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Do Price Limits Enhance Investor Overreaction
When Prices Close At Price Limits

Wu Linxiang, Xu Longbing &Wang Xinping
(Postdoctoral Laboratory, Shenzhen Stock Exchange; Research Institute, GF Secuities Co. . Itd; Genter for
Economic Development Huazhong University of Science & Technology)

Whether the price limits enhance investor overreaction is an important issue for the evaluation of the effectiveness of the price limit
system in China stock market. Some empirical studies had showed that China stock market overreacts when the stock prices close

at pace limits. Howeves we find that price limits can sgnificantly reduce, rather enhance, investor overreaction although they
cannot eliminate investor overreaction fully. Furthemmore, we find that price limits themselves cannot induce investor overreaction.
So we conclude that price limits do not enhance investor overreaction when price close at price limits.

Key Wards: Stock Exchange; Price Limits; Overreaction; Enhancement

JEL Classification: G100, G140

An Analysis of the Deviation of Stock Market
Price from Its Intrinsic Value

Zhao Zhijun

(Institute of Economics, Chinese Academy of Social Sciences)

In this paper two intrinsic value— Book Value ratio models based on residual income (eamings) valuation theory are developed, by
which the deficiencies of traditional linear information models built by Ohlson (1995) and Feltham and Ohlson (1995) are made
up. According to the models, intrinsic value— book value ratio depends on the cost of capital, retum on equity, policy of eamings
distribution and time limit of resdual income or lifetime of company. It is estinated that, on average, maiket price of stock in
Mainland China is much higher than its value estimate and that the matket price for ST class stock is even higher. Presently, the
adjustment experiencing in Chinese stock maiket is of structural and institutional characteristics and will probably last for long time
period.

Key Wards: Residual Eamings; Intrinsic Value; Intrinsic Value-Book Value Ratio; Matket Price-book Value Ratio

JEL Classification: G12 M41, C30

Economic Effects of the Institutional Change
of China’ s Pension System

Zheng Wei & Sun Qixiang
(School of Economics Peking University)

Taigeting on the current institutional change experienced by China’ s social pension system, this paper constructs a two— pernod
dynamic life cycle simulation model in a general equilibium framework. We quantitatively smulate the economic effects of this
institutional change from five different dimensions. Our analysis shows that afier the institutional change, capital, output and
capital— output ratio will rise, interest rate decrease and wage mate increase, individual utility improve and pension replacement
nate rise, income distribution gap reduce and some transition price emerge; generally speaking, the economic effects of the
institutional change of Chind s social pension system are positive.

Key Wards: Pension System; Institutional Change; Economic Effect; General Equilibrium

JEL Classification. H550, H420
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