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Abstract

On March 31,2010,the official launch of securities margin trading, ended the
China Stock Market "long-term unilateral” pattern. Whether the introduction of
securities margin trading can improve the operation of China Stock Market,academics
and insiders have different opinions. In view of this, the paper attempts to explore the
influence of securities margin trading by analyzing the deal date of Shanghai stock
market. Firstly, the paper studies domestic and foreign related literature about
securities margin trading, in order to determine the direction for further research and
ideas. Secondly, the concept of securities margin trading, the development history of
securities margin trading, securities margin trading patterns, the impact of securities
margin trading on the stock market, the influential factors of the stock market
volatility and liquidity, the influence mechanism of securities margin trading on the
stock market volatility and liquidity are analyzed in detail, so as to lay a good
foundation for the following empirical analysis. Then, the paper selects Shanghai
stock market as the research object, using VAR model, Granger causality test, impulse
response and variance decomposition method, to make empirical analysis of securities
margin trading’s impact on china stock market volatility. Finally, combined with the
empirical results and the actual situation of China stock market, we suggest a few
improvements, such as lower barriers to entry, improving the mechanism of securities
margin trading and securities company's internal system construction, enhancing
investor’s education and so on, for the future development of securities margin
trading.

The conclusions of the paper are as follows:

(1)Securities margin trading has certain inhibitory effect on the volatility of
China stock market, but the effect is not significant.

(2)Securities margin trading’s impact on the liquidity of China stock market has
two sides, but the effect is not significant.

Key words: stock market, securities margin trading, liquidity, volatility
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