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Does Shanghai-Hong Kong Stock Connect enhance technological

innovation of state-owned enterprises in China?
FENG Ruoyang WEN Jun

( School of Economics and Finance Xian Jiaotong University Xian 710061 China)

Abstract: As an interconnection mechanism of stock trading between Mainland and Hong Kong Shanghai-Hong Kong
Stock Connect ( Shanghai Connect) is one of the major reforms of the opening-up of Chinas capital market. It is of great
significance to promote the two-way opening-up of China$ capital market. Its implementation has not only brought a series of
changes to the mainland stock market but also has certain impacts on listed companies. Based on the data of the state-owned
enterprises in Shanghai Connect program from 2010 to 2016 this paper studies the effect and mechanism of Shanghai Connect
on the technological innovation of state-owned enterprises by using the methods of propensity score matching ( PSM) and
difference-in—difference ( DID) estimation. The study finds that Shanghai Connect has improved the technological innovation
of Chinas state-owned enterprises; Shanghai Connect could alleviate the financing constraints faced by the enterprises which
further promotes the state-owned enterprises to raise the R&D investment and thus improve their technological innovation
level; Shanghai Connect could also provide more opportunities for long-term institutional investors to enter the state-owned
enterprises by improving their stock liquidity which further improves the level of technological innovation of Chinas state—
owned enterprises. The results of this study have important policy significance as it could provide important theoretical basis
and practical experience for the government to continue implementing the Shanghai Connect and further carry out the opening
policy of capital market such as Shenzhen-Hong Kong Stock Connect.

Key words: Shanghai-Hong Kong Stock Connect; technological innovation; financing constraints; stock liquidity; PSM-
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