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[ AL, TWE, W EIE]

Has the Shanghai-Hong Kong Stock Connect Program Affected Accrual
Anomaly of the A-share Market?
WANG Shengnian, SUN Mengjie
(School of Economics and Management, Shihezi University, Shihezi 832000, China)
Abstract: Based on the perspective of accrual anomaly and by empirically testing sample data collected from A-share listed companies in
Shanghai and Shenzhen stock exchanges from 2011 to 2017 with a DID model, we found that the implementation of the Shanghai-Hong Kong
stock connect trading mechanism significantly aggravated the accrual anomaly. Further, the conclusion was still robust after correcting self-
selection bias of samples by using PSM. Nonetheless, our further research suggested that the Shanghai-Hong Kong stock connect trading
mechanism indeed had a dual effect on the accrual anomaly. On the one hand, it exacerbated the accrual anomaly caused by investment/
growth through raising investment level, which was consistent with the “investment/growth” hypothesis. On the other hand, it lowered the
level of earning managements and subsequently alleviated the accrual anomaly, which was consistent with the “accounting distortion” hy-
pothesis. However, the latter effect was limited comparing to the former, resulting in an overall aggravating effect on accrual anomaly.
Key Words: Shanghai-Hong Kong Stock Connect; accrual anomaly; investment/growth hypothesis; earnings management; accounting dis-

tortion hypothesis; institutional investment; company size
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