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Abstract

Abstract

As the increasing number of dual-listed companies in Chinese stock market and
Hong Kong stock market, the persistent and significance price disparity between A-
and H-Shares has received more and more scholars™ attention.

This paper first described the characteristics of price disparity of A- and
H-Shares of dual-listed companies, and then by using Levin-Lin-Chu panel unit root
test, we found that this price disparity was stable, which was still valid after
classifying companies according to their circulated stock value (CSV). Furthermore,
our test by classifying also discovered that after one-time shock, the price disparity of
A- and H-Shares of high and low CSV tended to converge to its half-life equilibrium
level in 40 and 56 trading days respectively.

This paper also studied the speculative meaning of turnover rate of A- and
H-Shares. The empirical evidence of cross-section regression suggested that it was
improper for taking turnover rate as the proxy variable of liquidity in existing relevant
empirical studies. The characteristic of A-Shares turnover rate and the explanation of
liquidity factor were inconsistent, so it was probable to reflect its speculative feature.

Besides, the analysis of price disparity of A- and H-Shares of dual listed
companies were more concerned about its influencing factors. The majority of
empirical results supported the fact that it was the difference in liquidity, supply and
demand, and information asymmetry that explained the price disparity. This paper
used monthly data of 49 dual listed companies to do the empirical test about
influencing factors of price disparity, and paid more attention to the role of
speculative factor in explaining the price disparity. The empirical evidence suggested
that speculative trading factor played a significant role in explaining the price
disparity, at meantime, liquidity factor, information asymmetry, market condition also
contributed to explaining the price disparity.

In all, this paper believed that by further improving stock trading mechanism,
developing institutional investors, expanding investment channels will be helpful to

reduce the price disparity, and on that basis, to establish an effective arbitrage
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Abstract

mechanism will greatly change the market segmentation between these two markets.

Key Words: A- and H- Share Price Disparity, Speculative Factor, Turnover Rate
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