 1
A (17)
( Gordon 1962)
t+1 =D,X(1+g) (29)
. 1+
t+1 _r4_§Dr+] (30)
t+1
. P, P,
6/+1 _DH.l] - 1+1 /D/+] _ = D[ :61 (31)
X4l _6/+l 67+I _6/+1 6/ (32)
s _l4r « 14+g _ s
Ro=iyoo =28 w=5-5 (19
« 1
x1+5r =R*{1+Et 8t+l}
X, = {1+E 51+l}_6:
=Rl*{1+E’ x +80 } =80 Xy = 80 = 80)
- AL E w18 Y-8 (0 (3)
1 1 *
= *E/ + +Tl+6l _5L
R ¢ Xrel R{ }
=1*E,x,+1 +1+g{1+1+g}_1+g( R*=1+r5f=1+g)
R 1 +r r-g r-g 1 +g r-g
_ I*E, v, +1+g+1+gxl+g_1+g
R l+r 1+r r-g r-g
_ 1*El v, +1+g+ l+g_1 ><1+g
R 1+r 1+r r-g
_ l*E/ v, +1+g+ l+g-1-7r ><l+g
R 1 +r 1 +r r-g
_ 1*E/ v, +l+g g-r. 1+g
R 1 +r l+r r-g
= l*E/ X4
R
B (18)
(12) xzzst_aj
1 u u N 4N
* i, o i s 71» e
xt+6[ :R*{1+;W Eit 6t+1 +; ]\; Ej z+1 2 N kz r+1 }
1 u u SN ¢
L Ok A . *
X :R*{l + ;W Eiz 8z+l + 1:21 ]\; Ejz 8r+l + LZ N EAr 1+1 } _815 (33)
X4l :61+I_5:(+I (33)

*

(34)



1 { - N} A
1+ ~«Ef, %, +6 + FR Y N, .
R ; N ! ; N E// %41 + 6, +;W-EZ, % + 0, } —57
o Ny SN 4 pd
1+ —L e g o N
{ 2N Ef, %, + /Z{ ]\; Ej, %, + z ]\;f N
: = =
R v : _§
N SN 4 6,
+ 2 S8t Les 4+ ks
s N ; N ! AZI N 2
1+ LeE' x + v N - N
Rl* = N ' ! JZI N E/’ Y ¥ }; N *Ep % )
u N!l s N$ d N‘l _61.
+ -+ -+ koL
s N Z{ N zf N 5
5 N SN d
O+ A N N}
; I . k! LI ¥
| E ~ N ¢ X &N E, %, + 2N E!, %, E
R “ L d 5
E ‘,IN' + ZM + ZNZ B— t
O+ —= j=1 = . g
N ' O
v 5 d
BN = F N+ 3N+ SN (39)
1 { ‘N A 4
11+ A O Joep N, .
R ; N Eifi %+ 2 ]\; E, %, + z koo E', %, +68 (-6
j=1 ~ N
1 { ‘N SN 4
= *E!, %, + J oS N, 1 B .
R i=1 N ) ! j=1 N Ef/ Yt + = N .Efl sl }+F{l +6/ } _6/
1+r « 1
_1l+g
T+e O Ty (36)
1 { o NY SN 4
e Mg o N "
R ,Z,‘N Yt X +;N E, % +A214W.Eklt X }+r+§1+1+§} 1r+g
= - -
1 u 1‘1 s N
{ AT o Mo 1+gr— 1 1
R L& N fo el ~ N jo X F W'Ek, X, }+ I+ 8+ +g} +&
= k=1 r r—g r—
1 { . LN ;o &
* ek, %, + o ¢ kg pd + 1 1
R ~ N ! & N E]I Xy F A; N E,, %, }+ r } rjﬁ
1{ “ON CN Y
® L. E i Ni
R ~ N i M ¥ ~ N E// Xppp s N 'Ekll X, }



