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QFII  “ » sC
QFIl (afii, ) i,
QFII
QFII
QFII
qﬁlq
QFII
3
Table 3 Unit root test
ADF PP
—13.988 *** -16.516**
epu,.
(0. 000) (0.000)
*%k *%k
dollar, -2.879 -2.949
(0.050) (0.042)
shibor, -2.817° -2.331
1 QFII ( ) ! (0.058) (0.164)
Fig. 1 The time-varying pattern of the market values lib -2.779" 2.656"
ibor,,
(100 million Yuan) of QFII (0. 063) (0. 084)
« ” , -2.730" -2.985%*
cpi,
(0.071) (0.038)
fi -1.136 -2.130
Ty (0. 695) (0.234)
2
2 4
Table 2 Descriptive statistics
4.1
connect 181 0.459 | 0.500 | 0.000 | 1.000
epu, 181 0.110 | 0.548 | -0.829] 4.239
dollar, 181 6.673 | 0.415 | 6.104 | 7.903 180
shibor, | 181 |3.523 | 1.151 | 1.211 |6.127 180
libor, 181 1.299 | 1.502 | 0.123 | 5.494 4
cpi, 181 2.627 | 1.975 | =1.800| 8.700 Table 4 Estimation for the cross-market effects
QFII qfii, 181 1.195 | 0.464 | 0.390 | 2.060 Tt
0. 004
3.3 Thi 1 -1
(0.021)
N . 0. 155***
WIND CPI ot (0.023)
QFII N 3915
2 0.015
Baker ' @, X
adj. R? 0.015
2006 10 —2021 10 ——
181 N 500

www. policyuncertainty. com.
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Table 5 The impact of stock market liberalization on irrational investor behaviors
(1) (2) (3) (4) (5) (6)
a, b, a, b, a, b,
-0. 060 *** -0.245" -0.088** —0. 641 -0.004 -0.467**
connect .
(0.018) (0.125) (0.035) (0.225) (0.019) (0.214)
0. 006 -0.075
epu, _,
(0.011) (0.112)
0. 005 1.294
connect_epu, _
(0.020) (0.954)
0.015 -1.274
dollar,, _;
(0.081) (0.867)
-0.020 0.577*F
connect_dollar_ _,
(0.014) (0.277)
-0.023 -0.170
shibor, _,
(0.015) (0.192)
) 0.013 -0.619
connect _shibor,. _
(0.011) (0.381)
) 0.019 0. 366
libor,. _,
(0.014) (0.256)
0.014 -0.755"
connect_libor, _,
(0.023) (0.439)
) -0. 004 0.211°
iy
(0.013) (0.110)
) -0.001 -0.071
connect_cpi, _,
(0.011) (0.162)
. -0.055 -0.761** 0. 036 -0.427
qfii, _
i~ (0.037) (0.327) (0.030) (0.654)
0. 106 *** 0. 652 0. 184 1. 741 %% 0.031 9.241
_cons
(0.017) (0.090) (0.067) (0.499) (0.547) (5.646)
Year_Dum Yes Yes Yes Yes Yes Yes
Res_Stationary Yes Yes Yes Yes Yes Yes
N 181 181 181 181 180 180
R? 0.100 0.186 0.132 0.209 0.203 0.277
adj. R* 0.064 0.153 0.092 0.172 0.113 0.196
N 10% 5% 1% . 2006 10 ~2021 10 Res_Stationary

4.3
4.3.1
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Table 6 Robustness test
(1) (2) (3) (4) (5) (6)
a, b, a, b, a, b,
et -0.005 —0. 447 ** 0.015 -0.355 -0.007 —0.482*
o (0.017) (0.199) (0.033) (0.516) (0.021) (0.221)
0. 006 -0.068 0. 000 -0.107 0. 006 -0.083
P (0.011) (0.113) (0.012) (0. 130) (0.011) (0.113)
) 0. 003 1.374 0.018 0.797 0. 005 1.272
connect_epu
—Pr - (0.019) (1.036) (0.018) (0.553) (0.019) (0. 948)
Wi 0. 031 ~1.527" -0.036 -0.925 0.014 -1.318
o (0.092) (0. 905) (0.047) (0. 646) (0.079) (0. 880)
-0.030 0.776" -0.021** 0.394" -0.020 0.597**
connect_dollar_ _,
(0.019) (0. 466) (0.010) (0.218) (0.014) (0.293)
i -0.020 -0.217 -0.025 -0. 161 ~0.025" -0. 180
A (0.017) (0.198) (0.018) (0. 185) (0.014) (0. 194)
i 0. 020 -0.756 0. 008 -0.370 0.013 -0. 641
S (0.013) (0.522) (0.016) (0.341) (0.011) (0. 396)
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Table 6 Continues
(1) (2) (3) (4) (5) (6)
a, b, a, b, a, b,
ik 0.016 0.415 0. 029 ** 0.294" 0.021 0.376
thor . _
: (0.015) (0. 264) (0.014) (0.169) (0.016) (0. 260)
) 0.028 -1.014" -0.013 -0.604** 0.014 -0.770"
connect_libor,_ _,
(0.028) (0. 607) (0.016) (0. 265) (0.023) (0. 450)
. -0. 005 0.226** -0.010 0. 240 -0.004 0.217°
i,
: (0.013) (0. 111) (0.017) (0. 180) (0.012) (0. 110)
. 0. 005 -0.247 0.016 -0.027 -0.002 -0.081
connecl_cpi,. _|
(0.018) (0.292) (0.018) (0.229) (0.011) (0. 163)
-0.042
ar -1
(0.102)
-0.034
b,
(0.073)
i 0.036 -0.443 0. 042 -0.450 0.038 -0.437
qfu, _
! (0.031) (0. 658) (0.029) (0.611) (0.032) (0. 650)
-0.077 11.024" 0.401 6.820 0.048 9.575"
_cons
(0.622) (5.903) (0.325) (4.743) (0.523) (5.741)
Year_Dum Yes Yes Yes Yes Yes Yes
Res_Stationary Yes Yes Yes Yes Yes Yes
N 158 158 180 180 180 180
R? 0.196 0.278 0.212 0.259 0.204 0.278
adj. R? 0. 105 0.197 0.124 0.176 0.109 0.192
N 10% 5% 1% (D) (2) 2006 10 ~2019 12 (3)
(4) (5) (6) Res_Stationary
4.3.3 500
( difference-in—differ— DID ®
ence DID) “ ” : -
’ behavior; . =3, + B,connect, + B,treat; + Bydid; . +
“ ”»
viepu,_, +y,did_epu, __, +y;dollar__, +
180 . .
v,did_dollar; __; + ysshibor__; +
500 500 “ . . .
N 2016 vedid_shibor; __, + vy,libor__, +
2014 ysdid_libor; _ +ysept,_ +yodid_cpi; ,_ +
2
DID 2012  —2016 afii; . + 2 year, + . . (17)
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« » 180 behavior; I T
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180 connect_ 2014 11
1 0. treat,
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Table 7 The results of DID models for robustness test
500
(1) (2) (3) (4)
a; ; b, , a; . b, ,
0. 044 0. 198 —-0.008 6. 385 ***
connectT
(0.043) (0.833) (0.030) (0.551)
-0. 126 *** -0. 140 -0.077 *** 0.416
treat
(0.001) (0.195) (0.011) (0.415)
iid —0. 055 *** —0. 598 *** -0.001" —6.488
aa; .
(0.001) (0.076) (0. 000) (0.094)
-0.004 0. 113*** 0. 000 0.445"
epu, _
: (0.026) (0.022) (0.021) (0. 246)
. 0.010 1. 808 *** 0.014 1. 491 ***
did_epu; . _,
(0. 020) (0. 070) (0.020) (0.327)
-0.584 4. 050 -0.071 1. 320
dollar,, _,
(0. 660) (8.334) (0. 069) (10. 425)
_0. 005 X F*ok¥k -0. *kk . kK
did_dollar, . _, 0.871 0.038 1. 845
(0.005) (0.240) (0.007) (0.325)
. -0.072 -0.107 —0.029 *** -0.163
shibor,_ _,
(0.045) (0.821) (0.010) (0.831)
9 B 180
a- b g 180

b
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Table 7 Continues
500
(1) (2) (3) (4)
a; . b; , a; 5 b; ,
0. 0447 -1.566 % 0.0157* —1.467 %
did_shibor; . _,
(0.014) (0.386) (0.003) (0.445)
) 0. 141 -4.220 -0.276 % -0.827
libor, _,
(0.357) (3.375) (0.029) (6.296)
-0.063 ~7.496 " 113" -8.030™*
did_libor, | 7. 496 0.113 8. 030
(0.099) (1.724) (0.064) (2.108)
. 0. 060 *** 0. 208 *** 0. 0337 0.262 7%
i, _
: (0.017) (0.021) (0.005) (0.095)
. . -0.009 2.290 *** 0. 048 2.289 ***
did_cpi; . _,
(0.039) (0.363) (0.002) (0.395)
oii 0.037 0. 004 0.081*** -0.499
Wig-
! (0. 000) (0. 124) (0.014) (0.491)
3.906 -23.304 0. 587 -6.997
_cons
(4. 160) (54.486) (0.489) (66. 846)
Year_Dum Yes Yes Yes Yes
Res_Stationary Yes Yes Yes Yes
N 118 118 118 118
R? 0.242 0.281 0.345 0.363
Hausman p-values 1.000 1.000 1. 000 1.000
DT e 10% 5% 1% 2012 1 ~2016 12 Res_Stationary
4a
Var,, = o + 18
sol T [T 2a7/b7 + 1 ( )
2
Tpr>
a, b,
113
» 10
0_2
fund, = —L* (19)
; Va’rsul T
Sfund,
. . fund_
9
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en Lux Chen  Zheng
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8
Table 8 The impact of stock market liberalization on market efficiency
(1 (2) (3)
Sund, Sund Sund,
. 0.138** 0. 103 0. 707 ***
connect
(0. 063) (0.072) (0. 066)
-0.018
epu, _,
(0.035)
-0.071
connect_epu,. _ |
(0.081)
0.311°
dollar_ _,
(0.181)
-0. 067
connect_dollar_ _,
(0.053)
0.077"
shibor . _;
(0.042)
-0.062
connect_shibor_ _,
(0. 055)
-0.053

libor _,

(0.038)
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Table 8 Continues
(1) (2) (3)
Jund, Sfund . Sfund .
. 0.016
connect_libor_ _,
(0.109)
. -0.020
cpi, _;
(0.019)
. 0. 040
connect_cpi, _
(0.053)
i -0.067 -0.081
i, _
! (0.054) (0.074)
0.312*** 0. 408 *** -1. 806
_cons
(0.028) (0.082) (1.280)
Year_Dum Yes Yes Yes
Res_Stationary Yes Yes Yes
N 181 181 180
R? 0.072 0.079 0.143
adj. R 0.034 0.036 0.047
DR 10% < 5% 1% . 2006 10 —2021 10 Res_Stationary
9
Table 9 The impact of stock market liberalization on market efficiency using DID framework
500 500
(1 (2) (1 (2)
Sund; | Sfund; | Sund; | Sund; |
0.017 0. 409 *** . -0.299 0. 158 ***
connect . libor, _,
(0.095) (0.025) (0.359) (0.022)
0.012 0.203** 0.221 0.079
treat; did_libor; . _,
(0.017) (0.080) (0.205) (0.246)
) 0. 722 %% 0. 264 *** . -0.001 -0.033
did; , Py -y
(0.018) (0.021) (0.106) (0.074)
0. 052 0.003 ) . 0. 045 0. 065
epu_ _, did_cpi; . _,
(0.043) (0.003) (0.112) (0.088)
-0.032 0.013 -0.032 % -0.134
did_epu; . qfii; 4
(0.045) (0.008) (0.011) (0.095)
0.291 -0. 065 -1.574* 0.713
dollar,. _, _cons
(0.112) (0.260) (0.783) (1.683)
-0.081*** -0.032 Year_Dum Yes Yes
did_dollar; . _,
(0. 000) (0.028) Res_Stationary Yes Yes
0.041*** 0.010 N 118 118
shibor, _,
(0.014) (0.038) R? 0.172 0.216
-0.116*** -0.076"
did_shibor; . _, Hausman p-values 1.000 1.000
(0.021) (0.046)

SN 10% 5% 1% . 2012 1 —2016 12 Res_Stationary
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Abstract: Stock market liberalization plays an essential role in China’ s highJevel opening by optimizing the
investor structure and improving market efficiency. Based on the heterogeneous agents model in the open econ—
omy this paper explores the impact of the “Shanghai-Hong Kong Stock Connect” program on irrational inves—
tor behavior and market efficiency. It is discovered that stock market liberalization influences the two repre—
sentative irrational behaviors differently. The implementation of the “Shanghai-Hong Kong Stock Connect”
program has an insignificant impact on autonomous switching behavior but directly reduces herding. After the
implementation of the “Shanghai-Hong Kong Stock Connect” program herding decreases when the RMB ap-
preciates and when the Libor increases. This paper develops a market efficiency indicator incorporating both
rational and irrational forces. It is found that the implementation of the “Shanghai-Hong Kong Stock Connect”
program improves the proportion of stock return volatility driven by fundamental force thus increasing the effi-
ciency of the local market. This paper extends the literature on stock market liberalization” s effect on micro—
entities and provides an empirical basis for further liberalization.

Key words ‘“Shanghai-Hong Kong Stock Connect” program; stock market liberalization; investor behaviors;

stock market efficiency



