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Shareholding Stability of Foreign Investors and Risk of Stock Price Volatility .
Based on the Research of Daily Frequency Holding Data of
Shanghai Hong Kong and Shenzhen Hong Kong Stock Connect
LI Yang' XIONG Xiong® MENG Yonggiang®

(1. School of Economics and Management s Shanghai Maritime University , Shanghai 201204, China ;
2.College of Management and Economics, Tianjin University, Tianjin 300072, China)

Abstract ;: Based on the samples of listed companies on the Shanghai Hong Kong and Shenzhen Hong
Kong Stock Connect from 2016 to 2021, dividing foreign investors into long-term investors and
short-term opportunists according to the turnover rate of funds, this paper explores how the stabili-
ty of foreign investors shareholding affects the risk of stock price volatility, We find that the risk of
stock price heterogeneity and stock price boom and slump is lower when the stability of capital
shareholding of Northbound funds is higher. The heterogeneity study finds that in the samples with
a high proportion of institutional investors shares, a high degree of ownership concentration, and a
large number of analysts tracking, the stability of Northbound funds” capital holdings have a more
significant impact on stock price volatility risk. In the robustness test, using the opening of the
Shanghai Stock Connect as a quasi-natural experiment, we find the conclusion is still significant that
the higher the stability of foreign investors holdings. the lower the risk of stock price volatility. To
sum up, short-term opportunistic foreign investors exacerbate market volatility, while long-term
foreign institutional investors play a role in stabilizing the market.

Key words: Foreign Investors; Risk of Stock Price Volatility; Long-term Investment; Short-term
Opportunism; Daily Frequency Holding Data

GRS

107



