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ABSTRACT

This paper combined disagreement of opinions asset pricing theory with market segmentation
together based on the A + H dual-listed companies, analyzing the disagreement between investors
based on the earnings information on stock pricing. Based on Yongdong Shi and Fengyu Li (2012)
and Jing Lu (2011) model, this paper set six models in two markets by adding disagreement of
opinions and short-sales constraints proxy variable. This paper used unbalanced panel data from
2007 to 2015 of A share market and H share market, studying the impact of disagreement of
opinions and short-sales constraints on the cumulative excess returns after the annual report. At the
same time, there was no margin before March 31, 2010 in A share market, while most previous
studies separated A share market data from March 31, 2010,which may not reflect the changes well
of A share market before and after the start of margin. Therefore, this paper used A share market as
the research object, studying the influence and changes of disagreement of opinions and short-sales
constraints proxy variables before and after the start of margin by comparing performance before
and after March 31, 2010 in A share market, in order to analyze the impact of the introduction of
short-sales on the stock pricing.

We found that: (1)the coefficient between the disagreement proxy variables and cumulative
excess return after annual report is both positive in A share market and H share market, indicating
that the disagreement of opinions obtain a risk compensation as a risk factor; (2) due to the
differences in trading mechanisms and information processing capabilities between the two markets,
the same degree of disagreement will have a greater effect on the cumulative excess return in H
share market than in A share market; (3) the coefficient between short extent and short-term
cumulative excess return is positive, but in the long term there exists inversion phenomenon. The
positive correlation between short extent and cumulative excess return in the short term supports the
Miller’s point in 1977, but this relationship reveals that higher short-sales does not result in lower
cumulative excess returns in the long run; (4) after the addition of the margin, in the time window
of [0 ,+ 3], [0, + 60] and [0, + 90 ], the 2011-2015 interval in the A share market reflects the

relationship better between disagreement of opinion, short-sales constraints proxy variables and



cumulated excess return, and is closer to the empirical performance in H share market. After the
introduction of short-sales, there is a big change in the whole environment of A share market.
Finally, this paper suggested that the relevant institutions should guide individual investors to
improve their professional level, reduce blind investment or speculation, and make rational
investment; also, establish a securities market with rational institutional investors, improve
investment efficiency, and reduce non-rational market fluctuations; reduce short-sales constraints

gradually, ease stock overvalued phenomenon in China, and prevents speculative bubble.
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