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Table 2 Results for Descriptive Statistics

Agde B PO AREE RoME RKE
Ret 0.413 0261 0.641 —0.438  2.760
AR -0.022 —-0.083 0436 —0.951 1.770
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Table 3 Test of National Team's Stabilization Effect
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Table 4 Ownership and National Team's Stabilization Effect
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Impact of National Team's Stock Selection Strategy on Stock Market
Stabilization from the Perspective of Individual Stocks

ZHANG Hengrui, CHEN Chao

School of Management, Fudan University, Shanghai 200433, China

Abstract: A large amount of literature on economics and finance has proven that government bailout policies under financial
crisis can generate positive effect on stabilization, but most of the attentions have been paid to the effect of government bailout
policies on the volatility of the whole financial market and the individual systemic risk. In 2015, the stock market in China ex-
perienced a rapid and wide-ranging slump. The National Team, including the China Securities Finance Co., Ltd. (Zhengjin) and
the Central Huijin Investment Ltd. (Huijin) selectively entered and bailed out the stock market. From the perspective of indi-
vidual stock returns and volatilities, it is debatable whether the National Team's stock selection strategy contributed to the sta-
bilization of the stock market.

Based on the data of Shanghai and Shenzhen A-share listed firms in the first half and the second half of 2015, this study
focuses on the National Team's bailout behavior after the stock market crash in 2015 and analyzes the National Team's stock
selection strategy, and then empirically tests the role of the National Team's stock selection strategy on the stabilization of the
stock market from the perspective of individual stock returns and volatilities, and whether there are differences in the stabiliza-
tion effect between state-owned enterprises (SOEs) and non-state-owned enterprises (non-SOEs), between Zhengjin and Huijin.
This study discusses the main paths through which the National Team's shareholding affects the returns and volatilities of indi-
vidual stocks, as well as the connection between these paths and internal governance mechanisms.

The results show that the National Team's shareholdings significantly mitigate the negative effect of stock market crash on
individual stock returns, and decrease the volatility of individual stock returns exacerbated by stock market crash. The stabiliza-

tion effect is more significant in private firms, and the stock market stabilization effect from Huijin’s shareholdings is more sig-
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nificant. From the perspective of excess returns and volatilities, risk-adjusted returns, investors’ heterogeneous beliefs and
volatilities, the National Team’s stock market stabilization effect still exists. Further research shows that the stabilization effect
of the National Team is more significant in the samples with higher analyst coverage, lower information content of stock price,
higher proportion of senior executives’ shareholding and lower proportion of related party transactions. This suggests that the
National Team may achieve positive stabilization effect through signaling effect and information governance effect, and these
effects are complementary to internal governance mechanism.

This study proves the role of the National Team's stock selection strategy on the stock market stabilization from the as-
pect of individual stock returns and volatility, enhances the research on the National Team's stock selection decision and the
economic consequences of government bailout. Meanwhile, the results also show that the National Team's bailout behavior has
a more significant effect on resolving the financial risks of private firms, and the bailout team with greater independence in
stock selection can play a more positive role, which provides empirical evidence for the stable development of China's finan-
cial market. In addition, the complementary relationship between the National Team's stabilization effect and internal gov-
ernance effect provides enlightenment for listed firms to improve internal governance mechanism and for the National Team's
investment decisions.

Keywords: National Team's shareholdings; stock market stabilization; individual stock return; return volatility; stock selection
strategy
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