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ETF Connect and the Impact of Capital Market Opening on Stock Price Synchronicity
WANG Chun YUAN Xiaoting DING Lintian
(School of Finance, Nanjing Auclit University)
Abstract The high synchronicity phenomenon of stock prices on the A-share market has seriously weakened the
guiding role of stock prices in resource allocation. Against the background of the opening up of the capital market,
improving the pricing efficiency of stocks is a prerequisite for alleviating financial idling and promoting high-quality
development of the real economy. Taking the A-shares of listed companies in Shanghai and Shenzhen from the first
quarter of 2021 to the second quarter of 2023 as samples, this paper uses the "ETF Connect" mechanism to build a
DID model and empirically test the impact of the capital market opening on stock price synchronicity. This paper
finds that after ETFs were included in the stock exchange, the turnover rate of the underlying ETF increased, while
the premium rate and the circulation share decreased. Ultimately, this drove the reduction in stock price synchronicity.
However, further analysis finds that the decrease in stock price synchronicity did not significantly reduce the
phenomenon and degree of drift after earnings announcements, and the increase in ETF turnover rate also did not
reduce the correlation between current excess returns rate and unexpected earnings in last period. And the decrease
in stock price synchronicity less reflected current and future earnings information, which was more likely caused by
noise. Based on the above research, the paper concludes that as the opening of the capital market continues, regulators
will need to consider how to better strengthen market supervision, improve the construction of information channels
in the capital market, and guide investors to trade rationally.
Keywords Capital Market Opening, Stock Price Synchronicity, ETFs, DID, Noise
JEL Classification G12 Gl14 GlI5
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