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Capital Market Opening and Internal Control of Enterprises:

Evidence from “Shanghai-Hong Kong Stock Connect”

TIAN Xuefeng'?, XU Chengkai’, TIAN Kunru®
(1. School of Economics, Nankai University, Tianjin 300191, China;
2. China Bohai Bank Co. , Ltd, Tianjin 300171, China;
3. School of Accounting, Tianjin University of Finance and Economics, Tianjin 300202, China)
Abstract ; Taking the implementation of the trading system of “Shanghai-Hong Kong stock connect” in China as the policy back-
ground, this paper uses the multi-time point double difference model to investigate the impact of the opening of the capital market
on the quality of internal control of the target company. The results show that the implementation of the trading system of “Shang-
hai-Hong Kong stock connect” has significantly improved the quality of internal control of relevant companies, and the conclusion
remains valid after controlling other factors and passing the placebo test, removing the influence of A + H shares and changing
the cycle after the robustness test. The mechanism test shows that “Shanghai-Hong Kong stock connect” exerts an impact on the
quality of internal control mainly through internal and external mechanisms. The internal mechanism is to control the risk of stock
price volatility while the external mechanism lies in auditor reputation risk and government supervision.
Key Words: Shanghai-Hong Kong stock connect; capital market opening; internal control; stock price volatility risk; auditor

reputation risk; government supervision; audit quality
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