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Abstract

Since the launch of Shanghai-Hong Kong Stock Connect in 2014 and Shenzhen-Hong Kong Stock Con-
nectin 2016, “Northbound funds” have flowed from Hong Kong to the Chinese mainland to trade stocks
on the Shanghai and Shenzhen stock exchanges. Based on the VAR model, this paper explores the in-
teraction influence between the flow of Northbound funds and the fluctuations of the major market

WESIH: k8K PRE. RGBS RPN s )], N Bt g, 2025, 14(5): 312-318.
DOI: 10.12677/aam.2025.145260


https://www.hanspub.org/journal/aam
https://doi.org/10.12677/aam.2025.145260
https://doi.org/10.12677/aam.2025.145260
https://www.hanspub.org/

index in the Shanghai and Shenzhen stock markets through empirical analysis. The results show that
a two-way causal relationship exists between the net capital inflow and the major market index
changes. In the short run, the impact of the major market index on capital flow is more significant. Based
on these findings, the paper proposes three policy recommendations: expanding the investment scope
of Shanghai-Hong Kong and Shenzhen-Hong Kong Stock Connect, strengthening the regulation and co-
ordination of information disclosure, and improving the cross-border regulatory cooperation mecha-
nism. These aim to promote healthy market development, enhance market transparency and credibil-
ity, and prevent financial risks, making full use of the advantages of the Shanghai-Hong Kong and Shen-
zhen-Hong Kong Stock Connect mechanism to improve the domestic financial market.
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Figure 1. Two-way impulse response graph of Shanghai-Hong Kong Stock Connect and Shenzhen-Hong

Kong Stock Connect
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Figure 2. Variance decomposition chart of Shanghai-Hong Kong Stock Connect and Shenzhen-Hong Kong Stock Connect
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