Emergence and Transfer of Wealth W& @3 5%i#%, 2013, 3, 22-29 Hans X3l
http://dx.doi.org/10.12677/etw.2013.32005 Published Online June 2013 (http://www.hanspub.org/journal/etw.html)

1. 5]

| ntermarket | mpacts of the Removal of Short-Sale
Constraints—From the View of Market I ntegration

Hsiou-Ying Tseng

Department of Banking and Finance, Takming University of Science and Technology, Taipei
Email: shiowying@takming.edu.tw

Received: Mar. 18", 2013; revised: Apr. 12", 2013; accepted: Apr. 20", 2013

Copyright © 2013 Hsiou-Ying Tseng. This is an open access article distributed under the Creative Commons Attribution License, which
permits unrestricted use, distribution, and reproduction in any medium, provided the original work is properly cited.

Abstract: The Securities and Exchange Commission in the United States eliminated the short-sale price test
restrictions on July 6, 2007. The purpose of this study is to examine the intermarket effects of the US’ re-
moval of short sale constraints on underlying stocks of American Depositary Receipts in three Asia-Pacific
markets—China Mainland, Chinese Taipei and Hong Kong. The empirical findings show that after the re-
moval, price qualities of the underlying stocks seem to deteriorate, implying order flow migrations from the
three markets to the US market. The results also provide evidence against the integration of the three markets
with the US market during the sample period.
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Table 2. Changesin price volatility and liquidity for all of the stocks with close-to-close price data and volume
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Table 3. Market adjusted changesin pricevolatility and liquidity for all stockswith close-to-close price and volume
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Table 4. Changesin price volatility and liquidity for all of the stocks with open-to-close price data and volume
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Table 5. Changesin overnight and trading hour price volatilitiesand liquidity for all stocks with open-to-close price data, and volume

R 5. BERMZSHRBE RO TN —RFEINR NS HERIE

(ATR) =0,+0D,+a, (AN, ) +a,(ANP.) D, +6,(ATP. ) + 6 (ATP.) D, + AV, + AV,D, +7,

s o E Py HH sk
6o 0.061""" —0.006 0.175™
6, 0.314™ -0.177" 0.183"
o 0.0003 0.256" 0.201""
a 02717 —0.114 -0.097"
o 0.315™ 0.048 —0.064
o) —0.0008""" —0.054 0.087
o -0.577"" 0.156 0.549
2 -0.326 0.521" 6.898""
Adj. R 0.410 0.362 0.167

W L, FUTRIRIE 1%, 5%, 10%(S UK T B3
A B — R Gy i B BN A ] P ) 3 25 38 .7 AR ) -
(8, >0), MAEHBMPEEILH X EAE g LR BURMNE, EEBUHBCERS S, FETIK

Copyright © 2013 Hanspub 27



T 379 85 WL R T PR AR BB 22 15 T 37 5

SRR BTN B R A AU T 32 58 5 B R Sk ]
37 BRI A PE AR DL i KR E T2
A (E B R . ET PGSR, hea
i I MR E TG . FIPERT AT E)
WhERE RS IETI S R ALE TS BE
A2 5 I BRE), A RRER B, JEHE .
FEFRE AT, BOHBR S BB PERE N, R s
VST BB AR, R 7R 3 A2 5 I BRI BEE)
AN H s sk, fshtis 8% T, +
[ A5 AR S ALK BUAR R, A st A e
E iR 1, Hoo E i35 5 it 5
.

=AW BTN ZESTE, AR T Eh Sl
A Sy i Be e st A Hisha g5 R — St m
Bl W=NERTI—hE N, FiELhiEs
AL SHES R Bor, K= R e E g If R
o, EREBOHBCERNE, 2585 B N=AE N
S E S

4. g5ig

i 2 5 ] 7k s PR A R v 5 B N0 I SR S, %A
Gy LS T i (uptick) B “ i 2e & s
FHIE, AR SRR A7 B “HT— s N
1" (zero-plus tick)(BIZE G4 k& b T b FH1E L 75 AT T
2)e IR BRFIFE 2007 4E 7 H 6 HEUH.

AT T H IR R S [ ETE A BRI = A
WARMG—FE PN, FEMPEGILrEm, &
i A 36 [ A 29 00E 27 58 By P BN Ik e R AT 3% [ A
FEAEIE = A B TS B R o [ Ry 35 [ BT e s AR
SIS A G PR, R 2 E AT S AR

RYE DGM(1998 £E)F1 BO2005) A, i if iy
YA, SE MRS R AR AEN, KER
BRI R 22 5 B8 2 A BE 558 o, TN T 2 5
M. ATHEBRMNEMMESRIL, LRSI R
Ve E T I R S . AR ILT,
MR HEEERREBEN, BE T XE
[, 3 BT BRI EUE 2 S 808 5 B A, — 1k
R B RE S E T3, WATEAR I I E P i
e sy, WAN T RSS2

AW FCERLAG =W, HAENLUESRRE

28

Gy BN s 7 A2 X by, RAT SR EAFFEARIE, 25
(] T 7 B e PR S X [ P T 3 b R BB S D 3
PEMESIE IR AT . =i R N E
St FEIEHI TR, B A I Bl i
FEHEEh G, SR ER—BERERL. 8BTS,
AW R R, e EBCE UGN 5, 225 %
MR E N TS A G 3, B A T3 i As i
AL T, TREIAREI I E A i S SR E TR A
ARSI TREN R, A2 b (A T 37 isas
VO ST - ST ot A ) BB R PAY T 37 A S A — AN
WA SHERT T, Mg LS [ A dia A E i 2
A EUE BRI B VIR R

BE Yk (References)

[1]  B. Geert, C. Harvey. Time varying world market integration.
Journal of Finance, 1995, 50: 403-444.

[2] J. Phillippe, E. Schwartz. Integration versus segmentation in the
Canadian stock market. Journal of Finance, 1986, 41: 603-616.

[3] S. W. Kohlhagen. Overlapping national investment portfolios:
Evidence and implications of international integration of second-
dary markets for financial assets. Research in International Busi-
ness and Finance, 1983, 3: 113-137.

[4] T. Jithendranathan, T. R. Nirmalanandan and K. Tandon. “Bar-
rier to international investing and market segmentation: Evi-
dence from Indian GDR market. Pacific Basin Finance Journal,
2000, 8:399-417.

[51 S.R. Foerster, A. G. Karolyi. The effects of market segmentation
and investor recognition on asset prices: Evidence from foreign
stocks listing in the United States. Journal of Finance, 1999, 54:
981-1013.

[6] R. Stapleton, M. Subrahmanyam. Market imperfections, capital
market equilibrium and corporate finance. Journal of Finance,
1977, 32:307-319.

[71 J. Howe, J. Madura. The impact of international listing on risk
implications for capital market integration. Journal of Banking
and Finance, 1990, 14: 1133-1142.

[8] P. Lowengrub, M. Melvin. Before and after international cross-
listing: An intraday examination of volume and volatility. Jour-
nal of International Financial Markets, Institutions and Money,
2002, 12: 139-155.

[91 F.T. Martell, L. Rodriguez and P. G. Webb. The impact of listing
Latin American ADRs on the risks and returns of the underlying
shares. Global Finance Journal, 1999, 10: 147-160.

[10] N. Jayaraman, K. Shastri and K. Tandon. The impact of interna-
tional cross-listings on risk and return: the evidence from Ame-
rican depository receipts. Journal of Banking and Finance, 1993,
17: 91-103.

[11] G M. Noronha, A. Sarin and S. M. Saudagaran. Testing for mi-
cro-structure effects of international dual listings using intraday
data. Journal of Banking and Finance, 1996, 20: 965-983.

[12] 1. Domowitz, J. Glen and A. Madhaven. International cross-lis-
ting and order flow migration: Evidence from an emerging mar-
ket. Journal of Finance, 1998, 53: 2001-2027.

[13] B. Asli, Z. Onder. Liquidity and price volatility of cross-listed
French stocks. Applied Financial Economics, 2005, 15: 1079-
1094.

[14] D. W. Diamond, R. E. Verrecchia. Constraints on short-sel-
ling and asset price adjustment to private information. Journal

Copyright © 2013 Hanspub



T 379 85 WL R T PR AR BB 22 15 T 37 5

of Financial Economics, 1987, 18: 277-311. [16] A. Yakov. Illiquidity and stock returns: Cross-section and time-
[15] L. P Hansen. Large sample properties of generalized method of series effects. Journal of Financial Markets, 2002, 5: 31-56.
moment estimators. Econometrica, 1982, 63: 265-279.

Copyright © 2013 Hanspub 29



