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Abstract

China’ s capital market has been the focus in the construction of marketing
economy since its existence. Efficiency of China’ s capital market not only in-
volves the efficiency of economic development and steadiness of finance with the
challenge of financial globalization, but also invelves the success of reformation
of state-owned enterprises and the transfer of the government in the market audi-
toring and corporation governance. Just based on the key role of the capital mar-
ket, the topic has been chosen to appraise the efficiency of capital market in
China and to analyze the factors which influence the mechanism of the market
and which decide the efficiency of the market so that new development strategy
could be promoted to improve the efficiency of the market.

The whole seven chapters of the paper could be divided into five parts. The
first part which is also the first chapter gives the comments on the theoretical re-
search about the influence of credit, money, capital, finance and capital mar-
ket, both from Marx’ s works and various western traditional and modern finance
satra, especially the authentic proof models, so as to establish the basis of the
analysis in the paper.

In the second part or the second chapter, based on the characteristics of
the newly-developed capital market in the transferring period, elaboration has
been put forward on the efficiency of the market from the development of macro-
economy and from micro-economy. Theoretical models and experiences analysis
have been focused on the partial equilibrium and dynamic non-equilibrium
which result from the separation and break in the mechanism of the market be-
tween the state-owned shares, artificial person-owned shares and the shares hold
by public investors. Further research has been pushed forward on the rent-see-
king in capital raising which result from the discrimination between the state-
owned enterprises and non-state-owned enterprises. It has been pointed that
vague system and protection of property right, bubbles of the market and capital
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flight are the causes of the losses of efficiency. Various methods of index to ap-
praise efficiency of capital market have been settled.

The third part which contains two chapters is the most important analysis of
the paper, because it gives the authentic test of the efficiency of the mar-
ket. Chapter 3 gives both linear random walk and non-linear random walk tests
by the use of fractal market analysis for the first time, and takes the authentic
test of overreaction of the reduction of state-owned shares in China’ s stock mar-
ket. Authentic test also has been tried to measure the bubbles of the market so as
to comment on the losses of efficiency, While chapter 4 takes authentic proof on
the capital disposition efficiency of the capital market by using the signal of
prices. Further analysis focuses on the efficiency of debt for equity swap of state-
owned enterprises in China’ s credit market.

The following parts tell about the internal and external factors which influ-
ence the efficiency of market. In the fifth chapter, non-equilibrium of the market
structure, such as the unbalance hetween the stock market and the bond mar-
ket, the unbalance between the deal in the exchange and the deal among the
banks, has been discussed. From another point of view, the influences of cen-
tralized share rights structure to corporation governance efficiency have highly
been considered to be the key micro-factors of low efficiency of China’ s stock
market. Authentic proof has also been put forward to. The sixth chapter analyzes
the external factors which influence capital market efficiency including tax, ex-
penses and supervise and management of government. Various taxes and expen-
ses which influence the efficiency of the cost of capital, or influence the form of
capital efficiency, or influence the cost of the deal have been deeply dis-
cussed. Suggestions have been put forward to that more elasticity should be con-
tained in the tax and expense system. As for the role of government both as a
player and as a judge in the market, marketing tactics and rule by law would
provide the best solution.

In the last part of the paper, the seventh chapter compares the differences
of the efficiency between different investment model in developed countries. This
chapter also analyzes the limitation and consequences to carry out the policy of
finance liberalization. More discussions focus on the influences to blaze new tri-
als in finance under the tendency of finance globalization. Finally, suggestions
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Abstract

which include marketing strategy, rule by law, globalization and blaze trials in
finance, have been raised to improve efficiency of China’ s capital market.
This paper points out that the break and separation of the structure in the
stock market leads to low efficiency of China’ s capital market, while the unbal-
ance in the development between the stock market and the bond market, share-
holders’ soft restrain to the state-owned enterprises are the main outstanding rea-
sons. Authentic test shows that equal rights and fluidity of state-owned shares not
only decide the structure of capital market, but alse influence the function and
efficiency of the market. And it is the main reason why the prices are twisted and
why capital is lowly diposed in the stock market. Utilization of fractal analysis in
China’ s stock market makes the analysis of efficiency more believable and avail-
able. The solution to the low capital efficiency should focus on the development

of marketing strategy, legal system, globlization and new trial in finance mar-

ket.
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