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The Value of Stock Market Opening: An Analysis
Based on Foreign Investment Characteristics
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Abstract: Steady progress in furthering a high degree of market openness is an important strategic
direction of China's capital market reform. However, a possible concern is that procyclical cross-border capital
flows may amplify financial market volatility. This paper summarizes the investment behavioral characteristics
of foreign investors. It finds that investors still adhere to value investing despite the effects of overly optimistic
expectations. It also concludes that the current opening up of the stock market has not caused an "overshooting"
of A share market prices. However, according to the experience of Japan and South Korea, the continuous
opening of the capital market may eventually magnify stock market volatility. Consequently, the capital market
opening process needs to strike a balance between efficiency and security. This paper puts forward relevant
policy recommendations in an effort to achieve this desired result.
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