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Are There Trends in Chinese Stock Market?

Abstract: Most stock markets world wide have the momentum effect that stock prices tend to
move in the same direction half or a year ago, but not in China. When we consider short-term
trends captured by technical analysis, we find for the first time strong empirical evidence that
the Chinese stock is as trending as other markets do, say the US. The abnormal returns from
short-term trend-following, the «'s, are both economically and statistically significant. Our
results suggest that behavior finance and investment theory with asymmetric information are
as relevant in China as they elsewhere in the world.
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K1 AP EAK TS RATHRE

Exchange Market Return # Firms Trading Firm Market Cap Volatility Turnover Amihud
Mean Std Dev Skewness Kurtosis Volume Age
SSE 24.0 40.0 3.07 524 524 333 120.0 5.07 47.1 43.5 0.66
SZSE 16.1 394 0.83 23.3 443 21.1 118.3 2.33 48.1 48.9 0.39
Total 19.0 37.0 1.12 25.7 958 53.9 119.2 3.82 47.6 459 0.54

R ARME T HEAR T H G RAE . TAT IR T _EA T FIRAS BT LN A8 5 BT 6 91 5 BT 3% 168 H i 3iE Z2 41 & s R RS AL 5 IREAR A . FEARRIE
e ERNESE, RADEWE T AT FRAZ I BT AR B, Ad or MR, Aal T, Wi sh®, FER LS ATES 2 &) i An i hadil & 17 P39 s 2
R NP BRI R, B tRoR. RS A R T ER A HLT NR T AR BOAERH AR R FEEHE 2 LR Anihadl 5547 R 1,06 o FEA
X[ AN19924FE1 H2H HFF 4, 12012512 H31H 45K .
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K2 LB ERRI KB EEA & NB 3 F 15 5 FEN 5

Rank Avg Ret Std Skew  SRatio Avg Ret Std Skew  SRatio Avg Ret Std AM2  Success
Dev Dev Dev
Panel A Panel B Panel C
Volatility Quintile Portfolios MA(10) Timing Portfolios MAP
Low 20.19%** 3436  1.29 0.50 26.29%**% 2370  2.08 0.98 6.68 24.83 16.59 0.53
(2.59) (4.88) (1.18)
2 23.14%**% 3715  1.48 0.54 30.89*** 2562  2.38 1.09 8.42 26.84  20.30 0.54
(2.74) (5.30) (1.38)
3 22.66***  38.61 1.32 0.51 33.59*** 2659 229 1.15 12.68**  27.77  24.76 0.54
(2.58) (5.56) (2.01)
4 23.80%**  40.66  1.38 0.51 34.79*** 2764  2.56 1.15 12.65% 29.65 2598 0.54
(2.58) (5.53) (1.88)
High  17.13* 40.72  1.32 0.35 30.82*** 2641 1.20 1.05 15.24**  30.84  28.78 0.55
(1.85) (5.13) (2.17)

R ATV T L 2210 KRB s M A KRR HINH, X 10K AN # KA kR R, JRERE S R BATEE T b
BN RS R S BT RS AE BRI S o BRI IS AR S PN 2 b, S HIE “AETmTh” ES, BATEAE AR S BB T4
FIRER DR EREALE, BNEE “AETSR” W55, BATKAE S5 HBEPE T30 H TGRS AT BAl TREIX A3 3% KNI 1%
EHAE AR R ARE T “CENIHRER” M P IR S A T IREEE (AvgRet) , bidEZE (StdDev) , PLAAfE (Skew)
(A , B VRm skl m G A & (4B) , VLB PR RIS S A A5 “EANFFRAT 7 WA 5 2 Z BT
BIRSEAA (MAPs) [AHRAR B (41C) o XS BB HEMI E o LRoRm. BATEW S T “ENIHEA " S5 R 50 135 £ 0 5 s
ISR A L (SRatio) , FFHRAS T ML (A as 2 O RS sl PR R4 (MAPs) [FIN% . NeweyMWest (1987) {1z fik
PE-GEi e S &R, e, ok, 25 0IRIR 1%, S%AT10% R E MK o FEARX A 1992451 H2H HIF4E, #120124:12 H31H 45
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R3O FIERI 2 B A & R 3345 5 FE I SR

Rank Avg Ret Std Skew  SRatio Avg Ret Std Skew  SRatio Avg Ret Std AM2  Success
Dev Dev Dev
Panel A Panel B Panel C
Volatility Quintile Portfolios MA(10) Timing Portfolios MAP
Low 33.29%*%* 435] 1.89 0.69 45.34%**% 2959  2.54 1.43 12.42% 31.89 3195 0.55
(3.45) (6.91) (1.76)
2 30.61*** 41.07 140 0.67 43.61%**% 2877  2.79 1.41 13.04** 2929  30.32 0.55
(3.37) (6.84) (2.01)
3 23.96***  40.54  0.99 0.51 34.34*** 2782 249 1.12 10.60* 29.50  24.68 0.54
(2.67) (5.57) (1.62)
4 20.60%** 3820  1.24 0.46 32.08*** 2641 248 1.10 11.49% 27.59 2440 0.54
(2.44) (5.48) (1.88)
High 18.60** 37.00  1.63 0.42 32.28*** 2620 3.14 1.11 13.54**  26.11 25.73 0.54
(2.27) (5.56) (2.34)

R ATV T HIL 2210 KRB sl M A KRR HIINH, X 10K AN # R kR R, JRERE S R BATEE T b
BN RS R S BT RS AE BRI 5 o WSS AT IS AR S P IIS 2 b, S HIE “AETmt” ES, BATEAE TS HE%E T4
FRUBER 0 IO SR, B “AETISH” 055, BATKEAE A5 BRI T30 H JC A BT FATTRIX FANMZ A wl BNl 4y
(B SE A A AE P W77 o BRATIIRAE T “ SENIFEFAT 7 Sl N IEUMER S & 10 T ZE K (Avg Ret) , btz (Std Dev) , BAKARE (Skew)
(A , By VRm skims S A A (4B) , VLA PR RIS S A5 “EANFFRAT 7 WA A 2 Z BT
PIRSEAA (MAPs) [AHRAL B (41C) o XU BB HEMI H o LR R, BATEW S T “ENIHEA " S5 R 5 135 £ 0 5 s
RN AR (SRatio) , JFHRAS T HIM2IMIEE (1 a5 26 FIH B B PRI (MAPs) [RIN2%E . NeweyfWest (1987) [f1F& fik
PE-GEi e S &R, e, ok, 25 0IRIR 1%, S%A10%M R MK FEARX I N19924:1 H2H HIF4G, 12012412 H31H 45
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R4 LFARERR MR EA & NB 3 FE 5 N 5
Std Std Std

Rank Avg Ret Skew  SRatio Avg Ret Skew  SRatio Avg Ret AM2  Success
Dev Dev Dev
Panel A Panel B Panel C
Volatility Quintile Portfolios MA(10) Timing Portfolios MAP
Low 23.69%** 38.03 1.99 0.54 35.23***  26.60 4.27 1.21 11.70**  27.17  25.35 0.54
(2.81) (5.98) (1.94)
2 23.31***  38.80  1.47 0.52 35.59*** 2656  2.83 1.22 12.66** 2827  27.25 0.54
(2.71) (6.05) (2.02)
3 29.66*** 3981 1.46 0.67 38.31***  28.06  2.69 1.25 8.74 2824 2339 0.54
(3.37) (6.16) (1.40)
4 27.85%**% 41.04  1.15 0.60 38.90*** 2853  2.15 1.26 10.95% 29.50  26.76 0.54
(3.07) (6.16) (1.67)
High 20.77** 43.07 1.35 0.41 3247*** 2860 1.54 1.03 11.60% 3220  26.56 0.53
(2.18) (5.12) (1.63)

R BATHE T R 210K B s T M Mk F R B R, X 10K TR R F RS, IR R, AT imat b
PSR Y BTN AR A RS S o WER M AT S EER S PR 2 b, SR “ETHT” ES, BATKAE TS HERE T4
HRRI IR SR ALA, BN “AENISH” 55, BATKEAE S S R T30 H I E &m&gﬂA?ﬂ%$k¢mAMh
SN AE MBS R BATRE T LGRS N IR AL A TS R (Avg Ret) , BR#EZE (StdDev) , DU AWE (Skew)
(A , B VRm sk S A A E & (4B) , LB PR RIS S A A5 “ENFFRAT " WM A5 2 Z BT
BIREEAA (MAPs) [AHRAR B (41C) o XS BB HEMI E o LR, BATEW S T “ENIFEA " S5 TR 5)) 135 £ 0 s
%%ﬁAMEMEﬁ&<mmw,ﬁﬁ#TMMmumW Eﬁ%b@?ﬁ%?ﬁA(MMME%HﬁZNWWﬂWw(wW)m%&
PE-GEi e S &R, e, ok, 25 0IRIR 1%, S%A10%M R E MK FEARX A 1992451 H2H HIF4s, #120124:12 H31H 45
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&5 K AEEE KIMAPs[ i # 3

Rank CAPM Fama-French CAPM Fama-French CAPM Fama-French

Volatility Quintile Size Quintile Turnover Quintile

Low 12.11%** 12.87%** 21.4]%** 25.777%** 14.68%*** 16.16%**
(3.028) (3.222) (3.963) (4.928) (3.5206) (3.921)

2 14.48%*** 16.88*** 20.09%** 24 2D %% 11.94%** 14.22%%*
(3.283) (3.900) (4.042) (5.049) (2.720) (3.274)

3 17.64%*** 20.19%** 15.38%*** 18.28%*** 14.57%** 17.46%**
(3.934) (4.583) (3.146) (3.815) (3.187) (3.926)

4 18.45%** 22.02%** 19.18%*** 20.69%** 21.71%%* 24 75%**
(3.802) (4.677) (4.168) (4.524) (4.404) (5.118)

High 20.79%** 24 772 %** 19.60%*** 19.77%** 26.54%** 30.96%**
(4.202) (5.169) (4.872) (4.928) (4.862) (5.822)

R AR T CAPMAIFama-French = K B0 144 10 K B8 3 ~F- 3 PRI SR JE BUF AN [FIMAPs o 1 &
A 7 R IR . NeweyMIWest (1987) MAMEMEt-Geil ARG 5 PR, %, %, *5I1ERIR1%, 5%
0% 2 E Ko FEARRKIEN19924E1 H2H HIFUR, #120124E12 H31H 450K
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