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Fig. 1 Pricing trends of HS300 Index derivatives
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Table 1 Descriptive statistics of return on HS300 Index derivatives
(%) (%) (%)
ETF 51 360 -0.000 08 1.416 2 -2.398 4 0.000 73
ETF 51120 - 0.000 05 1.1429 -2.0225 0.000 88
51 360 - 0.000 09 1.3451 -2.216 1 0.000 73
ETF 2012 11 30 2012 12 3
3 ; 2
3.1 : 4
2 300 ; 5
. ADF PP 1 300
ETF. ETF
ETF 3 2-5
N ETF Johansen ETF N ETF
. Johansen 5
2 300
Table 2 Stationary test of HS300 Index derivatives’ price
ADF PP
ETF (ctl) -1.6509 (ct0) -1.665 1
ETF (ct2) -1.6117 (ct0) -1.620 8
(ct0) -1.6563 (ct0) -1.6572
A ETF (000 —231.241 9% (000 -231.203 3%
A ETF (001) —174.514 7% (000) —257.959 47***
A (000) —225.130 1% (000 —225.125 2%
e e 1%.5%  10%
3 300 Johansen
Table 3 Johansen cointegration test of HS300 Index derivatives’ price
ETF ETF
H, : Rank(r)
5% H, 5% H,
r=0 28.56 20.26 26.37 15.89
? r=1 2.19 9.16 2.05 8.86
r=0 28.50 15.49 26.37 14.26
’ r=1 2.14 3.84 1.98 3.92
r=0 48.83 25.87 45.40 19.39
! r=1 3.43 12.52 3.22 10.35
r=0 48.35 18.40 45.38 17.15
: r=1 2.97 3.84 2.88 3.95
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4 300 VECM 12 ETF
ETF 2
300ETF ETF ETF 12 min
300ETF ETF 2 min. 2
1 2 1
ETF (ECM( -1) ) VECM
- 0.002 3 ETF ETF
-0.001 4 VECM
3
ETF VECM 3
ETF
4 300 VECM
Table 4 VECM regression results of HS300 Index derivatives
1
A ETF A A ETF A
1 [-0.5028 **(-68.81)| 0.0569 ***(7.30) —0.537 0***(98.96) 0. 024 9*** (4. 88)
2 -0.3336"( -40.11) | 0.0326 *(3.67) |-0.4152%"( ) 0.007 2( 1.24)
3 -0.251 8% ( -28.91) 0.006 9 (0.75) -0.339 2% ( - 51.83) 0.004 4(0.72)
4 | -0.177 17 ( - 19. 91) 0.015 3 (1.62) —0.2920***( - 43.18) | - 0.004 3( - 0. 68)
5 [-0.127 0% ( - 14. 14) 0.013 3 (1.38) —0.247 6 ( )| =0.010 1( - 1.56)
AP 6 —0.095 7 ( =10.62) | 0.019 7 **(2.04) - 0.205 7% ( -29.62) 0.001 5(0.23)
7 -0.067 3% ( - 7.48) 0.019 1 **(1.98) -0.161 2% ( - 23.28) 0. 003 2( 0. 49)
8 -0.054 7% ( - 6.12) 0.012 2 (1.28) —0. 129 47 )| =0.0017( -0.26)
9 —0.041 0% ( - 4.65) 0.0156" (1.65) —0.104 4% ( ) 0. 006 6( 1.06)
10 | —0.036 5% ( —4.24) 0.005 5 (0. 60) —0.081 7% ) 0. 000 1( 0. 008)
11 -0.014 5" (- 1.78) 0.017 6 *(2.02) |-0.064 1***( )| —0.008 7( - 1.56)
12 ~0.006 2 ( - 0.89) 0.002 5 (0.34) -0.033 3% ( - 6.65) -0.003 1( - 0. 66)
1 0.550 0 ***(80.33) | —0.036 4™ ( -4.98) | 0.584 5***(101.35) - 0.008 4( - 1.54)
2 0.3459 **(43.06) | —0.031 6™ ( -3.68) | 0.453 1***(68.97) -0.008 1( - 1. 30)
3 0.261 1% (30. 84) -0.009 4 ( - 1.04) 0.376 07 (53.72) -0.003 9( - 0.58)
4 0.187 7% (21.63) ~0.018 2**( - 1.96) | 0.316 8***(43.62) - 0.004 2( -0.62)
5 0.135 0™ (15.37) | —0.028 8***( -=3.07) | 0.268 1***(36.08) -0.008 9( - 1.28)
AT 6 0.107 5***(12.16) | —=0.023 6™ ( -=2.51) | 0.2254™(29.97) -0.003 9( - 0.55)
7 0.072 0*** (8. 14) —0.023 9% ( ~2.53) | 0.181 1***(24.01) -0.007 O( - 0.98)
8 0.062 8*** (7. 14) -0.0120 ( -1.27) 0.145 6™ ( ) 0.001 2(0.17)
9 0. 053 5% (6. 14) -0.0055 ( -0.59) 0. 124 47 ( ) 0. 005 6( 0. 80)
10 0.050 9% (5.97) -0.0009 ( -0.10) 0. 095 9***( ) 0.005 5(0. 81)
11 0.024 1%%(2.95) -0.0102 ( -1.18) 0. 068 7 ( ) 0.009 7( 1. 50)
12 0.013 1**(1.81) -0.0106 ( -1.37) 0. 042 8% (6.79) -0.001 3( -0.23)
u -0.041 SE -5( -0.14) |-0.0727 x1075( -0.22) | 0.101 0 x107°(0.29) | -0.008 5 x 107°( - 0.26)
ECM( -1) —0.002 3% (=3.55) | —0.001 4™ (-1.94) | —0.006 2™**( —5.54) 0.000 4(0.35)
R? 0.116 1 0.001 9 0.219 8 0.001 4
F 269.55 *** 3.827%%* 575.58*** 2.86 %
L AIC  SC 12 ;2 % o 1%.5%  10% '
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Table 5 Estimation results on price discovery contribution on HS300 index derivatives
1 2
ETF( %) (%) ETF( %) (%)
44.07 55.93 18.33 81.67
83.09 16.91 36.41 63.59
5.05 94.95 0.26 99.74
36.85 63.15 5.65 94.35
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Table 6 Influence factor test of price discovery contribution on HS300 Index derivatives
1 2 3
36.62 (1.46) 35.05 (1.40) 36.59( 1.45)
-0.33 (-2.71) ¥**
-26.05 ( -2.55) **
ETF 24.52(2.41) **
-35.25( -2.35) **
ETF 38.61(2.42) **
-10.45 ( - 1.65)
ETF 4.25(0.68)
0.88(7.03) *** 0.56( 8.54) *** 0.54 (7.77) ***
R? 0.04 0.04 0.05
F 4.23%* 2.58" 2.05°
F - 0.098 6 0.060 6 0.044 8
LM Obs* R? 0.201 8 0.124 6 0.093 0
F- 2.552 6 2.616 3 1.9959
ARCH Obs* R? 2.546 0 2.608 8 1.9959
= W 1% 5%  10% to
2. ETF RVF.BV®.RJ" ETF .
ETF ( ETF )
ETF ( ETF
) ETF
300
300 ETF
ETF
300 ETF
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Multi-market trading of HS300 index derivatives and price discovery of stock
market index

CHEN Ying' WU Zhi«wei® WANG Yang’

1. School of Management and Engineering Nanjing University Nanjing 210093 China,
2. School of Economics Nanjing University Nanjing 210093  China;
3. Shenzhen Stock Exchange Shenzhen 518010 China

Abstract: The market for HS300 equity index comprises index futures and various ETFs which are growing
rapidly. This paper explores the impact of multi-market trading on the price discovery process of HS300 index.
We find that: The index futures contribute the most to price discovery followed by the Huatai Bairui ETF
which allows a cash redemption. Jiashi ETF ( which allows in-kind redemption only) contributes the least to
price discovery which is not consistent with our intuition. Furthermore we show that volatility instead of liq—
uidity as would be conjectured by the transaction-costs hypothesis is the driving factor for relative price lead—
ership between the index futures market and ETF markets. Finally some advice which helps improve the
multidevel index in China Securities Market has been suggested according to the research conclusion.

Key words: stock index futures; index ETF; price discovery; multi-market trading



