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Capital Market Opening and Corporate Non-Efficient Investments
— Quasi-natural Experiment from "Shanghai-Shenzhen-Hong Kong Stock Connect"
FAN Desheng ZHAO Yuqian YANG Jingjing
(International Business School, Beijing Foreign Studies University)
Abstract With the capital market opening up and the transition of the Chinese economy into a high-quality
development phase, enhancing the quality and efficiency of enterprises has become a challenging issue. Based on
the data of A-share non-financial listed companies from 2010 to 2022, this paper empirically examines the influence
of capital market opening on corporate investment efficiency through Difference-in-Difference model, using the
Shanghai-Hong Kong Stock Connect and Shenzhen-Hong Kong Stock Connect systems implemented in batches
as policy shocks. The study reveals that capital market opening significantly restrains inefficient investments in
enterprises through two primary channels: easing financing constraints and reducing agency costs. Notably, the
reduction in agency costs is particularly prominent among companies involved in excessive investments. Further
analysis indicates that the effects of capital market opening are more pronounced for firms with lower information
transparency and greater board independence. These findings furnish empirical evidence at the micro-level regarding
the favorable consequences of capital market opening, offering valuable insights for institutional reforms within
capital markets.
Keywords Capital Market Opening, Investment Efficiency, Financing Constraints, Agency Costs
JEL Classification C01 C23 Cl12
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