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Capital Market Liberalization and Dividend Smoothing:
Evidence from Shanghai-Shenzhen-Hong Kong Stock Connect

TAN Weirong
(School of Economics and management s Shihezi University s Shihezi 832000,China)

Abstract : Based on the data of Chinese A-share listed companies from 2008 to 2020, this paper takes
the Liberalization of Shanghai-Shenzhen-Hong Kong Stock Connect as a quasi-natural experiment,
and uses the DID method to examine the impact of capital market liberalization on corporate divi-
dend smoothing. The study finds that the implementation of Shanghai-Shenzhen-Hong Kong Stock
Connect can significantly improve the dividend smoothing of enterprises. The mechanism test shows
that the Shanghai-Shenzhen-Hong Kong Stock Connect mainly promotes the improvement of corpo-
rate dividend smoothing by improving corporate information transparency and alleviating financing
constraints.Further research shows that property rights,corporate governance, product market com-
petition and monetary policy uncertainty have significant moderating effects on the relationship be-
tween capital market openness and dividend smoothing. The conclusions of this paper not only enrich
the research on the influencing factors of corporate dividend smoothing,but also reveal the positive
governance effect of the Shanghai-Shenzhen-Hong Kong Stock Connect, which can provide certain
reference for the further implementation of the subsequent capital market opening policy.

Key words: Shanghai-Shenzhen-Hong Kong Stock Connect; Capital Market Liberalization; Dividend

Smoothing; Corporate Governace
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