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Table 3 Estimation Results for Static Models
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Table 4 Dynamic Analysis Results for Full Sample Data
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Table 5 Stability Test Results
BEKF Al
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ANIF) 32 55 TR e A i AL
LLR(L =5) 41 41 41 98. 212 204. 522 254,252 204, 251 442, 231
LLR(L =10) 41 41 41 41. 353 165. 251 185.242 200. 212 301. 322
LLR(L =30) 41 41 41 11.514 129. 351 199. 541 223.353 358. 453
AR5 E i R R
LLR(J =5) 41 41 41 621. 362 1132.512 2584.583 4 021.524 5 563.523
LLR(J =10) 41 41 41 698.523  1236.253 2 684.584 4213.253 5 869.542
LLR(J =30) 41 41 41 814.241 1425.254 2958.252 4532.572 6254.211
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Dynamic Impact of Heterogeneous Trading
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Abstract: In recent years, a large number of Chinese companies are actively expanding overseas financing channels. Many of
them are listed overseas, and have formed a special group of cross-listed companies. The phenomenon that the stocks of cross-lis-
ted companies have the same underlying assets, but different prices of the same shares has aroused a lot of researchers’ attention ,
especially for the comparing of price discovery of different markets,

From the microscopic perspective of heterogeneity of traders, this study considers the influence of statistical arbitrage traders
and momentum traders on the price of cross-listed stocks. Furthermore, it is assumed that the trader is free to switch between the
two strategies for the purpose of maximizing returns, and a dynamic pricing model of heterogeneous traders with selective swite-
hing mechanism is constructed. Furthermore, the contribution rate of component share that can be directly calculated by combi-
ning the permanent-temporary model and the price discovery capability of different markets can be dynamically observed.

Taking the A-share and H-share cross-listed companies in China as samples, we choose 1-minute high-frequency time series
data for empirical study. The results show that statistical arbitrage traders and momentum traders exist widely in the two markets
and their trading behavior can explain the formation mechanism of stock prices to a great extent. Among them, the transaction in
A-share market are mainly momentum traders based on the historical performance of the market, while the statistical arbitrage
traders based on the price discrepancy are more common in the H-share market; the explanatory power of the heterogeneous trader
pricing model is further strengthened after introducing the switching mechanism, the dynamic characteristics of the market opera-
tion are better described, and the traders in the A-share market have the same characteristics. For most cross-listed stocks, A-
share market has a stronger price discovery ability than H-share market. Price discovery has a significant intraday effect, and A-
share market has a significant increase in price discovery during the later hours of the trading day.

In the past, heterogeneous agent pricing model has been widely used in asset pricing and the interpretation of descriptive
statistics of financial time, meanwhile the research on market price discovery has been lacking in the micro-level analysis of trad-
er behavior. Therefore, on the one hand, our work expands the application scope of heterogeneous transaction pricing model, on
the other hand, it provides a new research perspective and method for dynamic characterization of market evolution process and
reveals the market price discovery ability.

Keywords : heterogeneous trading behavior; price discovery capacity ; switching mechanism ; statistical arbitrage; high frequency
trading
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