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Table 5 Stock Market Liberalization, Institutional Herding and Market Pricing Efficiency
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Table 6 Exclude the Possibility of Institutional Investors Following Each Other

OLSH# A 5] 5 5 AT
Dhe; AShk; s Dhe; Dhe;; AShk; s Dhe;;
(1) (2 3) 4 (%) (6)
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Table 7 Changing the Sample Time Period
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2013 Z 2019 4, I T A AR AR X 8] 2 2009 2 2019 4F
B B0 8 SR, fR T TR R TR R AR B A s > T
PO AF, X A RE AR ek 2 R 7720, B R T FTAL, TEiR
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Table 8 Placebo Test

R Sl s} ) A A8 P A R S T A T =41
OLSHiAY [2] R S AR TR OLSHiAY (2] S 54 oy A Y
Her Her Her Her
(1 2) (3) 4
. 0.009 0.019"
" (1.465) (2.687)

» - 0.011 ~0.009 —0.004 0.001
o8 (- 1.365) (- 1.123) (- 0.401) (0.116)
s P 0.008 0.004 -0.007 -0.015"

renros (1213) (0.591) (- 0.933) (- 1.978)
A i el il a4l el
A7\ [ 2 Rng P E il il R
AR [ RE ROV bl ikl Pkl Pt
HEA 9190 9190 9190 9190
R 0.045 0.035 0.045 0.035

RITBEFHTEELESAHRTFHREDEE

Table 9 The Variables without Winsorization and the Exclusion of Interference Year Data

AR AR A T4 R AL PR

SR 165F . 1T 14450
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1 @) 3 4
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Table 10 The Test Result for Sub-samples of Shanghai A-Shares and Shenzhen A-Shares
BT AREREAR P AR
OLS#E#Y [ 5 5 A OLSH A I A5 I A AR
Her Her Her Her
€)) (2 3 6]
. 0.001 0.005
re (0.104) (0.708)
p -0.013 -0.009 0.023 0.018
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Trex P 0.027" 0.032"" 0.014 0.021"
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A7l [ 5 5007 I A il A
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Table 11 Propensity Score Matching
— Differences-in-Differences Model

OLSHAY [P 5 K A 7R
Her Her
1) (2
004
Tre (8.2(1)1)
Pos -0.024" -0.018
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A7l [ 2 R il ARFE
A ] 2 R0 il il
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Table 12 Influence Mechanism Analysis: Information Disclosure Quality

OLSH! [#5] 2 S5 AR AR OLSHAY [P A A AR
Her Her
KV KV
0] 2 3) 4 ®) (6)
AKV =1 AKV =0 AKV =1 AKV =0
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Table 13 Heterogeneity Test: Heterogeneity of Investor Ownership, Growth and Property Rights of Enterprises in Hong Kong

T B E R ok FAAE R S DN PEAUE B S
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€)) ) 3 G)) () (6)
e 0.004 0.003 0.003
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Stock Market Liberalization and Spurious Herding: The Evidence from
the “Shanghai-Shenzhen-Hong Kong Stock Connect” Mechanism

LI Qinyang, SHI Yujie, HE Liping, LIU Xiangqiang
College of Economics and Management, Southwest University, Chongqing 400715, China

Abstract: As the most significant institutional innovation in the stock market liberalization process in China recently, the
Shanghai-Hong Kong and Shenzhen-Hong Kong Stock Connect has promoted China’s capital market into a new stage of high-
level opening-up. Since the opening of the Shanghai-Shenzhen-Hong Kong Stock Connect, the eligible firms that are subject to
the Shanghai-Shenzhen-Hong Kong Stock Connect have been favored by institutional investors such as securities investment
funds, showing an obvious phenomenon of “fund holding together” . However, some non-Shanghai-Shenzhen-Hong Kong
Stock Connect eligible firms received little attention and positions from institutional investors during this period. Therefore, it
is necessary to explore the impact of stock market liberalization on the herding behavior of institutional investors.

China’s A-share listed companies in Shanghai from 2008 to 2020 and A-share listed companies in Shenzhen from 2012 to
2020 were selected as initial samples, and staggered DID was employed to examine the effect of stock market liberalization on
institutional herding. Further, if the Shanghai-Shenzhen-Hong Kong Stock Connect does trigger institutional herding, the au-
thenticity of this herd behavior can be distinguished by analyzing the relationship between institutional herding and market pri-
cing efficiency. At the same time, this study examines the mechanism through which stock market liberalization affects institu-
tional herding.

This study finds that compared with non-eligible firms, the Shanghai-Shenzhen-Hong Kong Stock Connect intensifies in-
stitutional herding in eligible firms. Moreover, after the launch of the Shanghai-Shenzhen-Hong Kong Stock Connect, for the
eligible firms with more serious institutional herding, the stock mispricing phenomenon has been corrected, and the stock price
delay has also been reduced. The above research results indicate that institutional herding triggered by the Shanghai-Shenzhe-
Hong Kong Stock Connect is spurious herding driven by common information, which is conducive to the faster integration of
information into stock prices and the improvement of pricing efficiency in the capital market. Further research shows that the
Shanghai-Shenzhen-Hong Kong Stock Connect mainly enhance the spurious herding by improving the information disclosure
quality of the eligible firms. The results of the Heterogeneity tests show that the promoting effect of the Shanghai-Shenzhen-
Hong Kong Stock Connect on spurious herding is stronger among firms with Hong Kong investors in the top ten shareholders,
firms with high growth, and non-state-owned firms.

This study helps to deepen the understanding of the theory of institutional herding, clarifies the economic consequences of
stock market liberalization, and has an important reference for speeding up the construction of an open economic system.
Keywords: stock market liberalization; herding behavior; institutional investors; Shanghai-Shenzhen-Hong Kong Stock Con-
nect; market pricing efficiency
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