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Table 3 Regression Results for Capital Market
Liberalization and Corporate Financialization
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Table 4 Robust Test Results
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Table 5 Influence Mechanism Test Results
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Table 6 Sectional Analysis Results
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Table 7 Regression Results for Capital Market

Liberalization and Corporate Overfinancialiazation
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A Quasi-Natural Experiment Based on Shanghai-Hong
Kong and Shenzhen-Hong Kong Stock Connect
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Abstract: “Promoting reform by opening up and promoting development by reform” has become the main theme of high-

quality development of China’s capital market in the new era. How to continuously promote the development of its own and

even the real economy with the high-level opening up of the capital market is the question of Times that China needs to answer

based on the new stage of economic development. The opening measures of the China’s capital market, which mainly represen-

ted by Shanghai-Hong Kong and Shenzhen-Hong Kong Stock Connect, have played a positive role in the operation of the stock

market and the governance of listed companies, but little attention has been paid to its impact on the development of the real

economy, especially the “shifting from real to virtual”.
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From the perspective of micro corporate financialization, this study uses the quasi-natural experimental background
formed by batch expansion of Shanghai-Hong Kong and Shenzhen-Hong Kong Stock Connect to construct a multi-point DID
model, non-financial listed companies in Shanghai and Shenzhen stock exchange A-shares from 2007 to 2018 are selected as
research samples. This study systematically investigates the influence and internal mechanism of China's capital market open-
ing measures represented by Shanghai-Hong Kong and Shenzhen-Hong Kong Stock Connect on the development of real eco-
nomy.

The results show that the implementation of Shanghai-Hong Kong and Shenzhen-Hong Kong Stock Connect has signific-
antly driven the financialization of the target companies on the whole, which is reflected in the increase of the proportion of
financial asset allocation. The mechanism test shows that foreign institutional investors accelerated the financialization of the
target companies mainly through easing financing constraints and increasing performance pressure. Further research shows that
from the samples of non-state-owned enterprises,whereas the industry competition is more intense and the regional marketiza-
tion degree is higher, the capital market opening promotes the financialization of the target enterprises more significantly; cap-
ital market openness also led to excessive financialization of the target companies.

This study reveals the motivations for corporate financialization from the perspective of the reform of the capital market
system, and constructs the logical chain between the two major economic facts of China in recent years, namely, capital mar-
ket openness and shifting from real to virtual of the macro economy. And it also provides useful inspiration of the continuous
improvement of Shanghai-Hong Kong and Shenzhen-Hong Kong Stock Connect and the promotion of “shifting from virtual to
real of the real economy”.

Keywords: capital market liberalization; Shanghai-Hong Kong and Shenzhen-Hong Kong Stock Connect; corporate financial-

ization; financing constraints; performance pressure
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