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ABSTRACT

Why are there stock market anomalies such as IPO underpricing, in stock market
which should be “efficient” in the classic capital asset pricing theory? Why are there
bubble and crash in stock market which should be equilibrium in the classic capital
asset pricing theory? Especially Chinese Stock market has been and is experiencing
big bubble and crash. Based on the two basic characters of Chinese stock market,
heterogeneous beliefs among investors and limited short sales, this paper provide a
story in reason about the phenomena without reason.

In Chinese stock market, higher dispersion of beliefs is implied by the investors
structure composed mainly of private investors and the blocked information diffusion.
And there are high short sales costs in Chinese stock market now and in the future.
The asset pricing theory based on heterogeneous beliefs predicts that stock price will
reflect the optimistic view in the stock market with heterogeneous beliefs and
short-sales constraints because the limited short sales constraint the trades from the
investors with the lowest valuations. The stocks with higher dispersion of opinions are
more overvalued in the short run and earn lower future returns. In the dynamic world,
heterogeneous beliefs will induce the resale option with positive value whereby the
current buyer is willing to pay above his or her own fundamental valuation because
the buyer believes that in the future he or she will be able to sell the stock to other
optimistic agents for a better price. This action causes a speculative bubble in the
stock market. However, because of short-sales constrains, the originally bearish
investors” information is not revealed in prices. When other previously bullish
investors bail out of the market as information flows, the originally bearish ones may
become marginal “support buyers” and more will be learned about their signals. Thus
accumulated hidden information comes out during market declines. Stock price
crashes.

In the stock market anomalies, such as IPO underpricing, momentum effect,
earnings drift, stock price actions in the same behavior which is short-term overvalued
and long-term underperformance just as the heterogeneous beliefs theory predicts. In
the third chapter, an empirical research is explored about the relation between the
heterogeneity of beliefs and Chinese stock market anomalies. The research shows that
heterogeneous beliefs induce the premium of IPO in the secondary market and
moment profits.

The evolvement of investors’ opinions results in the bubble and crash of Chinese
stock market. The fourth chapter explores empirical evidence that inflation illusion
and resale option which induced by heterogeneous beliefs provide a story for Chinese
stock market speculative bubble. But the evidence suggests that the heterogeneous
beliefs may provide a more coherent explanation for the level and the volatility of the
bubble of Chinese stock market. And also the heterogeneous beliefs forecast the crash
of individual stock price and market price in Chinese stock market as showed in the
fifth chapter. The private information of those relatively bearish investors who
initially sidelined by the short-sales constrain is more likely to be flushed out through
the trading process when the market is falling. Relative to bubble, stock markets more



likely melt down. The return will be more negatively skewed conditional on higher
heterogeneous beliefs.

The main contributions of this paper include: (1) first analysis of Chinese stock
price behavior with heterogeneous beliefs theory; (2) new explanation and
understanding about Chinese stock market anomalies; (3) first bubble estimation with
dynamic residual income valuation model based on the vector-autoregressive and
log-linear asset pricing framework and first empirical research of resale option
hypothesis in China; (4) analysis of Chinese stock market crash with heterogeneous
beliefs theory and give the skewness character of Chinese stock return distribution.

Key Words: Heterogeneous Beliefs; Stock Market Anomalies; Bubble and Crash
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BT S A B AN B e i B TR S A ) A S B e AN BRI
KW, N&RfF% (Financial Anomalies). %= ks il ik 5 F2 2k LR P20 %
BeANVERIBE FUAR AL T RS (BRI, A5 3 T T3 B T MV 2 SEUER TS
Ry NG LA B BR 2R S — A B B0 7T BT A A3

R 554 (Heterogeneous Beliefs) J& F5 AN A #% %8 & X AH [ S A0 R A 1R
W2k o A B AN E T, HER R WL i (Difference of Opinions). MSZEEF
MEE, UG SRIET N EARRE . T FUE SIRIER 25, A6
AR THREEASAE S = POk, WANZER, WH RS FAR ST %E B
BB UETE AN RS54 . IR B8 X SRS R AN R, A TR IR 1T .

HJ2 28 LI B 72 58 AN BRAR 2002 78 B — BRPEACR N R RSk i o PRk
TESEbRAp L T VR 2 0vE AR Gl e A B i R Bl 5 20T ARt (Efficient
Markets Hypothesis, EMH) #iETSWILER, MEmTSR. S&RF%, LK
SRR I, RIS GRS A E L JL 57 BRI AE AL T B I 5
M HIEAT . Miller (1977) MR R RRE&SINT = E b, _H T 7
JAE S A2 7 BRI S A AT S R AR SR . Al Dy, T 52 B 53 i AE A S
7 BRABIRISENA R AR RRE RS BE R B 8 2 SE AT IR, AR A4 3
HIR A2 23275 IR A RE R RIEMS 5T 5, HEE RSN E 2R
W TR R F R, G T RN AR A LS R il BEAE S BRI
&, LEREHFIESEEET — 30, B RIERELME, A=A —A A
EAG R RS o X — BAREBUE R, B SR AT 52 11T 3 3 AR
AT R R A B2 S

IEJETE Miller FIFEAL 1, 5 2 2238 7E S 5] (R 3501687 23 BT HE B2 1 At (00 0L il 17
B IEBHAUE (0 Morris, 1996%: g4k, dKkskAs, 2006815, F KB
R AEF SR HESE T R IFI, (ESHT B L C 20K HAh Je B 3 S HESE (ke
RI5E, 20061 BREBE. £, 2007CD. FRHLEN SRR ESKSIETE LI,
FE—MFAEM B 7 TR S ML IR T b, BT rRs e AR EE, st
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R EFF.

F R 5 B SR ARl by, 57945 AR 552 2 B ) 58 e b 221 i 5 et 2
WHFE . R, eIl NSRS & SEB I A JE R, L A X 3 e i S A
FEAT R I 5 e 0 LA I R

Hh EIE F5 0 B B S 2 7 2008 SEIRAT (b E B AT R k)
Clopdgiht, REEATIHEENEE W~ R TS SR, P
FEE IR/ RIEAEEE 7. #k 2007 4R, N AT 9 51.29%1 43401,
UEZF R BT R 5 5 25.68% I AL, — AN LFY % B8 & A 16.63% T 47 4l .
RFER — MR E A, JoE T RENE SRR 2 AR 5 o8 E . FERE H Al
T % P R RO R S B A SR R BAT N NN
IZNAL™E, TRy T RS B K 4 A T R 5, S8 2 A
FH B8 2 I S & 2 53R A

FE— M AN E AT, BEENZHE K WK B,
U UL R A T IRANAAE], RS FNEFFRFAT AT, 2B s — &
B IRIUE RIEEARE, 83 WD — MAEERU, BT# S, mi
R I 3 AN B T8 BT A TRDAS [ o R R Rk R R 145 R T R
e AR RN . Bilan, —L BV R EIHT 2 2RI B AT RERHAT L A 4% 5
M5 A X, AR E@ B H TR A G . R R A TR M
FREMERIUE R . — R TREFETRAEELE ARG, FFHETHCH
HIWT, S — AT REIR T IR B R B ST B XRS5
W EHR TR H A I R R & Bk, RS & A 2 3R E I S T
— AN FEAKHE .

51, B B T ATAE A W R R 2 S PR . AR H AT R A
WBRCEHANNNTIET, HRA R AR, RMEEREE KM AT S,
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A AT B AR — B S A 7598 2 A7 A BRI s P S 28 A

PRI, oo 3 R 1T i O BE FEAEAR , e SRAS e AL R T o A7 A2 ™ B
S A 7 P 2 7 PR ) T S AR o e T R 23 i 3 ) 0 R 2 A 3 R )
FPRES TP 0, BRI A SGE S22 ROV RS 5t AER TTRHMTER . A
ST B S TS & AL, B A NSRS & 1 A PR TR R R RS (AT
NFHIE

MERR EA, T B AR A% S A MR, I e 52 T 37 g ek 5 o £ A 2
ARGE TR “SBtdn” (k4. 5Kk 2006°D), il xR EAGE M= 10T
o RS B P A AR BRI FE ] DS I s ILAE 08 5 AT 3 T AN S R L AR
FEEMATFEIRTC . 7, R RE SRR SO ] DO e B E R R
T BISEAS ML 1 RS2 2L T BE T R S5 AL A DX 7 A R s i i (1 3L 18
SERRATATAEPE RS . WE B, @A T LTS 5% 1 ERE
HATI TSR T, FE BRI RS AT U AVRFAE o X SR 737 A 30 58 5 A
EEWEREL,

1. 2 ARBE. ARFESEEVH

1. 2. 1 W5HEEg

AICEFENFFUE S, H E R E M AEAT RME . AT 5 8 AR
RE -, WERSBIShAS BB AT T

B MR T R R A, PR R IUE SHIER .

A, T RS SRR E M B i E IR, AE TS RGN T
BT E M B P A RERPRER) “ BRE R R MRS E MBS, K
PEPE Z TS B8 1 22 S U T AR G R G 7E— AN R BRI |, %t
PRI RS BEAE A 78 43 S REETIRIE S, 3 25 (45 B AN B TN A Sk 1) B = AN A FH U
To SR, BORERZ FSHERT ORI, AT IFAEV 2 ARG 5 & i BRI ik
B PL S, 10 IPO 2 ik Bl & 4% N (Momentum Effect) . 2% 4 7E 4% (Earnings Drift)
Lo BRI SRR R . N T XERLR SN S B ARRE, P2 T
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g g E i B b T RERRZHAMEIE, (HiZ45RIFAFA (Shiller,
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—I[A i & (Homogeneous Beliefs), M 7 J5i{5 & 1A B - 4R 5% 7= e i B B0 4 o
1 TR & ] B T 4 R A IR A, RIASAE SE (B S R A E R i AR i by b, $88%
B IISZ AT AW B — @ FEFE BRI o 4 FRAT K S22 BRI R0 S o A5 e g5 A A — ik
IR, AT SRR, — EINZEE SRR V2 b R AT DX B 4L
FHT R EIS AR, MIAIT R T ST SRS . RERE TSR E SRS K
& A AR R B AR, B 2 AH SR 7t 3R B 3R B A7 AR 5 08 [ X SR U I T )
FH. B, A =R e RE R IR T R R AT, SEURR R R
Prig i BELH) “RR7 BB 5RIESH K.

F, Bt sele) 2 — MR E ., DUACHIL R A5 & 5 M R SR A s A7 B R
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X 5 R AN SRR E A IR BB EH —RE R T, ISR
J AT 2 IS T S IR AN 2 BRI R T i B A SR ] MR AN R R T )
PRSI G, AR SERR bR AR TR PR TR o G SRR N I SR AR 2R
OIATAEAE T B R TS &, A AR ST BRI VSR, B T B IS A S BB S,
W27 R DL s (R M A I 52 8 65 4 FLAth BE AR BOML 2% o IR AE SE B iAe) i 17
R S T B v 2 AT Jy o WIIBUA R, #1947 N TR R
BB R TR — 24, RBE BRI A SR E s, &
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HE S T 9 B VR A R T i e SRR 1R 13 A A I S . AR IX — S AR P
W ECABAEY], (HSIE R BT B 78 70 MRS o Horh — AR PR 2 Kk [
KM BEAR T I ANAFAE P2 S BR ), DRI X 37 A5 7 P SEUE AL 36 28 By 52 3 32
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S AR R E R ST KRR LGS BT 7 iUE S B e A BR
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R % 17 M Tk R A A S R AR I 1 AT R S SRS Z2 BB 3R o S N AT
7 ARG T AR I SR AR A IR, AbAT T Bl A AN A e B AR T
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