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Abstract

Investors have paid a lot of attention to the effect of Shanghai-Hong Kong Stock Connect to Chinese
stock market. In this article, we will analyze the effect using Impulse Response Function and Va-
riance Decompositions in a VAR model, Granger Causality Test, structure of market Systematic
Risk and Event Study Method. We conclude that Shanghai-Hong Kong Stock Connect has some pos-
itive effect on Shanghai stock market, but the effect is limited.
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Table 1. Result of unit root rest before Hugangtong
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Table 2. Result of unit root rest after Hugangtong
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Figure 1. Stationary test of model before Hugangtong
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Inverse Roots of AR Characteristic Polynomial
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Figure 2. Stationary test of model after Hugangtong
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Figure 3. Response of yield and AMO of HSI before Hugangtong
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Figure 4. Response of yield and AMO of HSI after Hugangtong
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Figure 5. Variance decomposition of yield and AMO of Shanghai composite index before Hugangtong
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Figure 6. Variance decomposition of yield and AMO of Shanghai composite index after Hugangtong
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Table 4. Ratio of systematic risk in total of Shanghai A-share market from Jan 2014 to Apr 2015
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Figure 7. Trend chart of ratio of systematic risk in total of Shanghai
A-share market
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Figure 8. Average excess return rate and accumulated excess
return rate during the period of the announcement
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