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ABSTRACT

This study examines the dynamics and underlying determinants of integration based on

cross-listed Chinese A-shares and Hong Kong H-shares from January 1996 to December

2016. We focus mainly on three liberalization reforms: the qualified foreign institutional

investors (QFII) policy, the qualified domestic institutional investors (QDII) policy, and

the Shanghai-Hong Kong Stock Connect program. Our results show that the QDII policy

has significantly increased the integration between the Mainland China and Hong Kong

stock markets, although the extent to which any stock has been affected is partly

dependent upon certain firm-specific characteristics, including liquidity, market value,

and volatility. However, we do not document the similar effect of the QFII policy and the

Shanghai-Hong Kong Stock Connect program on the integration dynamics.

 KEY WORDS: A-shares and H-shares cross-listing dynamic integration QDII

Shanghai-Hong Kong Stock Connect



 

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/mree20
https://www.tandfonline.com/loi/mree20
https://www.tandfonline.com/toc/mree20/54/13
https://www.tandfonline.com/toc/mree20/54/13
https://www.tandfonline.com/journals/mree20
https://www.tandfonline.com/author/Yuan%2C+Di
https://www.tandfonline.com/author/Zhou%2C+Xiafei
https://www.tandfonline.com/author/Li%2C+Shan
https://doi.org/10.1080/1540496X.2017.1410128
https://www.tandfonline.com/action/clickThrough?id=5931&url=%2Fr%2Fsubjectsample-efbi&loc=%2Fdoi%2Fabs%2F10.1080%2F1540496X.2017.1410128&pubId=52277029&placeholderId=1074&productId=3092
https://www.tandfonline.com/doi/full/10.1080/1540496X.2017.1410128?scroll=top&needAccess=true
https://www.tandfonline.com/doi/figure/10.1080/1540496X.2017.1410128?scroll=top&needAccess=true
https://www.tandfonline.com/doi/ref/10.1080/1540496X.2017.1410128?scroll=top
https://www.tandfonline.com/doi/citedby/10.1080/1540496X.2017.1410128?scroll=top&needAccess=true
https://www.tandfonline.com/doi/metrics/10.1080/1540496X.2017.1410128?scroll=top
https://www.tandfonline.com/doi/permissions/10.1080/1540496X.2017.1410128?scroll=top
https://www.tandfonline.com/doi/abs/10.1080/1540496X.2017.1410128
https://www.tandfonline.com/keyword/A-shares+and+H-shares
https://www.tandfonline.com/keyword/cross-listing
https://www.tandfonline.com/keyword/dynamic+integration
https://www.tandfonline.com/keyword/QDII
https://www.tandfonline.com/keyword/Shanghai-Hong+Kong+Stock+Connect
https://www.tandfonline.com/
https://www.tandfonline.com/action/showCart?FlowID=1
https://www.informa.com/privacy-policy/


Acknowledgments

We thank Haocong Song for his excellent research assistance. We are also grateful to

the editor and anonymous referees for helpful suggestions.

Notes

1. Market integration is generally defined as the correlation between markets, which

show different expected returns. As Bekaert and Harvey (1995) argue: “Markets are

completely integrated if assets with the same risk have identical expected returns

irrespective of the market.” and “If a market is segmented from the rest of the world,

its covariance with a common world factor may have little or no ability to explain its

expected return.”

2. Cai, McGuinness, and Zhang (2011) hypothesize a decrease in H-share price discount

relative to A-share price, indicating an increase in cointegration between A- and H-

shares.

3. As the Shanghai-Hong Kong Stock Connect scheme only has impact on companies

listed in Shanghai, we have also examined the impact based on the companies listed in

Shanghai and found qualitatively similar results. We thank an anonymous referee to

point this out.

4. According to Securities Daily, QDII have invested almost 70% of their net assets into

Hong Kong until September 2016.

Additional information

Funding

This project is supported by the National Natural Science Foundation of China

[No. 71790601], the National Social Science Foundation of China [No. 15CTJ010], the

Fundamental Research Funds for the Central Universities [No. 20720151042], and the



Project of Social Science funded by the Education Department of Fujian Province

[No. JAS160024]. Xiafei Zhou acknowledges the support from the Fundamental

Research Funds for the Central Universities.

Related research 

Recommended articles Cited by 

5

Information for

Authors

R&D professionals

Editors

Librarians

Societies

Open access

Overview

Open journals

Open Select

Dove Medical Press

F1000Research

Opportunities

Reprints and e-prints

Advertising solutions

Accelerated publication

Corporate access solutions

Help and information

Help and contact

Newsroom

All journals

Books

 Sign me up

 

 

Keep up to date

Register to receive personalised research and resources

by email

Copyright © 2024 Informa UK Limited Privacy policy Cookies Terms & conditions

Accessibility

Registered in England & Wales No. 3099067 

5 Howick Place | London | SW1P 1WG

People also read

https://authorservices.taylorandfrancis.com/
https://taylorandfrancis.com/who-we-serve/industry-government/business/
https://editorresources.taylorandfrancis.com/
https://www.tandfonline.com/page/librarians
https://www.tandfonline.com/societies
https://www.tandfonline.com/openaccess
https://www.tandfonline.com/openaccess/openjournals
https://www.tandfonline.com/openaccess/openselect
https://www.tandfonline.com/openaccess/dove
https://www.tandfonline.com/openaccess/f1000
https://taylorandfrancis.com/who-we-serve/industry-government/marketing/
https://taylorandfrancis.com/partnership/commercial/advertising-solutions/
https://taylorandfrancis.com/partnership/commercial/accelerated-publication/
https://taylorandfrancis.com/who-we-serve/industry-government/business/purchasing-options/
https://help.tandfonline.com/
https://newsroom.taylorandfrancisgroup.com/
https://www.tandfonline.com/journals?&pageSize=3000
https://www.routledge.com/
https://taylorandfrancis.formstack.com/forms/tfoguest_signup
http://facebook.com/TaylorandFrancisGroup
https://twitter.com/tandfonline
http://linkedin.com/company/taylor-&-francis-group
https://www.youtube.com/user/TaylorandFrancis
http://www.weibo.com/tandfchina
https://www.informa.com/
https://informa.com/privacy-policy/
https://www.tandfonline.com/cookies
https://www.tandfonline.com/terms-and-conditions
https://www.tandfonline.com/accessibility
http://taylorandfrancis.com/
https://www.addtoany.com/share

