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1
Table 1 The stocks of Shanghai-Hong Kong stock connect industry distribution statistics
1 27 26 9 9 36 35
2 83 80 24 18 107 98
3 153 147 50 34 203 181
4 87 83 46 41 133 124
5 33 33 19 14 52 47
6 44 44 11 9 55 53
7 73 70 74 65 147 135
8 35 35 16 13 51 48
9 2 2 6 6 8 8
10 31 29 18 18 49 47
568 549 273 227 841 776
1
Fig. 1 The time division diagram of Shanghai-Hong Kong stock connect
3.2
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2

Fig. 2 The Shanghai-Hong Kong stock market associated network diagrams in four different periods

3
Fig. 3 The average path length of Shanghai-Hong Kong stock market associated network
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4

Fig. 4 Global efficiency curves of Shanghai-Hong Kong stock market associated network

5
Fig. 5 Broken indicator charts of Shanghai-Hong Kong stock market associated network
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Fig. 6 Global efficiency curves of Shanghai stock market associated network
7
Fig. 7 Broken indicator charts of Shanghai stock market associated network
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Fig. 8 Global efficiency curves of Hong Kong stock market associated network
9
Fig. 9 Broken indicator charts of Hong Kong stock market associated network
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Fig. 10 The stability change curves of stock market in different periods
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Does Shanghai-Hong Kong Stock connect trading mechanism improve the

stability of Chinese Stock Market? A complex network perspective

LIU Haifei BAI Wei LI Dong=in~ XU Jin-ao
School of Management and Engineering Nanjing University Nanjing 210093 China

Abstract: The successful operation of Shanghai-Hong Kong Stock Connect Trading Mechanism has broadened
the investment channels of investors promoted the convergence of domestic capital market and international
capital market and had great influence upon China’s A-share stock market stability. Based on the complex
network theory the MST-Kruskal algorithm is used to construct different networks composed of the Shanghai
Stock Connect market the Hong Kong Stock Connect market or the Shanghai-Hong Kong stock market and
the anti-attack performances of different networks in four stages before and after the pilot project and the offi—
cial operation of Shanghai-Hong Kong Stock Connect are simulated. Then the stability of China stock market
is studied. Our results show that with the implementation of Shanghai-Hong Kong Stock Connect program the
market networks of Shanghai Stock Connect and Hong Kong Stock Connect merge constantly while maintaining
their local cluster. Shanghai Stock Connect market network has a strong aggregation while Hong Kong Stock
Connect market network is relatively decentralized. Besides the two markets maintain good robustness when
facing random attacks and show a certain vulnerability under a hostile attack. After Shanghai-Hong Kong
Stock Connect launched officially the combination of the two markets improves the stability of stock markets.

In all our conclusions provide a new logic for the stability research of Chinese stock market and new enlight—
enment for regulators to develop regulatory policies and listed companies to maintain the stability of their stock
prices.

Key words: Shanghai-Hong Kong stock connect trading mechanism; complex network; stock market; stability



