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Fig. 1 Experimental process
1

Table 1 Control measures taken during the experimental process
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5.15.5.17 5.17
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Fig. 2 Changes in market returns before and after internal risks

3.3.2

3

Fig. 3 Changes in market returns before and after external risks

4
Fig. 4 Trading volume of an individual risk portfolio under external

risks changes

3
172 2/3
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3/4 4/5
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4.1
1
4.1.1
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reven; = a, + o, m; + a,INTERRI +
b, + a; X, +u, (25)
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Table 2 Design of external risk dummy variables

m =0

m =1

EXTERRI < [o %]

EXTERRI < [o %

~—

EXTERRI < [L L]
6 5

EXTERRI =
EXTERRI 1 1 EXTE 1 1 1 1
. CXTERRI e [— —] CXTERRI < [7 7) EXTERRI < [ L —]
EXTERRI = — 6 4 6 5 5 4
EXTERRI L1 ] EXTERRI [ L1 ) EXTERRI L1 ]
1 € - € - € _—
EXTERRI = — - 53 5 4 4 3
. EXTERRI e | L L] EXTERRI e [ - L) EXTERRI e [ - L]
EXTERRI = — 4 2 3 3.2
) EXTERRI < [L i] EXTERRI < [L L) EXTERRI < [L i]
EXTERRI = —- 3.3 32 23
5 EXTERRI < [L i] EXTERRI < [L i) EXTERRI e | 2= 3~
EXTERRI = = 2 4 2 3 4
3 EXTERRI < [i i] EXTERRI ¢ | 2~ i) EXTERRI < [i i]
EXTERRI = - 3.5 4 4 5
EXTERRI e [ =3 3 4 4
4 e[21] EXTERRI e [ 2~ +) EXTERRI < [+ 1]
EXTERRI = — 4 4 5 5
3
Table 3 Explanation and meaning of control variables
( risk) 0 10
( trust) ( ) 0 10
( gender) =1 =0
( nation) =1 =
( urban) -1 _
( polit) -1 -0
-1 =2 =3 =4 =5
( educa)
=6 =7
( religi) =1 =2
® . » 11 . ,
1 ~ 5 “ ”
0 . W , s




— 56 — 2026 2
10 080 @
3 301 ®
6779 6779 4
4 OLS
Table 4 OLS regression results of two types of risks affecting market returns
. reven
(1) (2) (3) (4) (5) (6) (7) (8)
eSS BN s H A s B E s N E - W B ol
0.010 0.023 0.053 -0.062 2,643 %% 16.307 *** -0.001 -0.013
" (0.13) (0.29) (0.86) ( -0.65) (64.00) (100. 50) ( -0.12) ( -0.07)
INTERRI 0.577 -0.114 -0.052 0.981 0.392 -0.261 -0.127 -0.602
(0.53) ( -0.10) ( -0.05) (0.57) (0.81) (-1.12) ( -0.69) ( -0.23)
. 0.829 *** 0. 822 *** 0.825 *** 0.821 *** 0.767 *** 0. 683 *** 0.528 *** 0.358 ***
(67.28) (67.67) (77.33) (54.20) (15.11) (27.78) (28.09) (12.54)
0.082*** 0. 066 *** 0.072%** 0.065*** 0.080" 0.023 0.002 -0.037
et (7.05) (5.74) (7.26) (4.65) (1.68) (0.99) (0.10) ( -1.39)
yender 0.216*** 0.176 *** 0.206 *** —0.244 %% -0.032 -0.111 0.135** 0.065
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nation (-0.68) | (-2.10) | (=295 | (-1.32) (1.24) (3.15) (-1.12) | (-0.29)
b 0.070" 0.092** 0.092** 0.087" 0.324" 0.243 0. 004 -0.041
(1.68) (2.21) (2.51) (1.74) (1.95) (3.03) (0.66) (-0.44)
ol 0.831*** 0.793 *** 0.801 *** 0. 802 *** 0.336 0.188" 0.269 *** 0.007
(14.56) (14.09) (16.44) (11.65) (1.45) (1.69) (3.11) (1.30)
e -0.005 -0.033 -0.017 -0.026 0.016 -0.053 0. 001 0.275**
(-1.21) ( -1.55) ( -0.91) (-0.98) (0.18) (-1.24) (1.02) (2.11)
o -0.078 -0.063 -0.017 0.050 0.495 ** 0.239** ~0.389 *** -0.010
relied (-1.28) ( -0.60) ( -0.33) (0.67) (1.99) (1.98) ( -4.10) (-0.19)
Yes Yes Yes Yes Yes Yes Yes Yes
Cons —347.127°%% | —341.51%%F | —347.23%%% | Z347.55%FF | 349,17 | —341.62%*F | —335.13%** | -335.55***
(-228.31) | ( -291.01) | ( -337.43) | ( —140.64) | ( -419.63) | ( -581.61) | ( —105.92) | ( -70.73)
R? 0.881 0.877 0.878 0.437 0.703 0.656 0.587 0.278
n 2 359 2 389 2337 2 300 2 208 2194 1732 1 460
t o 1% . 5% :
10%
1/3
3/4 2/3
172.2/3 10%
172 273
@ 56 x30 x6 =10 080 56 30 6
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Table 5 Results of price effect structure mutation test under external risk influence
(1 (2)
Chow
F 0.022 1 0.093 8
1/6
p 0.881 8 0.759 5
F 0.941 4 0.988 6
L/5
p 0.3317 0.320 1
F 0.375 4 0.383 1
1/4
0.540 1 0.536 0
1.0957 0.1542
1/3
0.205 3 0.694 6
13.065 1 97.7252
1/2 !
0.000 3 *** 0.000 0 ***
855.580 0 97.508 5
2/3 ‘ !
0.000 0 *** 0.000 0 ***
0.034 0 0.1499
3/4
0.853 8 0.698 7
0.467 4 0.107 9
4/5
p 0.494 3 0.742 6
(1/2.2/73) - - -
172
1/2  2/3 2/3
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Table 6 Comparison of price effects under the influence of external risks before and after structural changes
. price ! revene . price \ revene
(1) (2) (3) (4) (5) (6) (7) (8)
172 2/3
23.0757 30.329 *** 1.200*** 1.215%* —10.249 7% | —8.6447% -0.408 *** -0.335*
EXTERRI
(21.01) (29.83) (18.02) (32.35) (-6.14) (=7.73) (-6.23) ( -6.56)
0.225 -0.249 0.018 -0.007 -1.375 -1.750 -0.051 0.071
INTERRI
(0.99) (-0.23) (0.28) (-0.02) (-0.77) (—1.46) (-0.72) (1.30)
1.021** 1.892** 0.074 1.8927%** 9. 624 % 8. 8157 0.3827*** 0.315***
EXTERRI x TB
(2.44) (2.14) (1.32) (3.08) (9.64) (13.19) (9.75) (10.32)
0.511 0.518 -0.052 -0.020 0.261 1.495 0.005 0.013
INTERRI x TB
(0.37) (0.38) (-0.63) (1 -0.44) (0.12) (1.02) (0.06) (0.19)
No Yes No Yes No Yes No Yes
c -354.23%% | —360.217*% | -0.776™* | -0.815™* | —333.80"** | -339.37%** 0.027 -0.193 ™"
ons_
(-420.14) | ( -574.86) | ( -11.75) (-23.78) ( —447.0) ( -522.5) (0.50) (-4.78)
R? 0.611 0.937 0.595 0.586 0.217 0.308 0.477 0.492
n 2208 2 208 2 208 2 208 2 194 2 194 2 194 2 194
7.
172 2/3
1
7
Table 7 Results of the price effect structure mutation test under the influence of internal risk
(1 (2)
Chow
F 1.418 6 0.277 5
1/5
p 0.2340 0.889 2
— F 1.035 4 0.504 6
1/4
p 0.309 3 0.8233
F 0.469 6 0.052 4
1/5
p 0.493 5 0.870 2
-— F 0.178 1 0.1112
1/4
p 0.673 2 0.8216
() - - -
4.2
times, = ay + a, m; + o, INTERRI +
2 a, + o, X, +u, (28)
times, 56
6
56 x10 x3 =1 680
4.2.1 1 509 ;
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8 OLS
Table 8 OLS regression results of changes in transaction frequency under the influence of external risks
. limes
(1) (2) (3) (4) (5) (6) (7) (8)
o L |1 1o L2 | 13 | o2 a 3,
5 6 4 5 3 4 2 3 3 2 4 3 5 4
0.033 0.010 0.083** 0.035 0.001 -0.015 =1 19179 | -2, 5457
m
(0.70) (0.23) (2.27) (0.78) (0.02) ( -0.26) ( -8.85) ( -22.67)
0.128 0.442 0.518 0.963 —-0.480 -0.760 -2.001 -1.650
INTERRI
(0.18) (0.64) (0.92) (1.47) (-1.11) (-0.91) (-1.08) (-1.71)
Yes Yes Yes Yes Yes Yes Yes Yes
c 5.027 %% 5.331 7% 5.044 %% 5. 1157 5.028 7 5.1317%% 4.4627F 4,071
Cons_
(6.12) (7.11) (6.56) (6.24) (5.95) (5.76) (6.14) (5.99)
R? 0.336 0.330 0.335 0.312 0.133 0.133 0.220 0.220
n 1 509 1509 1 509 1509 1509 1 509 1 509 1 509
OLS 9
Table 9 Results of quantity effect structural mutation test under
1/4.3/4 4/5 external risk influence
3/4  4/5 1% ;
(3)
Chow
; 1/4
5% F 0.341 4
1/6
4.2.2 P 0.559 1
1/6.1/5. F 0.504 3
1/5
1/4.1/3.1/2.2/3.3/4.4/5 p 0.477 7
F 3.3295
1/4
p 0.068 3"
F 1.276 4
1/3
F p 0.258 8
( FTE F 0.728 7
) 1/2
p 0.3935
S'I‘En B (Sm + S'/‘m) /K’I'E
FTE,, = F 2.049 5
(Smr + Su) /( Ny + Ny — Kpy) 2/3
p 0.1525
(29)
F 225.810 0
S e (RSS) S 3/4 :
p 0.000 0***
(RSS)) Sy
F 19.366 6
(RSS,) Npp N 4/5 .
p 0.000 0***
KTE
(3/4.41/5) - -
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9 times; v a,
3/4 45 . By =B ~8, =5,
(30) 3/4  4/5
times, = B, + By EXTERRI, + B, INTERRI, + (TB) EXTERRI <
a, + (8, +8, EXTERRI, + 3/4 < 4/5 TB" 0
8, INTERRI) x TB; + B, X, + v, EXTERRI =3/4 =415 TB" 1

(30) 10

10

Table 10 Comparison of quantity effect under external risk influence before and after structural mutation

. times
(1) 3/4 (2) 4/5
0.215" -1.7877%
EXTERRI
(1.96) (-16.27)
-0.132 -0.569
INTERRI
( -0.20) ( -0.72)
) -1.1207 -0.102***
EXTERRI x TB
(-2.99) ( -22.08)
. -8.400 1.461**
INTERRI x TB
(-1.63) (2.40)
Yes Yes
4.244 % 4.013%
Cons_
(7.11) (6.55)
R 0.338 0.311
n 1 509 1 509
3/4 4/5
“ »
3/4 4/5 11.
2
1/5.1/4
11
Table 11 Results of quantity effect structural mutation test under internal risk influence
Chow
F 0.494 4
L/5
p 0.482 3
3/4 F 0.402 2
1/4
p 0.994 6
F 2.456 3
1/5
p 0.119 4
4/5 F 3.696 4
1/4 N
p 0.056 6
() -
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Nature of risk investor perception and securities market development: Evi—
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Abstract: Based on a thought experiment that distinguishes between internal and external risks in financial
transactions this paper constructs an analytical framework to examine how external investors’ risk perception
affects the equilibrium outcomes in the securities market. A controllable and replaceable securities trading ex—
periment is conducted to empirically test the theoretical hypothesis. The results indicate that investors are more
sensilive lo external risks. When external risks reach a critical threshold changes in external investors’ coping
strategies can trigger abrupt fluctuations in market returns and trading volumes demonstrating both price
effects and quantity effects of external risks. The findings suggest that the fundamental cause of the “sharp ri—
ses and falls” in China’ s securities market may lie in the moral hazards and opportunistic behaviors of corpo—
rate controllers.

Key words: internal and external risks; risk perception; laboratory securities market; price effect; quantity

effect



