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Abstract

This article explores the potential existence of comovements between the stock prices

in Mainland China and Hong Kong. The cointegration test shows that the prices of a

substantial number of A shares and H shares have started to cointegrate with each

other after the launch of the Closer Economic Partnership Arrangement in recent years.

This confirms the role of increased financial openness in accounting for the stock

market comovements between Mainland China and Hong Kong.

Notes

Previous article View issue table of contents Next article 



 

We Care About Your Privacy

We and our 845 partners store and/or access information on

a device, such as unique IDs in cookies to process personal

data. You may accept or manage your choices by clicking

below, including your right to object where legitimate

interest is used, or at any time in the privacy policy page.

These choices will be signaled to our partners and will not

affect browsing data. Privacy Policy

We and our partners process data to provide:

Use precise geolocation data. Actively scan device

characteristics for identification. Store and/or access

information on a device. Personalised advertising and

content, advertising and content measurement, audience

research and services development.

List of Partners (vendors)

I Accept

Essential Only

Show Purpose

https://www.tandfonline.com/
https://www.tandfonline.com/action/showPublications?pubType=journal
https://www.tandfonline.com/rafe20
https://www.tandfonline.com/loi/rafe20
https://www.tandfonline.com/toc/rafe20/17/16
https://www.tandfonline.com/toc/rafe20/17/16
https://www.tandfonline.com/journals/rafe20
https://www.tandfonline.com/author/Su%2C+Qian
https://www.tandfonline.com/author/Chong%2C+Terence+Tai-Leung
https://www.tandfonline.com/author/Yan%2C+Isabel+Kit-Ming
https://doi.org/10.1080/09603100600993760
https://www.tandfonline.com/action/clickThrough?id=5931&url=%2Fr%2Fsubjectsample-efbi&loc=%2Fdoi%2Fabs%2F10.1080%2F09603100600993760&pubId=41195424&placeholderId=1074&productId=3092
https://www.tandfonline.com/doi/full/10.1080/09603100600993760?scroll=top&needAccess=true
https://www.tandfonline.com/doi/figure/10.1080/09603100600993760?scroll=top&needAccess=true
https://www.tandfonline.com/doi/ref/10.1080/09603100600993760?scroll=top
https://www.tandfonline.com/doi/citedby/10.1080/09603100600993760?scroll=top&needAccess=true
https://www.tandfonline.com/doi/metrics/10.1080/09603100600993760?scroll=top
https://www.tandfonline.com/doi/permissions/10.1080/09603100600993760?scroll=top
https://www.tandfonline.com/doi/abs/10.1080/09603100600993760
https://www.tandfonline.com/doi/full/10.1080/09603100600993752
https://www.tandfonline.com/toc/rafe20/17/16?nav=tocList
https://www.tandfonline.com/doi/full/10.1080/09603100500447586
https://www.tandfonline.com/
https://www.tandfonline.com/action/showCart?FlowID=1
https://www.informa.com/privacy-policy/


 ‘H-share companies’ refer to the Chinese companies which are incorporated in

Mainland China and listed in Hong Kong. ‘A shares’ refer to the stocks issued by the

domestic companies in Mainland China and are traded in RMB by domestic investors

only.

 Both the Shenzhen and Shanghai Stock Exchanges are included.

 We find that both the HSI and the H-share Index are highly cointegrated with the SHA.

The cointegration test results are reported at the end of . In fact, the two Hong

Kong Indices, HSI and H-share index, are found to have a strong correlation of 0.86 in

the sample period.

 The unit root hypothesis cannot be rejected for any of the 29 stocks when no drift or

trend term is included (Equation 1). The same null hypothesis is rejected for 2 stocks

only when the drift is included but not the trend (Equation 2). The results for these two

specifications are available upon request from the authors.

 The results for j = 3 are available upon request.
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