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( winsorized) Exret -78.37% 1 160. 81%
B
3 Exret
3 -50.51% 53.05%. B
( Beta
) 1 1.006 3 1.008 8;
B A BE_ME 0.417 2
0.3583
1
Table 1 Descriptive statistics for variables
A
Eret 185 503 0.012 3 0.1511 -0.7837 | -0.074 8 0.001 5 0.085 1 11.608 1
Beta 185 503 1.009 4 0.284 2 -1.642 6 0.850 1 1.008 8 1.159 0 9.6515
InME 185 503 21.862 5 1.041 9 18.421 8 21.1729 | 21.737 9 22.417 8 28.221 4
BE_ME 185 503 0.417 5 0.406 2 -9.809 8 0.211 4 0.353 8 0.568 2 21.518 0
Reversal 185 503 0.064 9 0.597 17 -0.8630 | -0.1623 |-0.0186 0.157 4 18.909 0
ILLIQ 185 503 0.003 5 0.066 5 0.000 0 0.000 3 0.000 9 0.002 8 18.361 4
Turnover 185 503 0.600 6 0.3599 0.031 8 0.3377 0.516 7 0.772 9 4.009 9
Vol 185 503 1.400 4 2.6115 0.014 0 0.261 1 0.637 5 1.543 0 82.024 0
B ( winsorized)
Eret 185 503 0.0110 0.140 5 -0.5051 -0.074 8 0.001 5 0.0851 0.5305
Beta 185 503 1.006 3 0.2529 0.117 2 0.850 1 1.008 8 1.159 0 1.906 5
InME 185 503 21.862 5 1.041 9 18.421 8 21.1729 | 21.737 9 22.417 8 28.221 4
BE_ME 185 503 0.417 2 0.304 8 -0.7550 0.211 4 0.353 8 0.568 2 1.564 9
Reversal 185 503 0.0352 0.3179 -0.8630 | -0.1623 |-0.0186 0.157 4 1.717 2
ILLIQ 185 503 0.003 0 0.009 3 0.000 0 0.000 3 0.000 9 0.002 8 0.274 2
Turnover 185 503 0.579 5 0.3316 0.031 8 0.3375 0.500 7 0.741 5 2.233 7
Vol 185 503 1.400 4 2.6115 0.014 0 0.261 1 0.637 5 1.543 0 82.024 0
3.2
Fama-Macbeth 3
Fama-Macbeth
Fama-Macbeth
; . Fama-—
Macbeth
CAPM beta
Fama-Macbeth
CAPM
beta ;
CAPM beta

203
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Table 2 Fama-Macheth regression results for original data
‘ Beta ‘ InME BE_ME ‘ Reversal ILLIQ ‘ Turnover Vol
(+) (-) (+) (-) (+) (-) (-)
1 0.014 0 -0.003 4
‘ (2.02) ( —4.28)
» 0.011 5 1.901 0
: (1.63) (3.64)
0.020 4 -0.009 7
3
: (3.02) (-2.92)
4 0.017 2 -0.004 7
¢ (2.42) (-1.72)
0.148 5 -0.0005| -0.0062| 0.002 9 1.076 6
5
¢ (3.79) | ( -0.16) |( =3.67) | (0.87) (2.27)
6 0.196 1 0.0011 | =0.007 9| 0.002 6 -0.0155
: (4.93) | (0.41) |( -4.57) | (0.80) ( -5.44)
0.154 4 0.0013 | -0.0065| 0.003 1 -0.002 4
7
‘ (3.58) | (0.45) |( -3.43) | (0.93) ( -1.10)
8 0.160 6 0.0004 | -0.006 8| 0.003 1 -0.003 3
‘ (4.02) | (0.13) |(-3.87) | (0.93) | ( -4.87)
0.1456 -0.0004| -0.006 1| 0.0030 -0.0035 | 1.088 5
9
‘ (3.74) | (=0.14) | ( =3.61) | (0.88) | ( =5.12) | (2.29)
10 0.192 8 0.001 2 | -0.007 8| 0.002 7 -0.003 1 -0.0152
: (4.88) | (0.42) |(-4.51) | (0.82) | ( -4.62) (-5.34)
1 0.150 6 0.0014 | -0.0063| 0.003 1 -0.003 2 -0.002 5
‘ (3.52) | (0.46) |(-3.36) | (0.94) | ( —4.86) (-1.14)
12 0.192 8 0.0012 | -0.007 9| 0.003 0 -0.0032 | 0.707 2 -0.014 4 | 0.000 8
‘ (4.66) | (0.41) |( -4.38) | (0.89) | ( -4.88) | (1.82) | ( -4.91) | (0.31)
4.1 1 8
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Table 3 Fama-Macbeth regressions results for winsorized data
‘ Beta ‘ InME ‘ BE_ME ‘ Reversal ‘ ILLIQ ‘ Turnover Vol
(+) (-) (+) (-) (+) (-) (=)
. 0.012 6 -0.010 6
‘ (1.87) ( —4.84)
5 0.010 2 1.863 6
: (1.48) (3.61)
; 0.019 6 -0.0118
‘ (3.04) ( -2.87)
4 0.0157 -0.004 7
‘ (2.25) (-1.84)
5 0.139 2 -0.002 3| -0.0058| 0.004 8 1.029 2
¢ (3.69) | ( -0.71) | ( =3.56) | (1.37) (2.23)
6 0.1851 -0.0005| -0.007 4| 0.004 2 -0.018 2
: (4.88) | (-0.17) | ( -4.47) | (1.23) ( -5.33)
7 0.141 1 -0.0007| -0.0059| 0.005 1 -0.002 7
. (3.47) | (-0.22) | ( =3.29) | (1.47) (-1.36)
g 0.142 8 -0.0016| -0.006 0| 0.005 1 -0.009 8
¢ (3.78) | ( -0.50) | ( =3.60) | (1.47) | ( -5.65)
9 0.128 5 -0.002 3| -0.0053| 0.004 9 -0.0101 1| 1.036 6
: (3.50) | (=0.71) |( =3.34) | (1.38) |( -5.83) | (2.29)
10 0.174 5 -0.0008| -0.007 0| 0.004 3 -0.008 4 -0.017 4
: (4.73) | (-0.26) | ( -4.29) | (1.26) | ( -4.80) ( -5.06)
" 0.130 2 -0.0008 | -0.0054| 0.005 1 -0.009 4 -0.002 6
¢ (3.28) | (-0.24) |( =3.08) | (1.47) | ( -5.53) ( -1.33)
. 0.1756 -0.001 0] -0.007 1| 0.004 3 -0.0086 | 0.623 1 -0.016 7 0.000 8
‘ (4.73)  |(-0.31) |( -4.38) | (1.25) | ( -4.95) | (1.65) | ( -4.72) | (0.41)
4.2
2 3 4 3
ILLIQ  Exret Vol Turnover
; 5 7
Fama  French ° 2 3 2 3 4
ILLIQ . Amihud " ILLIQ
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3
1 1997 - 01 ~ 2006 - 12
;2
2007 -01 ~2009 - 12
;3 2010 -01 ~2013 - 11
H1
4 AB C
4
Table 4 Regressions results for different sampling windows using winsored data
‘ Beta ‘ InME ‘ BE_ME ‘ Reversal ‘ ILLIQ ‘ Turnover ‘ Vol
L (o [ (o T [ [ (o [ (=) [ ()
A
0.1112 0.001 9 -0.0050 | 0.008 7 -0.006 0
8
(2.06) (0.48) (-2.02) (1.78) (-3.04)
9 0.096 5 0.000 8 -0.0043 | 0.007 9 -0.0061 | 0.3197
(1.87) (0.21) (-1.84) (1.58) ( -3.06) (0.70)
0.1453 0.001 5 -0.0060 | 0.007 5 -0.004 3 -0.0203
10
(2.74) (0.39) (—2.48) (1.56) (-2.13) (-4.14)
1 0.087 2 0.003 4 -0.0039 | 0.008 7 -0.005 7 -0.004 6
(1.55) (0.88) (-1.51) (1.77) (-2.92) (-1.37)
. 0.1370 0.001 6 -0.0057 | 0.007 0 -0.0044 | 0.0382 -0.0192 | 0.0009
(2.59) (0.41) (-2.4) (1.46) (-2.15) (0.08) ( -3.66) (0.27)
B
0.262 0 -0.0039 | -0.0101 0.004 7 -0.020 9
8
(2.83) (-0.44) | ( -2.64) (0.56) (-3.91)
9 0.253 9 -0.0043 | -=0.0097 | 0.0055 -0.0222 | 0.4259
(2.72) (-0.49) | ( -2.53) (0.65) (-4.10) (1.89)
10 0.306 2 -0.0006 | -0.0116 | 0.0056 -0.020 1 -0.016 3
(3.57) (-0.07) | ( -3.25) (0.69) (-3.83) (-2.13)
11 0.2819 -0.0042 | -0.0110 | 0.0049 -0.020 4 0.000 5
(2.74) (-0.48) | ( -2.55) (0.59) (-3.91) (0.75)
12 0.344 0 -0.0015 | -0.0134 | 0.0059 -0.0208 | 0.063 1 -0.016 5 | 0.001 1
(3.79) (-0.18) | ( -3.49) (0.73) (-3.93) (0.20) (-2.26) (1.95)
c
g 0.132 4 -0.0089 | -0.0054 | -0.0037 | -0.01038
(2.66) (-1.19) | (-2.81) | ( -0.68) | ( -3.22)
0.1139 -0.0086 | -0.0047 | -0.0033 | -0.0112 | 3.3347
9
(2.23) (-1.16) | ( -2.40) (-0.60 | ( -3.42) (2.18)
0.148 1 -0.0069 | -0.0060 | —0.0048 | -0.009 7 -0.0109
10
(2.88) (-0.97) | (-2.96) | (-0.92) | ( -2.93) (—1.98)
" 0.123 8 -0.0087 | -0.0051 | -0.0037 | -0.0104 -0.000 1
(2.57) (-1.21) | (-2.71) | ( -0.67) | ( -3.18) (-0.24)
1 0.1450 -0.0071 | -0.0059 | -0.0039 | -0.0100 | 2.5455 -0.0106 | 0.000 4
(3.06) (-1.01) (-3.2) (-0.73) | ( -3.15) (2.56) (-2.15) (0.91)
4 8 Reversal 7 (Fama  French ° 3
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AB C BE_ME
N Fama
9 10 11 3 French ° 3
8 12 3
8 5
4 H1 4
5
Table 5 Regressions results for winsorized nonfinancial data
‘ Beta InME ‘ BE_ME ‘ Reversal ILLIQ ‘ Turnover Vol
(+) (-) (+) (-) (+) (-) (-)
0.1556 -0.0013| -0.006 6| 0.006 5 -0.009 6
; : (4.09) | (-0.39) | (-3.94) | (1.81) | ( -5.62)
0 0.1394 -0.0019| -0.0059 | 0.006 0 -0.0100 | 1.084 0
: (3.78) | (-0.58) | ( -3.66) | (1.67) | ( =5.77) | (2.40)
0 0.1858 -0.0004| -0.007 5| 0.005 4 -0.008 3 -0.017 3
: (4.98) |(-0.12) [( -4.57) | (1.54) | ( -4.82) ( -4.97)
" 0.128 9 -0.000 8| -0.005 3| 0.006 2 -0.009 4 -0.004 1
. (3.27) | (-0.25) | (-3.07) | (1.74) | ( -5.55) ( -1.79)
. 0.179 4 -0.0009| -0.007 3| 0.005 1 -0.008 6 | 0.5949 -0.016 7 | 0.000 4
: (4.88) |(-0.30) [(-4.55) | (1.48) | ( -5.00) | (1.53) | ( -4.63) | (0.19)
Table 6 Industries’ starting months for regressions
H1
2012 << C 1997 10 194
M ( )) D 2004 3 117
5 5 ( » F 2000 4 164
5 C.D.F.G K G 2006 9 87
C D . K 1998 10 182
 F e
N i K ; >
Fama-Macbeth
50
6
6. (
1) Camp-—
bell "
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Does stock liquidity explain stock return reversal puzzle?

LI Hong' WANG Gang'" LU Lei’

1. School of Finance Shanghai University of Finance and Economics Shanghai 200433 China;
2. Guanghua School of Management Peking University Beijing 100871 China

Abstract: This paper provides novel evidences for the link between stock return reversals and stock liquidity.
Using the data from Chinese A-share stock market for the period between January 1997 and November 2013

the paper examines the stock return reversal effect the impact of stock liquidity on excess stock returns and
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the liquidity-based explanation for stock return reversal effect respectively. Consistent with previous studies
the paper finds that the stock return reversal effect is significant in Chinese stock market and stock liquidity
has a positive effect on excess stock returns. However inconsistent with the liquidity-based explanation for
stock return reversals our results suggest that stock liquidity is not likely a driver of stock return reversals in
Chinese stock market. These results are explained with a demand-supply model in which stock price manipu-—
lations by large institution investors lead to stock return reversals.

Key word: stock return reversal; stock liquidity; multifactor model

1 D N N VB
2012 § ' G N K
>>( 4 >>) Fama-Macheth
5 § » 5 C
C —
‘ Beta ‘ InME ‘ BE_ME ‘ Reversal ‘ ILLIQ ‘ Turnover ‘ Vol
(+) (-) (+) (-) (+) (-) (-)
0.0122 -0.0118
! t (1.75) (-4.19)
0.009 1 2.961 6
? ! (1.29) (4.53)
0.017 7 -0.0100
: t (2.77) (-2.27)
0.016 6 -0.005 4
! t (2.33) (-1.69)
0.1199 -0.0035 | -0.0049 | 0.0041 2.218 4
: [ (2.92) (-1.01) | ( -2.76) (1.12) (4.00)
0.178 7 -0.0021 | -0.0071 | 0.003 8 -0.017 3
¥ t (4.31) (-0.63) (-3.9) (1.01) (-4.52)
0.1155 -0.0027 | -0.004 6 | 0.004 0 -0.002 8
7 t (2.62) (-0.81) | ( -2.36) (1.08) (-1.15)
0.1379 -0.0035 | -0.0056 | 0.0043 -0.0111
i t (3.38) (-1.02) | (-3.14) (1.15) ( -5.00)
0.110 6 -0.0035 | -0.0045 | 0.0043 -0.0110 | 2.197 1
’ t (2.76) (-1.05) | ( -2.59) (1.16) ( —4.90) (3.97)
0.167 8 -0.0023 | -0.0066 | 0.0040 | —0.009 8 -0.016 5
10 t (4.16) (-0.68) | (-3.73) (1.06) ( —4.40) (-4.3)
0.104 2 -0.0027 | -0.0040 | 0.0041 -0.0110 -0.002 7
! t (2.44) (-0.83) | (-2.15) (1.11) (-5.04) (-1.12)
. 0.150 2 -0.0025 | -0.0059 | 0.0040 | -0.0097 | 1.5521 -0.016 2 0.002 2
t (3.7) (-0.78) | ( -3.36) (1.09) (—4.38) (3.14) (-4.21) (0.94)




D —
Beta ‘ InME ‘ BE_ME ‘ Reversal ‘ ILLIQ ‘ Turnover ‘ Vol
(+) (-) (+) (-) (+) (-) (-)
| 0.010 1 -0.017 8
(1) (-3.47)
5 0.004 6 10.748 7
(0.45) (4.07)
0.012 0 -0.004 2
3
(1.24) ( -0.61)
. 0.017 2 ~0.006 1
(1.69) (-1.73)
0.0742 | 0.0000 | -0.0030 | —0.0025 7.817 6
5
(1.33) | (-0.01) | ( -1.28) | ( -0.48) (2.46)
¢ 0.1674 | 0.0012 | —-0.0065 | —0.005 2 -0.016 4
(3.75) (0.19) | ( -3.44) | ( -1.13) ( -2.76)
0.1420 | —0.0018 | —0.0057 | —0.002 6 -0.001 2
7
(2.35) | (-0.28) | ( -2.15) | ( -0.56) ( -0.35)
o 0.1420 | -0.0009 | -0.0058 | —0.0015 | -0.018 1
(3.09) | (-0.13) | ( =3.01) |( -0.27) | ( -3.69)
0.0638 | 0.0009 | -0.0026 | —0.0019 | -0.0207 | 7.8413
9
(1.17) (0.14) | (-1.14) | ( -0.35) | ( -4.25) | (2.44)
0 0.1555 | 0.0018 | -0.0061 | —0.0036 | —0.017 1 -0.0127
(3.54) (0.28) | (-3.29) | ( -0.75) | ( -3.38) ( -2.06)
" 0.1321 | -0.0013 | -0.0053 | -0.0012 | -0.018 1 -0.001 8
(2.28) | (-0.21) | ( -2.08) | ( -0.25) | ( =3.78) (-0.53)
. 0.1254 | 0.0019 | -0.0052 | -0.0017 | —=0.0196 | 5.8619 | -0.0125 | 0.0019
(2.02) (0.28) | (-1.92) | (-0.34) | (-3.88) | (1.76) | ( —1.81) (0.48)
F
Beta | InME | BE_ME | Reversal | ILLIQ | Turnover | Vol
(&) [ (=) [ (o (=) | o [ (- [ (=)
1 0.008 5 -0.016 4
(1.15) (-4.82)
) 0.004 5 5.218 9
(0.6) (3.76)
R 0.016 4 -0.0139
; (2.38) (-2.57)
. 0.012 9 -0.006 8
(1.74) ( -2.05)
5 0.0915 | 0.0028 | —0.0044 | 0.0185 3.879 6
) (1.96) (0.57) | ( -2.12) | (3.61) (2.55)
. 0.1787 | 0.0051 | —-0.0077 | 0.0119 -0.017 0
(4.03) (1.07) | (-3.92) | (2.33) (-3.71)
; 0.1204 | 0.0035 | —0.0054 | 0.0135 -0.005 3
(1.99) (0.76) | ( -1.96) | (2.54) (-1.13)
0.1409 | 0.0049 | -0.0065 | 0.0128 | -0.0158
8 (3.12) (1) (-3.25) | (2.35) | (-5.21)
0.0843 | 0.0043 | -0.0041 | 0.0176 | -0.0170 | 4.196 1
9
(1.84) (0.88) | (-2.04) | (3.37) | (-5.73) | (2.8)
0 0.1712 | 0.0060 | -0.0075 | 0.0111 | -0.014 8 -0.015 6
(3.92) (1.26) | ( -3.85) | (2.15) | ( -4.98) (-3.4)
N 0.120 1 0.0049 | -0.0054 | 0.0124 | -0.0159 -0.005 5
(2.05) (1.08) | ( -2.04) | (2.31) | (-5.37) (-1.17)
i 0.1923 | 0.0029 | -0.0086 | 0.0153 | -0.0157 | 2.9088 | —-0.0161 | 0.0027
(3.35) (0.62) | (-3.34) | (3.03) | (-5.48) | (2.28) | ( -3.26) (0.52)




— 100 — 2016
G
Beta InME ‘ BE_ME ‘ Reversal ‘ ILLIQ ‘ Turnover ‘ Vol
(+) (-) (+) (-) (+) (-) (-)
{ 0.0105 -0.0339
(0.91) (-4.17)
5 0.003 9 17.776 3
(0.34) (2.81)
0.0159 -0.001 9
3
(1.39) (-0.24)
4 0.019 1 -0.003 3
(1.66) (-2.41)
0.085 4 0.001 1 -0.0036 | 0.0047 12.240 7
5
(1.55) (0.12) (-1.59) (0.62) (1.88)
6 0.194 7 0.002 9 -0.007 6 | —0.006 2 -0.0158
(3.41) (0.31) (-3.25) | ( -0.76) (-2.23)
0.1110 0.002 5 -0.0042 | -0.008 0 -0.001 4
7
(1.73) (0.29) (-1.5) | (-0.98) ( -1.06)
g 0.1575 -0.0014 | -0.0063 | -0.0066 | -0.0257
(2.89) (-0.15) | (-2.74) | ( -0.84) | ( -3.28)
0.085 3 -0.0002 | -0.0035 | 0.0042 -0.0245 | 9.6548
9
(1.62) (-0.03) | (-1.6) (0.56) (-3.18) (1.57)
10 0.171 6 0.000 3 -0.0067 | -0.0053 | -0.023 4 -0.008 5
(2.98) (0.03) (-2.82) | (-0.66) | ( —2.87) (-1.11)
1 0.107 4 0.000 8 -0.0040 | —-0.0079 | -0.024 4 -0.000 8
(1.75) (0.09) (-1.5) | (-0.98) | ( -3.04) (-0.6)
12 0.059 6 0.001 7 -0.0023 | 0.006 4 -0.0245 | 10.0627 | -0.002 1 0.000 7
(0.84) (0.21) (-0.77) (0.81) (-3.03) (1.6) (-0.25) (0.44)
K
Beta InME_ | BE_ME | Reversal | ILLIQ | Turmover | Vol
(+) (-) (+) (-) (+) (-) (-)
0.012 4 -0.007 7
! (1.55) (-3.14)
5 0.006 6 6.391 0
(0.82) (3.92)
3 0.020 1 -0.017 1
(2.57) (-2.88)
4 0.013 8 -0.004 4
(1.72) (-1.21)
5 0.076 4 -0.0005 | -0.0031 | 0.006 8 4.5776
(1.4) (-0.12) | ( -1.31) (1.16) (3.30)
0.1513 0.001 4 -0.0058 | 0.0023 -0.021 4
6
(3.11) (0.34) ( —2.68) (0.41) (—4.04)
; 0.1116 0.000 0 -0.0045 | 0.0051 -0.004 0
(2.1) (0) (—1.88) (0.85) (-1.02)
0.114 6 -0.0007 | -0.0046 | 0.0051 -0.007 0
8
(2.35) (-0.18) | ( -2.11) (0.87) (-3.07)
9 0.061 2 -0.0005 | -0.0024 | 0.0079 -0.007 6 | 4.8666
(1.13) (-0.12) (-1) (1.32) (-3.37) (3.39)
0.1390 0.001 6 -0.0052 | 0.0032 -0.006 3 -0.020 6
10
(2.9) (0.4) (-2.43) (0.54) (-2.83) (-3.99)
0.098 9 -0.0001 | -0.0038 | 0.0055 -0.006 6 -0.003 5
1 (1.89) (-0.03) | (-1.63) (0.91) (-2.89) (-0.87)
12 0.103 5 0.002 0 -0.0039 | 0.0057 -0.0067 | 4.0824 -0.0176 | -0.0002
(1.92) (0.51) (-1.62) (0.95) ( -3.05) (2.90) (-3.31) ( —0.06)
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Fig. A -1 Impact of institutions’ manipulating orders on stocks demands and supplies
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Fig. A -2 Impact of institutions’ manipulating orders on stock prices



