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ABSTRACT

Security market takes the role of allocating resource, discover-
ing prices, managing risks and improving corporate governance,
These functions are achieved by the changing of stock prices.
Information places a very important role in price determination.
Information that may influence stock price can be divided into three
levels: market information. industrial information and firm-specific
information. Firm-specific information, which determines the
intrinsic value of stock, is the fundamental factor that causes the
fluctuation of stock price.

Stock price comovement says that individual stock price moves
in the same direction with the market average prices. When the
value of stock price comovement is high. it implies that firm-specific
information is not fully absorbed into stock prices. This phenomenon
not only eliminates the value difference among companies, but also
decreases the resource allocation efficiency of the security market.
Therefore, the causes of stock price comovement and it's implications
are becoming popular research areas,

Corporate diversification becomes very common and it has a lot
of influences; First, the higher of operation complexity. the closer
the market value of its investment portfolio. Company stock prices
may be more relevant to market information. Second, exploring
information becomes difficult because of operation complexity,
resulting in less high quality firm-specific information and higher

stock price comovement. Third, the operational complexity
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provides a convenient for the company management’s opportunistic
behavior which may lead to reduce information transparency and
weaken the transfer efficiency of firm-specific information, causing
stock price comovement increased.

As an emerging stock market, Chinese high-stock price comovement
has been supported by substantial evidence. Meanwhile, more than
two-thirds of China’s listed companies involve 2 or more than 2
industries. Based on existing literature, this paper mainly from the
perspective of the operation complexity systematically analyzes the
cause of formation of the comovement. which provides empirical
evidence and theoretical support for China’s security market,

This paper study three problems as follows:

First. this paper study the relationship between operation
complexity and stock price comovement and find that there is a
significant positive correlation between the operation complexity
and the stock price comovement. This paper also find that the
stock price comovement of non-government controlled companies is
higher than the government controlled companies.

Second, this paper study the the quality of accounting earnings
how to effect the relationship between the operation complexity and
stock price comovement. On one hand, the paper examines the
relationship between the quality of accounting earnings and stock
price comovement and find that there exists a significant
relationship between them, resulting in a different conclusion from
foreign countries. On the other hand, because of operation
complexity of a greater impact on the quality of accounting
information, this paper examining the quality of accounting
earnings how to effect the relationship between the operation
complexity and stock price comovement and find that the quality of

accounting earnings further enhance the positive relationship
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ABSTRACT

between the two.

Finally. this paper study the independent director system how
to effect the the relationship between the operation complexity and
stock price comovement. This paper introduce two factors; one is
the proportion of independent directors and the other is indepen-
dent directors of the industry in order to examine whether they
affect the relation between the operation complexity and stock price
comovement. This paper finds that the proportion of independent
directors and independent directors of the industry do not directly
affect the stock price comovement. This paper also find that
independent directors have a regulatory effect, especially the
industry’s independent directors having a significant effect. The
industry independent directors can significantly weaken the positive
relationship between operation complexity and stock price
comovement, Further verification indicated that when industry
experts had political background, their adjusting effect on business
complexity and stock price comovement was significantly impaired.

This book will put the factor of business complexity into the
research of stock price comovement, rich literature of determinants
of stock price comovement; and based the nature of ownership,
earnings quality and the system of independent directors on the
regulation effect of business complexity to stock price
synchronicity, not only make the study of business complexity
effect on stock price synchronicity more thorough, but also expand
the related research to the nature of ownership, earnings quality,
independent directors, the conclusions have certain enlightenment
significance for further understanding the operating efficiency of
the capital market of our country and formulating relevant policy of

information disclosure,
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