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Table 1 Stock adjustment in Shanghai-Hong Kong Stock Connect ( by the end of 2016)
2014/11/17 568 568 568 268 268 268
2014/12/1 28 -27 1 569 5 5 273
2015/3 ~2015/6 36 -36 0 569 21 -8 13 286
2015/7 ~2015/12 34 -34 0 569 18 -8 10 296
2016/3 ~2016/6 31 -33 -2 567 25 -4 21 317
2016/7 ~2016/9 1 1 568 16 -21 -5 312
2016/10 ~2016/12 36 -30 6 574 5 -1 4 316
734 - 160 574 574 358 -42 316 316
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-0.298 -0.

8
( Tophold, ) ; ( State; ) ;
Connect_SH, , 0( ( Bigfour ) .
Connect_ HK ( Year;,) (Industry; ) .
2.
Post, , 2.3
1; Post,, 0. H -
( PSM-DID )
2.2.3
Neskew (Duvolml) = ap + a; Connect;, +
a, Post., + o Connect;, x Post,, +
15
( Neskew, ) ; ( Duvol, ) ; 2 al-ControlVariables” + g, (4)
( Dturnover, ) ; (Z;
(Ret;,); (Sd;,); . H1 Connect; , x
( Size, ) ; (Lev;,); Post, oy . (4) ¢
( ROA; )
2
Table 2 Variables definition
Neskew, (3)
Du’uoll el (4)
Connect_SH, , Connect_SH 1 0.
Connect_HK; , Connect_HK 1 0.
Post; , Post 1 Post 0.
Neskew;
Durol, ,
Dturnover; ,
Ret,
Sd;,
Lev;
Size; ,
ROA.
Tophold,; ,
State; , 1 0.
Bigfour,, 1 0.
Year
Industry
( Connect_SH., ) 0. 442
3 44. 2%
3.1 ( Neskew, ) ( Duvol; )
3 Panel A - 0. 354 - 0. 310;
( Neskew | ( Diurnover;,)  —0.014
Duvol ) -0.215 ( Ret;,) 0. 005;

(Sd.)) 0. 065; ( Size, )
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22.490; (Lev,,) 0. 542; ( Neskew, . Duwol. | )
( Roa; ,) 0. 034; ( Neskew — Duwol /+1)
( Tophold, ,) 0. 367; ~0.162  -0.137 5% 10%
( State; ) 0. 658;
( Bigfour, ) 0. 120.
Panel B
Table 3 Descriptive statistics
Panel A
25 75
Neskew,; 5 665 -0.282 -0.298 1. 035 -0.942 0.392
Dwvol; , ,, 5 665 -0.215 -0.216 0.678 -0. 661 0. 235
Connect_SH; , 5 665 0. 442 0. 000 0. 497 0. 000 1. 000
Post; , 5 665 0. 225 0. 000 0.418 0. 000 0. 000
Neskew, 5 665 -0.354 -0.328 0. 986 -0.976 0.316
Duvol; , 5 665 -0.310 -0.290 0. 684 -0.710 0. 135
Dturnover; , 5 665 -0.014 -0.010 0. 062 —-0.042 0.012
Ret; 5 665 0. 005 0. 003 0.011 -0.002 0.012
Sd; 5 665 0. 065 0. 060 0. 024 0.048 0.077
Size, , 5 665 22.490 22.260 1.622 21.430 23. 360
Level; , 5 665 0. 542 0. 544 0.212 0. 391 0.693
ROA, , 5 665 0.034 0.029 0.061 0.010 0. 060
Tophold; , 5 665 0.367 0. 350 0. 160 0.239 0.492
State; , 5 665 0. 658 1. 000 0. 475 0. 000 1. 000
Bigfour; , 5 665 0. 120 0. 000 0.325 0. 000 0. 000
Panel B
) ) P
Neskew; , ., -0.404 -0.364 -0.366 -0.165 -0.162** 0.010
Duvol; , -0.336 -0. 440 -0.278 -0.244 -0. 137 *** 0. 002
Diurnover, , -0.015 -0.004 -0.019 0.003 -0.010*** 0.008
Ret; , 0. 004 0. 007 0. 004 0.011 -0. 004 *** 0. 000
Sd; , 0. 056 0.083 0. 060 0.094 -0. 006 *** 0. 000
Size, , 23.070 23.730 21.750 22.500 -0.095 0. 308
Level, , 0. 536 0.531 0. 554 0.525 0.024" 0.077
ROA; , 0. 057 0. 041 0.019 0.017 -0.013*** 0. 001
Tophold, , 0.389 0. 385 0.353 0. 349 -0.033 0.975
State; , 0. 681 0.678 0. 656 0. 585 0. 069 0. 236
Bigfour; , 0. 183 0. 225 0.048 0.112 -0.022 0.281
3.2
3.2.1 ( Panel A)
(4) H1. ( Panel B) .
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4
Table 4 Shanghai-Hong Kong Stock Connect and stock price crash risk
Panel A PSM-DID
Neskew; , , Duvol; |
(1) (2) (3) (4)
Connect_SH; , -0. 005 0.023 —-0.039** -0.003
(-0.194) (0.792) ( -2.007) ( -0.150)
Post, , -0.216*** 0.250*** -0. 110 *** 0. 157 ***
( —4.528) (4.336) (-2.781) (3.994)
Connect_SH; , x Post; , -0.167** -0.154** -0.139*** -0. 150 ***
( —2.498) ( -2.331) ( —2.685) ( -3.175)
Neskew; , 0.029"
(1.897)
Duwol, 0.021
(1.252)
Dturnover; , 0. 024 *** 0.014 ***
(9.205) (6.833)
15.393 %** 8.3437*%
Ret; ,
(6.821) (5.047)
-10. 500 *** -8.165***
Sd it
( -11.210) ( —11.900)
Size; , -0.039*** -0.042*%*
( —3.069) (-4.517)
Lev; , -0.018 -0.050
( -0.241) ( -0.864)
ROA; , -0.7227%%* -0.570***
( -2.682) (-2.834)
Tophold; , -0.001 -0.001
( —1.084) ( -1.289)
State; , -0.036 -0.036%*
(-1.317) ( -1.810)
Bigfour, , -0.018 0. 004
(-0.372) (0.116)
Constant -0.048 1,228 % -0.170*** 1.229**
( -0.649) (4.352) (-3.234) (5.917)
Year Yes Yes Yes Yes
Industry Yes Yes Yes Yes
N 5 665 5 665 5 665 5 665
R? 0.138 0.175 0.072 0.115
Panel B
) )
Neskew; , -0.404 -0.364 -0.366 -0. 165
Duwvol; , ., -0.336 -0.44 -0.278 -0.244
Dturnover; , - 1. 546 -0.427 -1.851 0.299
Size; , 23.07 23.73 21.75 22.5
Level, , 0.536 0.531 0. 554 0.525
ROA; 0. 057 0.041 0.019 0.017
Tophold; , 38.85 38.47 35.27 34.93

10% 5%

1% .
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4 Panel A (1) (3) (Lev; ) . (ROA.)) .
Connect_SH, , X Post, , ( Tophold, ) ( State; ) .
-0.167 -0.139 5% 1% ( Bigfour, )
T
1. 65
(2) -~ (4)
(2) 3.2.2
( Ne—
skew, ,, ) Connect _SH, , x Post,
-0. 139 5%
;o (4)
( Duwvo—
L) Connect _SH., x Post, , :
5% (2) ( )
49
HI.
Connect_SH,,  Post,, Connect
_SH;, (1)~ (4 ;
180 . 380 5 Panel A
A+H (1) (2)
N Connect_SH, , x Post, Nc—-
: Post 1% skew — Duvol 5%
2014
. ; Panel A (3) (4)
4  Panel A
( Ret;,) ( Durnove—  Connect_SH, , X Post, , Neskew | Duvo-
r.,) ( Size,;,) . o
( RO4,;)) .
( Tophold, ,) . ( State; ,) . . Panel B (1)
(5d;,) (2) ~ (4 (2)
Connect _SH,, x Post,, Nc—
N N skewi . 5% ; Connect_SH, , x
. Post, Duvol. 1%
[ERINEN
4  Panel B
( Durnover; ) . ( Size,,) . * Panel B (3) (4)
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Connect _
SH. , x Post, , Neskew | Duvol |
5
Table 5 The influence of the capital market openness degree
Panel A
(1) (2) (3) (4)
Neskew; |, Duvol; , ., Neskew, Duwol; , |
Connect_SH. , 0. 025 0.001 0. 009 -0.018
(0.597) (0.038) (0.198) ( -0.580)
Post. 0. 254 *** 0. 134> 0.228** -0. 006
o (2.751) (2.233) (2.569) ( -0.108)
Connect_SH; , x Post; , -0.235** —0.216*** -0.035 -0.010
( —2.542) (-3.297) ( -0.353) ( -0.140)
Constant 0. 824 1. 327 ** 1.415%** 1.236***
(2.141) (4.980) (3.239) (3.696)
Control variables Yes Yes Yes Yes
Year Yes Yes Yes Yes
Industry Yes Yes Yes Yes
N 3026 3026 2 639 2 639
R? 0.176 0.118 0.194 0.143
Panel B
Neskew,; , , Duvol; , ,, Neskew; , , Duwol; , ,,
Connect_SH., 0. 025 -0.001 0. 002 -0.016
(0.695) ( —0.040) (0.039) ( -0.431)
Post —0. 175*** -0.059 0.025 0. 081
v ( -2.719) ( -1.145) (0.261) (1.135)
Connect_SH; , x Post; , —0.167** —0.150** -0.043 -0.027
(—2.144) ( —2.400) ( —0.348) ( -0.305)
Constant 0. 265 0.398" 0.126 0.058
(0.880) (1.788) (0.208) (0.142)
Control variables Yes Yes Yes Yes
Year Yes Yes Yes Yes
Industry Yes Yes Yes Yes
N 4121 4 121 1 544 1 544
R? 0. 156 0. 085 0.171 0.124
QI 10% 5% 1% .
3.3
?
?
‘ (5)
3.3.1

v; Connect;, x Post,, +

Opaque;, = vy, +vy, Connect;, + vy, Post;, +
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1 ( Year) ; ( Industry) . Connect_SH, , x
2 v, Conirol,, +u (5)
i=4 Post, Vs
Opaque; , Hutton
6
6 (1) (2)
( Opaque; )
: ( Opaquel; )
25 " Opaquel,,  Opaque2,
Jones ( Opaque2; ) DD
Connect_SH; , x Post, , Vs -0.013
“ ~0.010 10% 1%
Fang * ( Size; ) ;
(Lev;,); (ROA;,);
( Tophold,,) ; (MBII) ;
( State, ) ; ( Bigfour, ) ;
6
Table 6 The mechanism test
Panel A
(1 (2) (3)
Opaquel ; Opaque; , Noisetr; ,
Connect_SH, , 0. 001 0. 008 *** 0.011
(0.288) (3.337) (0.973)
Post, , ~0.001 0. 000 0.286***
( -0.265) (0.088) (23.926)
Connect_SH; , x Post; , -0.013" —0.010*** —0. 121 ***
( —1.956) ( -2.695) ( —6.951)
Constant —0.175%%* —-0.136*%* 1.289***
( -4.697) ( -5.074) (12.893)
Control variables Yes Yes Yes
Year Yes Yes Yes
Industry Yes Yes Yes
N 4 594 4 603 5312
R 0. 044 0. 245 0. 150
Panel B
Neskew, |
(1) (2) (3)
Opaquel ; , 0. 094 **
(1.967)
Opaque; , 0.285**
(1.981)
Noisetr; , 0. 473 %%
(6.792)
Constant 0.562" 0. 386 -0.955***
(1.944) (1.293) (-3.197)
Control variables Yes Yes Yes
Year Yes Yes Yes
Industry Yes Yes Yes
N 4 886 4599 5314
R 0. 156 0. 164 0. 085
[N N 10% 5% 1% .

3.3.2

50
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3.4
51
( variance ratio test)
( Size;,);
(Lev, ) ; ( Institution, ) ;
(ROA; ) ; ( Top-

hold, ) ; ( State, ) ;

( Bigfour, ) ; ( Year) ; ( Industry) 2

VR( q) Loq 2009~
2016
( (6)). (PSM)
1 DID
1
Var r; (9 '
VRE, t( q) - anI’( r, ,) ( 6) 1 784 —
ri(k) =rt+r,_ |+ +1, .- 7
(7) ( Noisetr, ) . ) (N~ (4
VR( q) 1 Neskew || Duvo—
. [ Connect_HK;, x Post, ,
. Noise— el

tr,,

Noisetr,, = | VR, (q) -1 (7)

(8)

Noisetr, , =8, + 8, Connect, + 68, Post,, +

8, Connect; xPost, , +

15
2 S, Control;, + 7 (8)
=4

6 (3)
Connect_SH, , x

Post, -0. 121 1%
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Table 7 Shanghai-Hong Kong Stock Connect and the stock price crash risk: Hong Kong Market
Neskew . Duvol .
i+l i+l
(1) (2) (3) (4)
Connect_HK; , -0.033 -0.209 0.052 -0. 005
( -0.136) ( -0.977) (0.781) ( -0.076)
Post; , 0. 566 0.028 0.074 0. 006
(1.146) (0.099) (0.294) (0.026)
Connect_HK; , x Post; , -0.730 -0.358 -0.088 -0.062
( -1.408) (-1.164) ( -0.344) ( -0.283)
Constant — 4,235 %% —6.834 % —0.404** —1.440*%*
( -16.829) ( —4.960) ( -2.312) ( -2.860)
Control variables No Yes No Yes
Year Yes Yes Yes Yes
Industry Yes Yes Yes Yes
N 1784 1784 1784 1784
R? 0. 057 0. 126 0.023 0.072
[N 10% 5% 1% .
8 (1) -~
4.1 ( placebo test) (4) Connect_SH, , x Post, ,
2012 2013
2012 2013
8
Table 8 Placebo test
2012 2013
(1 (2) (3) (4)
Neskew Duwvol . Neskew Duwol .
pt+l it+1 P+l it+1
Connect_SH, , —0.079 ** —0.082*** -0.022 -0.027
( -2.084) ( -3.219) ( -0.521) ( -0.933)
Post; , 0. 875*** 0. 179 *** 0. 744 %** 0.2747**
(11.600) (3.698) (9.458) (5.493)
Connect_SH; , x Post; , 0. 093 -0.059 -0.009 -0.064
(0.954) ( -0.925) (-0.127) ( -1.309)
Constant —-0.903** -0. 131 0.806** 1.2247*%*
( -2.424) ( -0.492) (2.082) (4. 406)
Control variables Yes Yes Yes Yes
Year Yes Yes Yes Yes
Industry Yes Yes Yes Yes
N 4 414 4403 4 441 4432
R? 0. 164 0. 085 0.179 0. 142

10% 5% 1% .




o — 121 —
4.2 2012 ~2016 9
Connect_SH, , x Post, ,
:2010  ~2016 ;2011 ~2016
9 -
Table 9 Sensitivity analysis: Change the sample period
2010  ~2016 2011  ~2016 2012 ~2016
Neskew Duvol . Neskew . Duvol . Neskew Duwvol .
P+l P+l pr+1 pr+l P+l ir+1
Connect _SH; , 0. 052 0.0138 0. 051 0.017 0. 043 0. 021
(1.495) (0.717) (1.220) (0.555) (0.798) (0.535)
Post; , -0.094 -0.269*** -0.303*** —0.284*** -0.108" -0.276***
( =1.543) ( —6.594) ( —4.935) ( —6.704) ( -1.677) ( -6.501)
Connect_SH x Post; , -0.195** -0. 170 *** -0.162" -0.133** -0.162" —-0.133**
( -2.402) ( -2.922) ( -1.949) ( -2.253) ( -1.833) ( -2.134)
Constant 0.975*** 1. 138 *** 1.518*** 1. 555 %% 1.329 %% 1. 683 ***
(2.987) (4.738) (3.963) (5.660) (2.802) (5.036)
Control variables Yes Yes Yes Yes Yes Yes
Year Yes Yes Yes Yes Yes Yes
Industry Yes Yes Yes Yes Yes Yes
N 4 476 4 476 3633 3633 2768 2 768
R? 0. 135 0. 102 0. 089 0.112 0. 093 0. 126
[T 10% 5% 1% .
4.3 10
(3) Connect_SH; , X Post, ,
10
(1) (2) 4.5 2015
Connect_SH; , x Post, 1%
. 2015
4.4
Neskew.  — Duwvol 11 : 2015 2016
Piotroski 20 Neskew | 2015 -0.536
( Fraction; ) t 1% ; 2016
Duvol,_ 2015 ~0.278
2016 Neskew,
Fraction, , =n; ,/N,, (9) 2015 0. 172 2016 Duvol
n,, i ‘ LN, 2015 0. 055 t
i t . Pl
3
1. 96
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Table 10 Controlling for firm fixed effects and change the measure of stock crash risk
(1) (2)
Neskew, | | Duvol | | Fraction | |
0. 000
Connect_SH,
(0.352)
Post; , -0. 128 ** —0.289*** 0.002**
(-2.419) ( =7.756) (2.213)
Connect_SH; , x Post; , —0.202%** —0.162*** —0.003**
( —2.955) ( -3.354) (-2.145)
Control variables Yes Yes Yes
Constant 1.227 0.832 0. 027 ***
(1.518) (1.452) (6.014)
Firm fixed effect Yes Yes No
Year Yes Yes Yes
Industry Yes Yes Yes
N 5312 5312 5691
R? 0.310 0.275 0. 044
t ok xe T 1% 5% 10% Connect_SH
11 2015
Table 11 The difference between the crashrisk of added sample and deleted sample in the end of 2015
2015 2015
Neskew . Duwol . Neskew . Duwol .
it+1 it+1 it+1 it+1
2015 -0.149 0.064 -0.679 -0.465
2016 -0.684 -0.214 -0.507 -0.410
2015 ~2016 -0.536*** -0.278" 0.172 0.055
t -2.840 -1.676 0.625 0.254
t R Rk 1% 5% <10%
3)
2009  ~2016
- ( PSM-DID)
1)
« »”
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Capital market liberalization and stock price crash risk: Evidence from
Shanghai-Hong Kong Stock Connect
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Abstract: Shanghai-Hong Kong Stock Connect is a major innovation for the liberalization of China’ s capital
market which has drawn wide attention from the society and academia recently. Considering Shanghai-Hong
Kong Stock Connect as a natural experiment and employing the database of Chinese listed firms from 2009 to
2016 the propensity-score-matching and difference-in-difference model ( PSM-DID) are used to examine how
capital market liberalization influences stock price crash risk. The results show that firstly compared with the
non-Shanghai-Connect stock the implementation of the Shanghai-Hong Kong Stock Connect significantly re—
duces the stock price crash risk of Shanghai-Connect firms listed in Shanghai Stock Exchange. Second this
negative effect mainly exists in firms with lower liberalization degree. Third the mechanism that Shanghai—
Hong Kong Stock Connect can reduce stock price crash risk lies in that Shanghai-Hong Kong Stock Connect
enhances the information transparency of the Shanghai-Connect stocks and lowers the degree of noise trading.

At last additional evidence shows that Shanghai-Hong Kong Stock Connect has no significant effect on the
stock price crash risk in Hong Kong market. These findings show that the openness of the capital market helps
to promote its stable and healthy development. The conclusion of this paper not only extends the research on
stock price crash risks but also provides important implications for the regulatory authorities to further promote
the openness of the capital market.

Key words: Shanghai-Hong Kong Stock Connect; capital market liberalization; stock price crash risk



