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Table 1 List of PBC’ s interest rate cuts and RRR cuts, 2014 —2015
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Table 2 Descriptive statistics of main variables
A AF AR FEA I X LREIVR 4 P25 3% P75 434 Frif 22
VPIN I AE 5y Ll 73 039 0.1132 0.080 9 0.036 9 0.144 7 0.1359
Return WM s R 73 039 -0.002 7 0 -0.023 8 0.018 4 0.040 7
ReturnO FF &l 25 % 73 039 -0.004 5 0 -0.027 8 0.021 6 0.0522
Volatility W sh% 73 039 0.0419 0.035 8 0.024 0 0.054 6 0.023 9
Trade ACEERL 73 039 14,97 8 7 648 3713 15 640 29 083
Volume A 73 039 27 293 406 11 108 080 4 905 967 25 161 043 68 859 267
VolumePT R E 73 039 1 599 1 459 1 056 1 967 825
Baidu index e 2 o R A 73 039 4 924. 67 2 439 1257 4318.5 6 420. 37
Sina index % 2 T I S5 5K 73 039 4.891 8 3 1 6 5.2518
Size N TEI R 73 039 10 912 3 446 1 633 8 482 23 480
Leverage FLAFR 73 039 0.425 1 0.4115 0.250 2 0.5912 0.212 1
ROA WA R 73 039 2.376 7 1.569 0 0.379 2 3.7559 3.561 8
IIHR ML 2 HE I He ] 73 039 0.388 2 0.397 8 0.196 1 0.570 9 0.229 1
MTB A M T E 73 039 6.100 0 4.687 1 3.058 6 7.435 8 4.606 0
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Fig. 2 Baidu index of PBC’ s interest rate cuts and RRR cuts
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Table 3 Comparisons of big trades and small trades

o a0
K LT
I3RS 1 059.56 373.37
VPIN 0.35 0.32
Trade 94. 92 107. 38
Volume 384 447.44 | 23272.84
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Table 4 Event study results of trading

P
Ap i SGHE | FEH IE#H
(IEHH - F{FH)
WMl 0.0022 | -0.0043 | 0.006 4"
Return - )
% | 0.0019 | -0.0017 | 0.003 5
B | 0.0122 | -0.0094 | 0.021 6
ReturnO )
% | 0.0114 | -0.0028 | 0.014 27
¥ | 0.0389 0.042 9 -0.004
Volatility .
i | 0.0336 0.036 6 -0.003
Pl | 27481423 | 27231227 | 250 195
Volume
Hrr % | 10 984 798 | 11 136 066 | — 151 268
P | 13989.5 | 15344.2 | —1 354, 8%
Trade )
ik | 7 022 7 887 -865 "
M 1687.5 1569.7 177. 87
VolumePT -
R | 1545.95 | 1430.68 | 115,27
W | 0.1242 0.1095 | 0.014 6***
VPIN
% | 0.080 3 0.0811 | —0.0008**
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Table 5 Regression results for informed trading before PBC’ s interest

rate cuts and RRR Cuts

el VPIN
A
- 1 2
0. 400 0*** 0.395 17
Intercept
(76.72) (74. 40)
0. 006 37** 0. 006 37**
Eventdate
(8.56) (8.49)
-0. 1 Fxk
In( Baidu index) 0.0016
(-3.31)
Ret —0.284 8% -0.285 0***
eturn
( -36.02) ( —36.05)
. —0.457 1% —0.474 0%
Volatility
(-25.25) ( -25.74)
-0.016 4*** -0.016 2***
In( Volume)
( —44.28) ( -43.31)
o -0.001 4*** -0.001 8***
In( Size)
(-2.62) (-3.37)
I 0.011 07 0.012 6™
Leverage
& (5.18) (5.89)
ROA -0.000 2*** -0.000 1
( -2.16) ( -0.69)
JIHR 0.012 77 0.013 17
(8.12) (8.36)
MTB -0.000 9*** -0.001 0***
( -10.59) ( -11.15)
.. -0.004 9*** -0.004 9***
Composition
(-3.73) (-3.68)
*kk *kok
Type of stock market 0003 6 0.003 6
(-4.92) (-5.02)
-0.012 2% -0.014 5%
Dummy 40
(-11.87) (-12.87)
Dummy, 0.002 3** 0.003 57
financing (2.05) (3.02)
A7l 11 2 00 JE =
i R 0.117 6 0.117 9
N 73 039 73 039

iE: Eventdate =1 A H, Eventdate =0 A 1EH 3¢ 5 H;
Composition = 1 2} I 5 300 i 43 B, Composition = 0y JE I
300 JL 538 Type of stock market = 1 A 1 #iE 25 28 55 T LT 1Y Ji
I, Type of stock market = 0 S WRINUE F5 32 5y B bl 169 I s
Dummy 00 @ =1 K325 B T4:F 2015 44 F 21 H, Dummy 0 =0
MG BT 2015 4F-4 J1 21 B Dummygin® = 1 285 BIRT
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Fig. 3 Comparisons of VPIN, Trade, VolumePT, ReturnO between event day and normal day
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Table 6 Comparisons of VPIN of event day and normal day

on different VPIN group

VPIN
YPIN IE#H HH i
(IEH H-FEH)
N 0.072 4 0.074 0 -0.001 6
0.093 8 0.105 4 -0.011 6***
' 0.110 9 0.1333 ~0.022 4***
* 0.167 0 0.189 2 -0.022 2%**
28
(VPIN /N = |=0.094 6% —0.115 1***| 0.020 5***
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Table 7 Bivariate comparisons of VPIN on different industries
_ X . M
Tk FPEH | ERE N
(FH - 1E%H)
ARATIESR s
=~ 0.203 6 0.1453 0.058 37"
Js {7l
HABATY 0.188 5 0.168 0 0.020 5™
PN 0.0151 [-0.0227"  0.0378"
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VPIN,, = a + B Eventdate; , + B, Industrydummy,, +

B.Control variables,, + &, ,
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(5)
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Table 8 Regression results: Stocks with higher information asymmetry
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Table 9 Comparisons of opening price yield rate on different VPIN

and industries

and stocks benefit from interest rate cut and RRR cut

VPIN (4 HH EWH 2518
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‘ 0.024 5% VPIN | $RATiER
Vpindummy 0.019 5 -0.011 {0.030 5™
(26. 86) K| B RO
‘ 0.003 0" JhesE HAAT@ 0.009 3 -0.006 4 |0.015 7
Vpindummy x Eventdate
(1.74) ZHE(D-) | 0.0102™ | -0.004 6" 0.014 8™
Industrydummy (_ 0‘10 122)2 ST U S RIERIRTE 10% 5% 1% 1 KT T .
] 0.008 6*** Loyt N = AR R, /N Y
Industrydummy x Eventdate — .
(2.54) XAy Z Ja AR R N H N AE 5 X 4
e AN =N 729 739 N N N
Feil 2 it Ffl H TN, R 1 TR A R B L i HLK
A7 b 1 50 = 7 s s . .
meE o BEE AR AR AL TN W
RS . . \ S s N e S .
v P P HEEME T E A F BB G EAR I HE, 78

O BT AR A 2 B TE BN RR AR B 1
BEAS: T U MBI FORTE 10% 5% 1% 1) i E VKT F i
F AT TN .

e R P E L T + 17 A8 S WL, 2 9 4R
T T AR SN PR LR e B R A
HEFAT AP IT B AR 2R A X L, T ] 52 B 45 1
B HAfEIES H VPIN /NS IEH H VPIN Kk
S FEH TSR I AR R B e TR H
A 3. AR IR H AT AL 1T S I 5 R
FRTARAT VISR B A7l B, AR AT Ik
I3~ g M AT AE B B R T A AT R, EATH AN
W 48 25 R T HAAT M. I LI o S R i)
&, R TERE SRR AT, AR K B
G RTET Y LA B e AR W 4, F H T A4
Al B WeaR R T HoAb AT, M B T 1E % H VPIN
R JBESR A 2 R 0 22 S S fin B .

3.3 HEBEMKX/NEXZSZRH

N T RSt — L TS AL 5 H AT
AT A2 o i, AT S min B9 H NS )
BRI 2B 52 5y BAE R AM IR 25, R 6% 5 By A 12 H
N Z 5 R, & oM 258 5 Bl A ik
TEREAR FITAT IR 58 5 WO TT B HE PP o A5 2T T B

HH 00T T RS & H Y, 2 i i P 50 T B
B R AR N LRSS 5y H .

P 4 sty 1 P R B AR B
FAFEHAIE S H ARG WH S min 51
i LR el S EMESE A H T A P Z R R R
JIT o5 L A5 S 2 v T RS IO I T TE R H B R B
LU, ZINERLBIT o5 L5190 S 38 A0 17 60 ROz I 8] TE R H A
L. WAL RS FUA A IR TR] A5 R B L il vy
FAEH H I E/N A H A 7 P4 B a8 2 v T
IEH B WG B R R 2Bk AL
BB AL E 5 2 A 9% < A PR ) W
111/ EL ] BRI /NI P BT A A Y R
A o T RRRRAE By F AR T BEA T 3% 5 T A
LA, DR B HG 51 ) Sl 25 0 o, /1N B 491 £
T EREAR, U] TR MR R H 2 TAE T
Yy b RAZ D8R L, BT RS E T LT AL
Gy HU/NELP AR S s Z 05 8 BIVE T SR A P
FE, AR LA R R > AR T A
JR RS IEHR HECA 25, al el o s
TETH 9 LS8 T 28 5 o /1N B A B 73 P a5 A 35 0
A T RERO BT BT RE AT W
THIRIETINR A



i

B

Eibd 2020 4E5 H

3
g3

(&) KHLLH

(‘a) Big trades ratio

(b) /NELEEA

('b) Small trades ratio

4 FHBESEEHX/NMEEG

Fig. 4 Comparisons of big trades ratio and small trades ratio between event day and normal day
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Fig. 5 Comparisons of volume by big trades and small trades, ReturnO between event day and normal day

(a) K/ VPIN
(‘a) VPIN by big trades and small trades

('b) VPIN ¥ KR
('b) Growth rate of VPIN

El6 EEHSHEHEEKXNAVPIN G VPIN BKEST

Fig. 6 Comparisons of VPIN by big trades and small trades, growth rate of VPIN between event day and normal day

4 RS

4.1 ETHEEZRANEREENPES
HISCOM IR SR i ) B B o i 0
Hh AR T AR S e A TR A AR i I L R T
FRERRECR A TR LR ERENES
58, HA O B9 FBIAR DR, BI0P X T R B R )
PUHIRE Ty 55 THLK £ 58 LA £ 582 %) T 8

e o 27 B TOUR B IR O . BT TR I 2 I P Y
FIERR B T IR N Ak {5 B2 48 B 1
SH T P 8 7 A AT B A K AR SR 5 O [ B
SR RAT N R RO B &, B BA Lk B
TRAIRE A7 A £ S8 U2 T8 A5 R i TR 00 22 4T
2014 - 11 =01 ~2015 - 10 - 31 #9842 3, ¥
BRI WRE H B BLA IR S R R v T
AR B R ORI R 5 5K 8 PR
TEI2 10 YL, VPIN 553 R R g I 4%



(4

Biiil

B

¥ 2020 4£5 A

R R AAE 35 10 IE ) G AR, UL BLAT 2l 1
RV 228 73 A o T R JE ek i ) U 2= 38 in 52 53 #91
SR FRRERE , 5] H2 d W B $5 98 5 2 A 4 30
FIWTHEAT PR RIS S AFR e 1 PO A A L
Eventdate. Vpindummy- Vpindummy X FEventdate-
Industrydummy « Industrydummy x Eventdate {1 Z %1
T AR EEAR S 2 S A 8 AL AT WL AR AR
] 1 Ml AU T T I S 63 o S ) D ) S Al
b BB R H RS B PR R
XoF T AR AN R R R JRE e R A R R 4 P
5 TERE S REE O H AR B A FRAR B 15 5
Z. YL AR RIS 2 o, OF HR IS AL 5
BRI%AE BAERER B2 5.
®10 SHNRMSHAIESSIERNEEAER

Table 10 Regression results including Sina index
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SEA 1 BRI 2 ST AR 3 ST B R X AR
RERTHEAS: * SRR LE 10% (5% 1% 19 5 K
T G 4 A
4.2 FEIFESHEAETHA T

AT I T AR AT Y o SRR T B T ISR
FAAEAR AT , o My MG o 23 Jd X 24 A 22
OE S aRAT T TR A 45 T 1 FI W, X 4%
TR PEAT BOA L 1] LASRATFE 1 5 B b7 A, (5
SRR BE T T T4 JEL A v A Ak [R] R AR M2 1 v

e VPIN ¥ o S HIETRE HE
] 1 2 3 5 NMEH | AR 4R | ¥
; 0.373 3™** |0.330 6*** |0. 405 2 *** 1 | 2014 -11 -21 | 2014 —11 -21 18 599 304 8
ntercept
(71.43) | (61.73) | (28.61) 2 [2015-02-04 | 2015-02-4 | 25247 14 444 |
0.002 6*** |0.001 6 |0.005 8 ***
Eventdate 320150228 | 201502 -27 | 30 844 1428 6
(3.52) (2.67) (2.96)
PP 4 |2015-04-19 | 2015 -04 —17 | 41 004 3595 4
Vpindummy (27.30) 5 | 2015-05-10 | 201505 -08 | 46 819 3793 3
_ 0.003 3" 6 | 2015 -06 -27 | 2015 -06-26 | 42 631 2676 5
Vpindummy x Eventdate
(1.92) 7 | 2015 -08 =25 | 2015 -08 =25 | 22 440 5837 2
-0.011 4"
Industrydummy - 8 |2015-10-23 | 2015-10-23 | 13 860 1020 7
. o 0.008 7** IFE 12 1) 8 B R R 48 0 e sk mT
LTy X Rventdale N
mm— (2.43) DI W AR T i B B B St T
Sina inde 0.002 27 10.002 1 |0.001 9** BYTHE , (A 8 v o R AU 2 & T A
(3489 | (35.48) | (11.82) BRI S] SN i R LI E <7 Tl e =i e S 12|
2 ) 70 2k 2y s X . .
T TR HBRBEREI R F A VPIN JEROICE . e
A Ml 1 72 50T : 3 : o s g s o
R 5 ;:28 5 :56 5 :06 FYAE A 3 K T ASAEAE TH A [ B 8 o =
YAl N . .
Il x4 ; SRR 1| B
; B ATkt e A e BRI, T

Y EX TR ERTHE M 2, 525 h I 2 5
R L B9t 2 b sy, T ELARDGS S50 H AU AN i i
R, 1Y Ao B s R At ok, EE
e AFAERE SRR B TR EAS 2 T 3 Wi 2 3¢
IR AZ R B R 52 5y i ( VolumeBT) . RIVHEXT
e R TUA, e gt B A RE R m e FF H
T 1SR A B G U H 32 i AT S B s, i
ELT 7R ik 58 5y S 808 W R B4, R B sg
Gy LB B S A0 1, SR 1 B 22 AR B



%5 WA HLERARE: RKAERE SRR S 2 5 — 69 —
Sy AFFE AN F A H 13528 B 3 N 2 Mok 05 = askpricej(- v bidprice](- K )

AT/ Sy, A T O N 2E 5.

R IEAAAAE BN FAF H B2 A i
HIRIPEER( TradeBT) Hf LLAFAETUA B S A4F H 2
T, T GLAIUAA AR 3 fh i 2 AN A7 AE ORI 2R
PEH TR AL 5 2 T . Bk EE, 15
AN X ek R A o = PR A A O], 0 T AL B 3
Kt A5 B AT 158 5y O P o iy Al o
T i) T 37 A X e JE g A TR I 8 o
EERORN PALBE IS A, R I S AR, o i 1A
] UL e SRR AT BT AR AT 52 50 BRAR,  l
SEAEANAFAE TR 14 3 S e 4 2 A1 Al LA B 3
A SR AR B A 3 L T 2L 5.

R12 FREBMATEZBIERER

Table 12 Comparisons of trading on different predictions
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Table 14 Regression results: ES and QS
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Fig. 7 Comparisons of ratio, volume by big trades and small trades between event day and normal day ( Quartiles)
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Table 15 Statistic test of event study on different market environments
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Table 16 Regression results under different market environment
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Abstract: This paper investigates the informed trading in Chinese stock markets by a natural experiment of the
PBC5 interest rate cuts and reserve requirements rate( RRR) cuts. The empirical evidence shows that the return
by opening price, volume per trade and the probability of informed trading appear a significant growth, where—
as the volatility and the number of trades dramatically drop in the trading day prior to the PBC% interest rate
cuts and RRR cuts. Moreover, the probability of informed trading increases more considerably in some stock
sets such as the stocks with higher information asymmetry and the stocks from banks, securities, real estate in—
dustries which benefited more directly from the monetary policies. Our study also finds that prior to the release
of interest rate cuts and RRR cuts, the volume and proportion of the big trades rise significantly, and the prob—
ability of informed trading both in big and small trades is also higher than in the normal situations. These re—
sults indicate that Chinese stock market has informed trading during stock market crash. Some rich investors
use the insider information to trade stocks and get additional revenue in the market before the information sig—
nificantly leaks to other rich investors and individual investors.

Key words: informed trading; interest rate cuts; RRR cuts; information asymmetry



