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Abstract

Dual Listing means the act with a company listing on two separate stock
exchanges. With economic globalization and deregulation of the financial sys-
tems in many countries, international capital flows have become increasingly
flexible. More and more companies are taking advantage of cross-border list-
ing. Increasing numbers of mainland companies such as China Mobile are also
moving forward to overseas stock markets. There are some criticisms and de-
bates on Chinese companies’ cross-board listing. In such situations, deeply
analyzing the motivation and consequences of cross-board listing has become a
very important problem. However, few researches in China empirically study
the influence of cross-board listing. Taking into account the importance of
cross-listing, it is urgent to fill the gaps. Therefore, this book deeply analyses
the motivation of Chinese companies cross-board listing, uncovers the influ-
ence of cross-listing on information environment, the quality of accounting in-
formation and firm value.

The main contents are as follows :

This book is divided into the following four main parts: The institutional
background and motivation of enterprises’ cross-listing, cross-listing and value
creation, the influence of cross-listing on the information environment and the
influence of cross-listing on the quality of accounting information.

Chapter one follows the thread of the motivation of cross-board listing ,
systematically introduces western financing theory of cross-listing, including

market segment hypothesis, bonding hypothesis and the similarity preference
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hypothesis. Meanwhile, it simply retrospects Chinese scholar’s research on
cross-board listing. Basing on the theory retrospected, it puts forward the re-
search framework.

Chapter two first analyzes the main forms of cross-board listing, and then
analyses the situation of Chinese companies’ cross-board listing and the history
and influence of H shares, including its influence on Chinese companies and
capital market and at last analyses the motivation of cross-board listing.

Chapter three studies the bonding premium effect, i. e. cross-board list-
ing and value creation. This chapter first empirically analyses the existence of
bonding premium effect, bonding premium here is referred as cross-listing
companies and has a higher valuation than the non cross-listing companies. At
the following chapters, we analysize the reason of bonding premium from the
perspective of information environment and quality of accounting information.
Basing on Doidge, Karolyi and Stulz (2004) , we study the existence of pre-
mium from the theoretical perspective of the Bonding Hypothesis. In order to
control the endogenous problem, we use the data of AB shares before and after
listing, meanwhile, we use the Heckman test to control for the endogenous
problem. In view of the various forms of firm value in use, we use PB, PE
and other measures. As many scholars research the firm value from the per-
spective of cost of capital, we adopt Ohlson-Juettner’s expected cost of capital
to study the influence of cross-listing on the expected cost of capital. The em-
pirical results find the existence of the “Bonding Premium” phenomenon that
is the higher valuation for the cross-listing companies.

After putting forward bonding premium effect, chapter four analyses the
reason of the “Bonding Premium” from the viewpoint of information environ-
ment. Wé analysed the influence of cross-listing on the information environ-
ment firstly, then analysed the improvement of information environment on
firm value. The empirical results find that the analysts of AH shares are more

than A shares significantly, and the improvements of information environment
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in turn add firm value. The path analysis supports the above argument.

Chapter five analyses the reason of the “Bonding Premium” from the
earnings quality. Earnings quality here includes three aspects ( earnings man-
agement, conservatism and value-relevance). We use the Jones model and
modified Jones model to deal with earnings management, meanwhile, we use
the earnings smoothing measures as the supplement to deal with conservatism.
We use the Basu (1997 ) return model as a basis, combined with Ball’s
(2001) research method to study cross-listing’s influence on conservatism.
And we use the Eli Amir(1993) return model to deal with value-relevance.
The empirical results indicate that cross-listing can curb earnings manage-
ment, which in turn add firm value. However, the empirical evidence finds
no consistent results for conservatism and value-relevance.

Chapter six summaries the whole paper and gets the conclusion, then
puts forward some policy suggestions. After that, we point out the limitation
and the direction for future research.

The relationship between the various chapters is as follows: chapter one
is mainly to introduce the research problems, defines the scope of the study;
chapter two is the institutional background and statues of dual-listing, which
paves the way for the later empirical study; chapter three is the core of this
book, which analyses the dual-listing bonding premium; chapter four and
chapter five respectively then analyses the reasons of Bonding Premium from
the perspective of information environment and the quality of accounting infor-
mation; chapter six concludes the paper and puts forward the policy recom-
mendations, points out the limitations of this paper and the future direction.

The main innovations of this paper are as follows:

The research contents: (1) We compare the information environment of
the A shares and AH shares using the analysts’ data, which is the first effort
in China. (2) We analyse the influence of the information disclosure and law

on the earning management, conservatism and value-relevance. (3) We ana-
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lyse the influence of information disclosure and law on the expected cost of
capital, which is the first effort in China.

The data collection; The research of cross-listing progresses slowly, one
reason of which is the difficulty of data collection. This paper uses the Wind-
wise database to collect the listed companies’ financial data. What's more, we
use the earnings forecast data from the “Investor Daily” database to analyse
the cross-listing’s influence on the information environment.

The research methods: Basing on economics, accounting and related the-
ories in light of our institutional background, this book establishes theoretical
models as the framework , after that, we use non-parameter test, regression a-
nalysis, two-stage analysis, Heckman endogenous test, path analysis, panel
data etc. for thorough and comprehensive study.

The policy suggestions here are as follows :

This book analysed the influence of cross-listing on firm value from the
perspectives of legal protection and information disclosure. Through empirical
analysis, we realized that the most fundamental selection criteria of the option
of listing at home or abroad are good market environment and legal environ-
ment. Therefore, it is urgent to create a favorable market environment and le-
gal environment needed.

1. Promote cross-listing by market-oriented measures

From the book’s conclusions, as well as the international experience,
cross-listing can increase the firm value. In fact, Cross-listing enterprises es-
sentially “rent” the good corporate governance and legal system of the over-
seas stock exchange. Therefore, if the cross-listing can improve the corporate
governance and financing, then it should allow enterprises to choose whether
or not cross-listing and take the risks. Therefore, financing system should be
market-oriented. On the other hand, the government should gradually deregu-

late the financing system.
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2. Strengthen the infrastructure of market-economy system, speed up in-
ternational coordination and improve the quality of accounting information

When promoting cross-listing, it is necessary to strengthen the domestic
market-economy system, including the protection of investors, information dis-
closure, accelerate with the international harmonization; (1) Gradually estab-
lish a strict monitoring and enforcement system and improve the quality of ac-
counting information. (2) Cooperate with the International Securities Com-
mission (I0OSCO) and other international organizations. (3) Establish unified
information disclosure and accounting standards, thereby reduce listing costs.

3. Enhance the industries such as securities analysts and build good in-
formation environment

When many Chinese enterprises enter overseas capital markets, market
participants such as securities analysts should keep pace with development, so

as to create a favorable external information environment.

Key words: dual-listing firm value expected cost of capital infor-

mation environment earnings quality
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