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Table 2 Measurement of Variables and Data Sources
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Table 5 Regression Test Results

hokE & #
R it

RO A A2 BE3 BR4 AL S
EX -0.329" -0.511" -0.367"" -0.276" -0.539"
1c 0.186"" 0.300°"" 0.325°" 0.200"" 0.295"**
FC -0.294 -0.285
FC-EX -0.165 -0.042
FC-IC -0.347°"" -0.122
HI 0. 010 0. 001
HI-EX 0.145" 0.180**
HI-IC 0.352°" 0.254***
CLC 0. 190" 0.174**
CLC-EX -0.260"" -0.229"
CLC-IC 0.533°"" 0.463 """
or -0.109 -0.313° -0.408"" -0.370"" - 0.188 -0.297 "
AGE 0. 056 0.103 0.188° 0. 129 0. 080 0. 120
SIZE 0. 004 0. 056 -0.025 0. 035 0. 024 -0.022
TH —-0.053 - 0.054 -0.049 - 0. 068 -0.087 —-0.095
VC/PE - 0. 056 - 0.046 0. 006 -0.022 —-0.048 - 0. 008
R 0.023 0. 084 0. 140 0.219 0. 281 0.383
F 0. 666 1. 794 2.182 3.759 5. 247 4. 960
Sig. 0. 650 0.093 0. 023 0. 000 0. 000 0. 000
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Table 6 Robustness Test Results

bhokE % %

AR

A6 A7 A8 EEI9
EX -0.570 -0.571"" - 0.506"" - 0.690""
ic 0.318°°" 0.400°"" 0.215*" 0.263""
SUR 0.331 0.344 0.441"  0.444°
SUR-EX -0.076 -0.087 -0.065 ~-0.059
SUR-IC 0.260° 0.271°** 0.109 0. 064
FC - 0. 044 - 0. 201
FC-EX - 0.048 0.016
FC-IC -0.116 —-0.058
HI 0. 016 -0.003
HI-EX 0.179°" 0.197""
HI-IC 0.304 """ 0.260"""
CLC 0.187*" 0.178""
CLC-EX -0.252** -0.239""
CLC-IC 0.501*** 0.464""*
DT -0.355"-0.344"" - 0. 147 ~-0.199
AGE 0.185" 0.172° 0.108 0.110
SIZE -0.079 -0.063 -0.092 -0.114
TH -0.059 -0.073 -0.104 -0.117
VC/PE 0.012 0.007 -0.024 -0.004
R 0.212  0.328 0. 344 0. 446
F 2.377  4.319 4. 646 4.613
Sig. 0.007  0.000 0. 000 0. 000
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Research on the Liability of Foreignness in the Stock Market

DU Xiaojun,SHI Yanhua,CAI Lingsha
School of Business Administration, Northeastern University, Shenyang 110169, China

Abstract ; The liability of foreignness( LOF) is an important research topic that has stimulated significant interest among scholars
and practitioners. However, most studies focus on LOF in the product market, and there is a lack of studies examining LOF in
the stock market. As LOF can affect firm performance in the stock market, it is necessary to understand and overcome LOF in the
stock market. Therefore, this study selects LOF in the stock market as the research object to enrich existing researches to some
extent. Based on the theories of information asymmetry and legitimacy, this study investigates the direct influence of information
deficit and legitimacy deficit on LOF. Moreover, from the existing research results, we try to discuss the moderating effects of in-
stitutional quality, the type of industiry and cross-listing on the relationships between the information deficit, legitimacy deficit
and LOF.

In accordance with the theoretical analysis, we developed some hypotheses and constructed a conceptual model. Then using the
sample of 145 Chinese foreign-listed firms from 2005 to 2013, this study made an empiriecal test for the hypotheses through SPSS.
The results suggest that the information deficit and legitimacy deficit had a significant and positive effect on LOF, That is to say,
when firms lack information and legitimacy in foreign stock exchanges, they will suffer LOF. Moreover, institutional quality sig-
nificantly weakened the positive effect of legitimacy deficit on LOF. The type of industry significantly enhanced the positive rela-
tionship between legitimacy deficit and LOF, but the type of industry significantly weakened the positive relationship between in-
formation deficit and LOF. Cross-listing significantly enhanced the positive effect of information deficit and legitimacy deficit on
LOF. According to the results, this paper provided strategies of making up the information deficit and legitimacy deficit to over-
come LOF, and management implications of choosing the host country with high institutional quality and exchange with high-tech
companies gathering to weaken LOF. Hence, the research is helpful for managers to overcome and weaken LOF of the Chinese
foreign-listed firms.

This study makes several contributions to the current literature on LOF. First and foremost, this study extends the research about
LOF to the stock market. It indicates that firms in foreign stock exchanges should consider LOF, and take measures to overcome
LOF. Secondly, this study provides a new perspective, i. e. the perspective of LOF to explain the phenomenon of home bias.
Thirdly, we study on the boundary conditions between the information deficit, legitimacy deficit and LOF. Whats more, we point
out the direction for further research at the end of this paper.
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