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Effect of the Restriction of Short Selling on the Stock Market
ZHENG Zhen-long YU Lin ZHANG Rui

Abstract: Though frequently mentioned as an important innovation, for many, short selling still arouses some doubts. Even in many
countries with developed capital market, there are still some restrictions on short selling. As a result niore than a few people have
expressed their arguments against introducing short selling mechanism into China. As a matter of fact, short sale is not as terrible as
what it is thought to be in many minds. This paper, both empirically and theoretically, illustrates the impacts of short selling on the
efficiency of stock market and demonstrates that there is no distinct relationship between short selling and market crash.

Key words: short selling; market efficiency; market crash
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