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Abstract Based on the sample of 939 Chinese listed companies in the 40
former reformed batches, this paper investigates the effect of Chinese split share
structure reform and its impact factors. First, considering Chinese split share
structure reform as an event, an effect model is set up by means of the event
study method, which takes abnormal return rate as a basic indicator to measure
the reform effect. Further, in order to look for the impact factors on the reform
effect, the empirical comparing analysis for different batches, different trading
posts and different boards are done. These results show that the reform has positive
effects on Chinese stock market and increases value of the listed companies. There
is higher transformable return rate in the reform batches which include more
Chinese listed companies with high quality performances. The shareholders who
are in Shenzhen Stock Exchange market get higher transformable return rate than
the shareholders who are in Shanghai Stock Exchange market. SME board has
higher transformable return rate than the main board.
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1 Introduction

Chinese split share structure (CSSS) is a phenomenon that some stocks of
Chinese listed companies do not exchange in Chinese stock market. On April 29,
2005, China Securities Regulatory Commission (CSRC) released ‘“Notice of
Some Issues on Testing Companies in Split Share Structure Reform”. Then the
split share structure reform is extended in other Chinese listed companies, until
the end of 2006, this reform has been arriving to the end. How much did the
reform influence on the stock market and listed companies? What are the
advantages or disadvantages of Chinese split share structure reform? All of these
have aroused the concern of government officials and researchers.

On the theoretical and empirical views, the researches for Chinese split share
structure reform are included two parts. On the one hand, the theoretical study
mainly concentrated on the impact and function of split share structure reform
(Chao and Liu, 2007; Ding et al., 2006; Research Group of CASS, 2006; Tang et
al., 2005; Fu et al., 2006; Zhang, 2005 ; Li, 2005; Liu and Xiong 2005; Wu,
2004). Wu (2004) remarked that this reform would help to improve the corporate
governance performance for Chinese listed companies. Liu and Xiong (2005)
point out that Chinese stock market would be much more efficient in the resource
distribution by the reforming. On the other hand, the empirical research pay more
attention to the payment price and the short-term market efficiency (Zheng et al.,
2007; Wu et al., 2006; Liu, 2006; Zhao et al., 2006; Shen et al., 2006; Su et al.,
2006; Yan and Zhao, 2006; Zheng and Wang, 2006; Ding 2006; Zhang et al.,
2006; Chen and Chen, 2005). Based on the payment price, Wu et al. (2006)
investigate the influence factors of the sending share rate for the non-tradable
shareholders and the receiving share rate for the tradable shareholders by the
empirical research of 330 companies split share structures. Ding (2006) analyzes
the effect on the reform by means of the asset values of CSSS companies using
15 months of panel data. Zhang et al. (2006) show the short-term market
efficiency of split share structure reform on Chinese listed companies’ financial
situation, the stock market performance and the balance of interests of all parties.
Chen and Chen (2005) explain the variation in the stock market triggered by split
share structure reform.

From different perspectives, the above researches discuss the theory and the
significance of split share structure reform and analyze the influence of the
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reform empirically. However, it has been rare seen how to measure the effect of
split share structure reform or how to analyze the influence factors on the reform
effect?

This paper will investigate the effect of Chinese split share structure reform by
the sample of 939 Chinese listed companies in 40 batches before the reform. First,
the event study model of Chinese split share structure reform will be set up, and
then the abnormal return rate (AR) will be taken as a basic measurement to
analyze the effect on the reform. Further, in order to search the impact factors of
the reform effect, the empirical comparing analyses for different reformed
batches, different trading markets and different boards will be done by means of
different measurement indicators, such as, the average abnormal return rate (44R)
and the average cumulative abnormal return rate (ACAR). Finally, some
conclusions and the relevant recommendations will be provided for government
and managers of CSRC.

2 The event model and effect indicator

Some key problems will be solved in this sector. By means of the event study
method, an event model describing the effect of split share structure reform will
be established. Several indicators will be introduced so as to measure the reform
effect.

2.1 Event model form

In empirical analysis, the event study method is often used to measure the stock
market variations and the market value changes for listed companies when it is
affected by a special event. The split share structure reform has impacted on
stock prices and market value for Chinese listed companies. If the split share
structure reform is taken as an event, it will be shown the reform influences and
be revealed the reform effects by the event study method.

In order to investigate the effect of split share structure reform and its impact
factors, an event study model for this reform will be introduced, which is
included three elements, that is, event day, event period and estimated period.
Most of event study researches often choose different event periods for different
events (Boehmer et al., 1991; Frankfurter and McGoun, 1993; Seth, 1995; Craig,
1997; Binder, 1998), where an event period or event window is usually defined
as 15 days to 30 days and an event estimated period is taken as 100 days.

Considering the divulgence the source of the split share structure reform
information and the impact of this reform upon stock market as a whole, an event
day is taken as the reform announcement day for the sample companies, and 20
trading days before and after the event day is defined as an event period. Since
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the sample companies do not trade in the event day, as a matter of convenience,
the event day ,Ty , is taken as zero, and the event window [T,,T3 ] is defined as
[-20, +20]. In order to feel out the normal situation of stock market before the
split share structure reform, the estimated period [T;,T, ] is defined as [-120,
—20]. The event model for split share structure reform is showed in Fig. 1.

Estimated period [Ty, T,] Event period [Ty, T;]

S e

T, (-120) T,(-20) To(0) T;(+20)

Fig. 1 The event model for split share structure reform
2.2 Effect indicator definition

Since the event model for split share structure reform is set up, it is very
important to find out an indictor measured the reform effect. There are two
aspects of split share structure reform impacting on Chinese stock market. One is
the stock price changes of sample companies. Another is stock market variations.
However, all of stock price changes show a general variation tendency in stock
market.

Usually, whether a stock return rate at a day is high or low can reflect the stock
market fluctuation. In order to find out a useful tool to measure the reform effect,
a stock abnormal return rate (4R) will be introduced here, which is equal to the
difference between normal return rate of a stock and that of reformed company.
The average abnormal return rate (44R) for all of stocks in the exchanges will
reveal the reform effect on the whole stock market, which is taken as an effect
indicator for measurement the split share structure reform.

In order to look into the stock market fluctuation aroused by the reform, it has
to consider the stock price change in abnormal situation. As above discussion, a
stock return rate at a day in the event period will be estimated as follows.

Usually, the i" stock return rate at day ¢, R; can be easily obtained by its
closing price at this day and before the day, that is,

Rl't — Py — Pia (1)
Pira

where p, and p,  are the closing price of the i" stock at day ¢ and day /1, and

tE[-20, +20]. R;; of ex-rights companies is calculated with the stock price after
the restoration of rights by using equation (2),

l+ns,+np,+C—-P, , —np,P
Rit — nsr npl PC it—1 npz i (2)

it—1
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In Eq. (2), for t€[-20, +20], ns, is the stock shares which are sent or changed
from provident fund of stock 7 for every share, np,is the matching shares of
stock i for every share, P; is the price of matching shares, C is the quantity of
sending cash for every share.

3 Reform effect model analyses

After determining the effect indicator, it is very important how to get the sample
data from the indicator for measuring reformed effect. Here a stock normal return
rate model will be established, and the data from the indicator will be estimated
by this model.

3.1 Stock normal return rate model

For getting a stock abnormal return rate, AR, it has to observe the normal change
of a stock price in event period. According to the assumption that stock returns
are subject to joint normal distribution, a statistical model for stock normal return
rate is developed.

R,=0,+BR, +¢, 3)

mt

In the statistical model (3), R; is the i” stock normal return rate at day ¢,
where ¢, and 3, are parameters for stock i. £, is the random errors of the model ,
and E(g,)=0,Var(e,) =0, . R,y represents the stock market return rate at day ¢.

Based on Shanghai Composite Index and Shenzhen Component Index, R,,; can
be easy obtained by Eq. (4), that is,

Rm, — Pt = Pt (4)
P

where p,, is the closing price of A-share index of Shanghai stock exchange or
Shenzhen stock exchange at day ¢.

In the estimate period [T}, T;], using 100 sample data from each stock return
rate at day ¢, R;, tE[-120, —20], and the stock market return rate at day ¢, R,

tE[-120, —20], ¢ and B in model (3) can be regressed. Then, the stock

normal return rate model is formed.

Ri=ai+ ﬁi Rmt (5)

For each stock in stock market, the normal return rate at 40 trading days in
the event period [T,, T;] can be estimated by model (5). The stock normal
return rates describe the expected stock returns in the normal situation without



466 REN Guanggian, ZHAO Yuliang
split share structure reform.

3.2 Effect indicator estimation

Based on R;; and ;21-; for & [-20, +20], which are calculated respectively by Eq.

(1) or Eq. (2) and Eq. (5), the i stock abnormal return rate, AR, , of sample
companies in event period can be obtained by using equation (6).
AR, =R, ~ R ©)

In order to reflect the changes of abnormal return rates for every stock in the
whole event period, the cumulative abnormal return rate for stock i, CAR, is
calculated by equation (7) for t & [-20, +20], that is,

+20

CAR =) AR, (7)

i=-20

CAR, describes the i" stock price changes from split share structure reform. In
order to measure the reformed effect degree on the stock market, it needs to
observe the variation trend for all of stocks in the sample companies in two
exchanges. The total cumulative abnormal return rate, TCAR, will be defined by
the following equation (8), where 7 is the number of reformed listed companies.

TCAR=) CAR, 8)

i=1

For analyzing the difference of split share structure reform effect in different
batches, different trading posts and different boards, it needs to define the
average abnormal return rate, A4R, and the average cumulative abnormal return
rate, ACAR, of sub-samples.

With the indicator of A4R, as seen as formula (9), the stock market fluctuation
aroused from the reform. A4R is the average abnormal return rate of all sample
companies at trading day ¢ in the event window, where 7 is the number of sample
companies.

AAR, = lZARZ., )
n iz
Because the numbers of sample companies are different in different batches,
different trading posts and different boards, it needs to research the different split
share structure reform effect for different companies with the average cumulative
abnormal return rate ACAR, seen formula (10), where m is the sub-sample size
and n is the number of companies with m sub-samples.
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ACAR, =1ZCAR,. (~20,420) (10)

n o

4 Empirical analyses for reform effect

As the above discussion, based on the statistical model (3), the stock normal
return rate model (5) is provided which is core model for measuring reform
effect. Considering its rationality and validity, the statistical model (3) should be
tested. The empirical analyses for different reformed batches, different trading
posts and different stock boards will be done by 1046 listed companies in the
former 40 reformed batches.

4.1 Data selection

1046 listed companies in the former 40 reformed batches are selected as the
samples. From the reason of the event period and estimated period more than 140
trading days, 11 sample companies are deleted, whose exchange days are shorter
than that. Considering some other events impact on the effect of split share
structure reform, 57 reorganized companies are removed, and other 39 ST listed
companies are not included here. Therefore, 939 sample companies are taken as
useful data sources for measuring the reform effect, where 591 companies come
from Shanghai Stock Exchange, and 319 companies from Shenzhen Stock
Exchange, 29 samples in SME market. The numbers of companies are different
the former 40 reformed batches (See Table 1). All of data used in this paper are
collected by Wind Information Database, and the SPSS13.0 is used in the
following analyses.

Table 1 Number of companies in the former 40 reformed batches

Batches 1 2 3 4 5 6 7 8 9 10
Companies 37 30 21 20 19 16 14 18 19 17
Batches 11 12 13 14 15 16 17 18 19 20
Companies 18 17 21 26 36 19 12 20 43 37
Batches 21 22 23 24 25 26 27 28 29 30
Companies 39 46 41 24 22 40 19 14 20 30
Batches 31 32 33 34 35 36 37 38 39 40
Companies 23 18 22 20 16 16 16 26 23 4

Source: The data is collected by authors.
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4.2 Model test

Because the indicators which are used to measure the effect of split share
structure reform are estimated by the statistical model (3), its effect should be
tested. As the mean and standard deviation of AAR and CAR are unknown, 7-test
is suitable to be done. For the average abnormal return rate at day ¢, A4R,
tE[-20, +20], the statistic tested for model (3) is as the following formula (11),

AAR
Ty =———— (11)
AAR, SAAR/ / \/;

where 7, = le (AR, — AAR,)’ for day t € [-20, +20], and 7 is the
—Lli=1
sample company numbers.

Using the data A4R, in event period [T, T3] = [-20, +20], and selecting the
confidence level @ =0.05, T-values of the reform effect indicators can be
calculated (See Table 2). When |T |21.812 , it shows that the split share
structure reform has a significant impact on the stock market and the market
value of listed companies. Otherwise the impact is not significant.

Table 2 AAR, and T-values in event period

days AAR, (%) Tk days AAR, (%) Toir
20 0273 1 3.402 549 * 1 0.082 5 ~1.611 02
19 0.034 0 0.470 818 2 -0.208 4 ~4.309 58 *
-18 0.348 4 4.455 867 * 3 -0.024 3 ~0.3855
17 0.101 4 1.294 247 4 04810  —11.3418+*
-16 -0.044 3 -0.644 56 5 05407  —10.662 9 *
15 0.160 0 2.019 488 * 6 03177 4.926 673 *
~14 0.126 8 1.707 756 7 0.094 1 1.235 43
-13 0.060 8 0.772 187 8 1.120 2 7.966 665 *
-12 0.049 4 0.656 745 9 0.190 1 1.878 214 *
11 0.150 1 1.895 886 * 10 -0.024 2 -0.232 69
-10 0.190 9 2334317 * 11 0.859 2 8.509 507 *
-9 0.029 4 0.413 375 12 0.3198 3.560 045 *
-8 0.2855 327511 * 13 0.308 1 3.273 181 *
-7 0.1372 1.756 101 14 0.039 6 0.470 542
-6 0.164 2 2.076 359 * 15 02067  -2.52674*
-5 0.173 4 2.332 656 * 16 0.278 9 3.357 548 *
4 0.179 9 2213278 * 17 0.028 5 0.381 037
-3 0.407 3 484243 * 18 0.205 4 2.786 838 *
2 0.633 6 7.211 094 * 19 02440  -3.76675 *
-1 0.773 2 8.946 409 * 20 ~0.5087  —7.094 21 *

Source: The data is collected by authors.
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It shows in Table 2 that AAR, of 12 trading days are positive obviously and
only one is negative which is not significant before event day. Their average
abnormal return rate AAR, is 0.212%. From this result, it can be seen that Chinese
split share structure reform has positive effects obviously on stock market.
Contrastively, for later 20 days in event period, there 8 data of 44R, are positive
significantly, and 9 data of A4R are negative where 6 of that are significant.
Since the average abnormal return rate AAR, is 0.071 2% after event day, it
reflects that the reform effect on the later period is not greater than the former.

If the correlations among cumulative abnormal return rates, CAR,, can be
omitted, they should be of independent distributions and limited variances. The
T-test statistic for statistical model (3) can be selected by equation (12),

CAR.
T, =———"1 12
CAR S(CARI.)/\/Z ( )

where SZ(CAR.)zﬁZ:(CAR.t—CAR.)2 for day ¢t€[-20, +20], and 7 is the
=15

sample company numbers.
Similarly, using the data of event period [T,, T3] and selecting the confidence
level #=0.05, T-test can be completed.

4.3 Empirical results for total samples

According to Eq. (7) and Eq. (8), the average of CAR for 939 sample companies is
5.68% and the total cumulative abnormal return rate TCAR is 5 329.27% in the
former 40 reformed batches. These results suggest that split share structure reform
has positive impact on the Chinese stock market and the market value for Chinese
listed companies, which reveals that split share structure reform has high effect.
Table 3 provides the basic statistical analyses of CAR for 939 sample companies in
the event period. In Table 3, there are 569 sample companies whose CAR is
positive, in which 490 companies are significant statistically. The maximum of
CAR is 80.95% in 32 reformed batches and the minimum is —70.91% in 39
reformed batches. There are many differences among CAR for sample companies
in 40 reformed batches. The gap between the maximum and the minimum of CAR
is 151.85%, which specific reasons will be analyzed in the later sector.

Table 3 Basic statistical analyses of CAR for 939 sample companies

Maximum Minimum Mean  Number of companies for Number of companies for
(%) (%) (%) CAR>0 CAR<0
Total number Number in Total number Number in
statistic statistic
CAR 80.95 —7091  5.68 569 490 370 297

Source: The data is collected by authors.
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In order to describe the stock variations, the 44R curve of total sample
companies for 40 days in event period is drawn in Fig. 2. For the former 20 event
days, Fig. 2 shows that there are smaller fluctuations among A4R which are
gradually rising, and all of 44R are greater than 0 except one point. It implies
that some investors are aware of the split share structure reform’s starting. There
are great fluctuations near event day in 44R curve. Especially, there is a sharp
drop of the 4AR curve in the first trading day after the event day. The curve
slides into the bottom in the fifth trading day after the announcement of the
reform programmer. It is main reason that circulating shareholders are
dissatisfied with the reform alternatives and have a pessimistic expectation for
their stocks, which lead to the A4R curve fluctuating greatly. The 44AR curve
occurs to a rising trend at the fifth trading day after trading resumption, which is
shown that circulating shareholders began to change their attitudes toward the
reform because they get real benefits with the advance of the reform. In a whole,
Chinese investors are not enough reasonable in the stock market and the market
is lack of enough effectiveness. Generally, the above discussion shows that split
share structure reform has a positive effect on the stock market and the stock
prices for Chinese listed companies.

AAR

0.014
0.012
0.01
0.008
0.006
0.004
0.002
0 19 6 -13
—-0.002 - - B
—0.004 |-
-0.006 [
—0.008
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Day

-10 -7 -4 -1 19

Fig.2 AAR curve for total sample companies in event period
4.4 Empirical results for different batches

For getting to know the reform effect, Table 4 gives the basic statistical analyses
of the average cumulative abnormal return rate ACAR for sub-samples in
different reformed batches. The results show that ACAR data for the former 40
batches are all significant. The maximum of 4CAR reaches 31.94% value in
batch 32 and the minimum is —7.13% in batch 10, the gap of which is 39.07%. It
is clear that different combination of listed companies will produce different split
share structure reform effect. Though there is a big difference among ACAR
values for different batches, it can be seen that the average of ACAR is a positive
value, namely 6.14% in Table 4. It indicates that split share structure reform has a
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positive impact on the stock market and the listed companies. For the further
researches, it is found that there are 18 sample companies reaching to maximum
of ACAR, but only one of which comes from Shenzhen Stock Exchange.
However, 17 sample companies get the minimum of 4CAR, where there are 8
companies from Shenzhen trading post. So, it can be seen that different trading
posts should lead to different split share structure reform effect.

Table 4 Basic statistical analyses of ACAR for different batches

Maximum Minimum Mean Number of batches for Number of batches for
(%) (%) (%) ACAR>0 ACAR<0
Total Number in Total Number in
number statistic number statistic
ACAR 31.94 -7.13  6.14 24 24 16 16

Source: The data is collected by authors.

ACAR curve for the former 40 batches is drawn in Fig. 3. The former three
points in the ACAR curve are at higher level, because Chinese government
selects some companies with good performances as first three batches so as to
deploy the reform rapidly. With the reform launching completely, the ACAR
curve appears a declining trend, which is mainly due to the reform alternatives of
sending shares in the former batches. The investors consider that they do not
benefit from split share structure reform but they have to bear most of the reform
costs, whose psychological actions make the ACAR curve gradually decrease.
From batch 10 to batch 32, the ACAR curve has a rising trend, which shows that
the investors’ understanding is convergent at this time. After batch 32, there is
decline significantly in the ACAR curve, which is mainly due to some
lower-quality companies joining into the reform gradually and investors
worrying about the reform effect. It results a negative impact on the stock market
for last several batches.

ACAR
0351
03
025
0.2
0.15
0.1
0.05
0
—0.05
0.1

Fig.3 The ACAR curve for different batches
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4.5 Empirical results for different trading posts

Table 5 gives the basic statistics of CAR of Shanghai trading post sub-sample and
Shenzhen trading post sub-sample in the event period. Table 5 shows that there
are 590 sample companies in Shanghai trading post which holds 62.83% of the
total sample companies. And there are 349 sample companies in Shenzhen
trading post which holds 37.17% of the total sample companies. In the event
period of 40 trading days, the maximum CAR of Shanghai trading post is 80.95%
(statistics significantly) and the minimum is —46.06%. The gap between them is
127.01%. As well as Shenzhen trading post, the maximum CAR is 64.18%
(statistics significantly) and the minimum is —70.91%. The gap between them is
135.09%. The research findings show: it is 8.08% that the CAR gap between
maximum and minimum of Shenzhen trading post higher than Shanghai trading
post. So, it indicates that the CAR value of Shenzhen trading post has a greater
volatility than Shanghai trading post and we can see that the investors of
Shanghai trading post have more stable expectations than the investors of
Shenzhen trading post. Table 5 shows that it is 0.12% which the mean value of
CAR of Shenzhen trading post is higher than Shanghai trading post. This
indicates that shareholders of Shenzhen trading post get more abnormal return than
shareholders of Shanghai trading post averagely. From this perspective, it can see
that Shenzhen trading post has less effectiveness than Shanghai trading post.

Table 5 Basic statistical table for CAR of different trading posts

Shanghai Maximum Minimum Mean Total number CAR>0 Number of CAR<0 Number of
trading (%) (%) (%) of companies companies companies
post Total Notable Total Notable
number  statistical =~ number  statistical
CAR 80.95  —46.06 5.63 590 367 312 223 179
Shenzhen Maximum Minimum Mean Total number  (C4R>0 Number of CAR<0 Number of
trading (%) (%) (%)  of companies companies companies
post Total Notable Total Notable
number statistical number  statistical
CAR 64.18 7091 5.75 349 202 177 147 116

Source: The data is collected by authors.

In order to reflect the change situation of the stock market during the event
period, this paper draws the A4R curve of Shanghai and Shenzhen trading posts.
Fig. 4 shows that AAR curves of the two markets have the same trend roughly.
This indicates that there is relevance of the Shanghai and Shenzhen trading posts
and they are integrated. Fig. 4 shows that A4R curves of the two markets have
few fluctuations and generally form a gradual rising trend in the former event
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period. This indicates that investors of the two markets have stable expectation
on split share structure reform. Shanghai trading post has smaller volatility than
Shenzhen trading post, which indicates that Shanghai trading post is more
effective than Shenzhen trading post. It can be seen that A4R curves of the two
markets all have a lot of volatility in the later event period, especially in
Shanghai trading post, the gap between the highest point and the lowest point is
1.99%. This shows that investors are not satisfied with the methods of formula
announced in event day and Shanghai trading post has reflected more strongly.
So, Shanghai trading post is more effective than Shenzhen trading post.
AAR
0.015

0.01
0.005

0

-0.005

—0.01 - —*— Shanghai
—=— Shenzhen

Fig. 4 The curve of AAR for different trading posts
4.6 Empirical results for different boards

In order to analyze the impact that split share structure reform brings on different
boards, Table 6 gives the basic statistics of CAR of main board sub-samples and
SME board sub-samples in the event period. Fig. 5 draws 44R curves of the two
boards. Table 6 shows that the gap of CAR between the maximum and the
minimum in the main board samples is much larger than the gap in SME board in
the event period of 40 trading days. This phenomenon is mainly due to the large
number of sample companies in main board, accounting for 910, and only 29
sample companies in SME board. Table 6 also shows that the mean value of CAR
in SME board is far more than the main board and there is only one CAR value
less than 0 in the sample companies of SME board. On one hand, it indicates that
SME board has higher split share structure reform effect and has brought higher
abnormal returns to investors and listed companies. On the other hand, it also
shows that the SME board has less effectiveness than the main board. Fig. 5
shows that there is more volatility of A4R curve of SME board than the curve of
main board. The A4AR curve of main board has a stable state, but The A4R curve
of SME board has much larger fluctuations in the former event period. And the
AAR curve of main board begins to emerge larger fluctuations, but fluctuations of
SME board gradually reduce in the later event period. This indicates that there is
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an information leakage problem in SME board. From the volatility trend of the
two curves of AAR, it can be seen that the SME board and the main board is
integrated.

Table 6 The basic statistical table for CAR of different boards

Main Maximum Minimum Mean Total number of CAR>0 Number of CAR<0 Number of
board (%) (%) (%) companies companies companies
Total Notable Total Notable
number  statistical number statistical
CAR 80.95 -7091 5.19 910 541 464 369 295
SME Maximum Minimum Mean Total number of CAR>0 Number of CAR<0 Number of
board (%) (%) (%) companies companies companies
Total Notable Total Notable
number  statistical number statistical
CAR 61.60 -6.05 2095 29 28 25 1 0

Source: The data is collected by authors.

AAR
0.04

0.03
0.02
0.01
0
—0.01 -

—0.02

-0.03 - —*— Main board
—=— SME board

Fig. 5 The curve of AAR for different boards

5 Conclusions

The split share structure plagued the development of Chinese stock market and
resulted in the unreasonable ownership structure of listed companies. The
investigation shows that Chinese split share structure reform has had a positive
impact on the stock market and Chinese listed companies. Based on the above
discussion, there some conclusions and recommendations are provided as follows.
(1) The TCAR is equal to 5 329.27% and the mean of CAR is 5.68% for 939
sample companies in the former 40 reformed batches. It shows that split share
structure reform has positive impact on the stock market and the stock prices for
Chinese listed companies, which present that the split share structure reform has
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high effect.

(2)The ACAR for reformed batches is a positive 6.14%, but there is very large
difference between different batches. The gap between different batches is
39.07%. It can be seen that different combinations of Chinese listed companies
from different batches lead to different split share structure reform effect. The
companies with much better quality performance are of much higher reform
effect.

(3) The CAR value of Shenzhen trading post has a greater volatility than
Shanghai trading post and the investors of Shanghai trading post have more
stable expectations than the investors of Shenzhen trading post. The mean value
of CAR of Shenzhen trading post is 0.12% higher than Shanghai trading post.
This indicates that shareholders of Shenzhen trading post get more abnormal
return than shareholders of Shanghai trading post averagely. Meanwhile, it can
see that Shenzhen trading post has less effectiveness than Shanghai trading post.
AAR curves of the two posts have the same trend roughly, which indicates that
there is relevance of the Shanghai and Shenzhen trading posts and they are
integrated.

(4) The mean value of CAR in SME board is far more than the main board
which indicates that SME board has higher split share structure reform effect and
has brought higher abnormal returns to investors and listed companies. It also
shows that the SME board has less effectiveness than the main board. There is
more volatility of AAR curve of SME board than the curve of main board which
indicates that there is an information leakage problem in SME board. From the
volatility trend of the two curves of AAR, it can be seen that the SME board and
the main board is integrated.

Overall, split share structure reform has high effect in short term. But, it needs
a longer period to achieve the goals of split share structure reform. In the light of
the above findings, this paper gives the following recommendations.

(1) Tt needs to strengthen the training and indoctrination investors’ real
investment philosophy. It shouldn’t judge the performance of split share structure
reform companies on short-term interest, but we should concern about long-term
prospects for development of the companies.

(2) After split share structure reform, the government should strengthen stock
market regulation and give full play to the role of market mechanism in the
guidance of relevant policies.

(3) It needs to accelerate the pace of legislation and protect the rights and
interests of small sharecholders by legal. It also needs to foster more institutional
investors entering into stock market and form the balanced situation of various
shareholders, which can make split share structure reform have long-term effects.

(4) It needs to perfect the corporate governance structure of listed companies,
improve the corporate governance performance and give full play as the main
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part on the stock market which can protect the sustainable effect of split share
structure reform.
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