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Abstract

We examine the roles of risk-sharing and other factors in stock price.revaluation during
a recent liberalization episode in China. Consistent with the theoretical prediction that
liberalizations reduce systematic risk, we find that risk-sharing explains approximately
one-fourth of the price revaluation of investible stocks during the eight-month window
between reform announcement and implementation. The firm-specific information gen-
erated by the reform is more efficiently priced intesstocks that have a higher degree of

market liquidity, information transparency, and informeéd trading.

JEL CLASSIFICATION: G12,G15, G18

Keywords: stock market liberalization, Chinese reform, risk-sharing, market

imperfections, asset pricing

*We thank Geert Bekaert (the Editor) and three referees for their very constructive comments, which led to
a substantial improvement of the paper. The paper has benefited from comments received from the Shanghai-
Hong Kong Development Institute Conference in 2015, and the International Conference on Applied Financial
Economics in 2016. Remaining errors are our own.

fChan: Faculty of Business and Economics, University of Melbourne, Parkville, VIC 3010 Australia; Email:
marc.chan@unimelb.edu.au; Phone number: +61 3 8344 9488. Kwok: School of Economics, Merewether
Building, The University of Sydney, NSW 2006 Australia; Email: simon.kwok@sydney.edu.au; Phone number:
+61 2 9351 6607.



Download English Version:

https://daneshyari.com/en/article/5088065

Download Persian Version:

https://daneshyari.com/article/5088065

Daneshyari.com


https://daneshyari.com/en/article/5088065
https://daneshyari.com/article/5088065
https://daneshyari.com

