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Abstract

This paper takes A + H cross-listed companies as research samples during the period from 2012 to
2016, and studies the spread of A + H shares of sample companies before and after the establish-
ment of Shanghai-Hong Kong Stock Connect. The analysis of the premium rate of H shares of A
shares based on liquidity differences, demand differences, investor structure differences, financ-
ing cost differences, exchange rates, market conditions and industry factors. The results show that
the opening of Shanghai-Hong Kong Stock Connect has not reduced the premium of H shares of A
shares but instead widened the spread of H shares of A shares. Among the factors affecting the
premium rate, the effect of market liquidity is significantly positive, the impact of the demand
elasticity, financing cost and exchange rate is significantly negative. And the research shows that
the premium rate of the financial industry is significantly lower than the non-financial industry.
Finally, in view of narrowing the price difference of A shares and accelerating the market integra-
tion, this article put forward a number of policy recommendations.
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Figure 1. The premium rate of Sample Firms
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Figure 2. The trend of the interest rate and premium rate of RMB
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Figure 3. The trend of exchange rate and premium rate
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Figure 4. The trend of premium rate in financial and non-financial
industries
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Table 1. Original sequence unit root test

=1 RS AGRGE

B ADF it & P 1
Pre, 165.359 0.0000
Liquidity, 1642.38 0.0000
Demand, 179.942 0.0000
Perholding, 60.2537 0.9984
CF, 0.3104 0.8562
E, 0.01978 0.9902
R} 139.446 0.0000
R 154.744 0.0000
Table 2. Post difference unit root test
%= 2. —MEN FERMRELE
A ADF 4iit & P{H
Perholding, 7130.44 0.0000
CF, 160.020 0.0000
E, 130.823 0.0000
Table 3. Empirical results
= 3. ISR
T gm
e T I Il i
A —
- 0.002991™" 0.003579"" 0.001483™"
Liquidity, (14.74497) (7.425015) (5.231914)
-0.007580™" —-3.21E-07"" -9.17E-08"
Demand, (-9.121302) (~7.147564) (~2.106326)
- —1.372492" 1.038704™ 4.262206™"
Perholding, (~4.490494) (2.220974) (15.61402)
CF -0.150475™" ~0.522534™" -0.338823™
' (-25.31672) (—39.53459) (~40.09118)
£ -0.264924™" -0.372475™ -0.263162™
' (-13.51794) (—27.13213) (—23.48622)
R* —-0.110219 0.331941™" 0.130781
(—0.821465) (2.803441) (1.247274)
R" -0.668243"" —1.142750™" —1.069651""
(~4.288368) (-5.978629) (-6.820658)
. -0.328317" -0.612003™" -0.447520™
Finance, (~2.750879) (-3.908786) (~3.428750)
0.343925™"
HGT, (57.90334)
c 2.199525™" 3.731750™" 2.447335™
(16.11863) (29.71816) (24.09448)
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