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ABSTRACT

Since the establishment of NEEQ, the number of listed companies is increasing
rapidly, but the activity of stock trading is not enough. This paper studies the relationship
between stock price informativeness and the activity of stock trading under market maker
system of NEEQ.

Firstly, this paper studies the stock price non synchronicity to indicate the stock price
informativeness of the first 43 stocks taking market maker system under NEEQ, then
compares the stock price informativeness of NEEQ, GEM and NASDAQ. Secondly, this
paper studies the ability of accounting information to interpret the stock price. Lastly, this
paper studies the relationship between the turnover of trading and stock price
informativeness. This paper founds:

1. The stock price informativeness of NEEQ market maker system is high. Only
11.85% of the stock price movement is affected by the market. And the accounting
information can explain 61.89% of the stock price differences.

2. The stock price synchronicity of GEM is about 33.56%, but only 13.77% of
NASDARQ. So the stock price informativeness of NEEQ is higher than GEM, but has no
significant differences with NASDAQ. The reason is that these three markets have
different degree of development, different investor types and investing styles.

3. The stock price of NEEQ has some degree of accounting information, EPS is the
main factor for market maker to price stock. The marginal P/E of NEEQ market maker
system is about 10.

4. There is a significant negative correlation between the stock price informativeness
and activity of stock trading under NEEQ market maker system. So the activity of stock
trading of NEEQ can be improved by decreasing the stock price informativeness,
increasing the co-movement of stock price.

5. There is a significant negative correlation between the risk of stock and activity
of stock trading under NEEQ market maker system. So the investors in NEEQ is risk
averse, they prefer the low risk stocks.

The conclusion of this paper is meaningful practically for providing ideas and
methods to solve the activity of trading problem of NEEQ.

Keywords: Market Maker System of NEEQ; Stock Price Informativeness; Activity of
Stock Trading
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