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ABSTRACT 

 

This paper examines the price synchronicity of U.S.-listed Chinese firms compared to other firms listed in the U.S. 

market. Our results show that the stock prices of U.S.-listed Chinese firms contain more firm-specific information 

rather than U.S. market or industry information compared to other firms. Other foreign firms listed in the U.S. also 

co-move with the market less than domestic firms. However, Chinese firms listed in the U.S. have even lower price 

synchronicity with the U.S. market than other foreign firms. This effect is stronger especially after the Public Company 

Accounting Oversight Board (PCAOB) signed a Memorandum of Understanding (MOU) on audit oversight with the 

China Securities Regulatory Commission and the Ministry of Finance in 2013, which makes PCAOB unable to inspect 

working papers of auditors based in PRC and Hong Kong. The above findings provide implications that information 

asymmetry and low level of market integration reduce price synchronicity. 

Keywords: Price Synchronicity, U.S. listed Chinese Firms, Foreign Listing, Information Asymmetry, Market 

Integration 

 

1 Introduction 

Price synchronicity, which shows stock price informativeness, is an important measure for market efficiency. 

According to Roll (1988), the stock price synchronicity can be calculated from the R-square derived from the Fama-

French asset pricing model and it measures how stock returns co-move with market or industry returns. A relatively 

low synchronicity indicates that stock prices incorporate more firm-specific information compared to market or 

industry information (Morck, Yeung, and Yu (2000); Durnev, Morck, Yeung, and Zarowin (2003); Jin and Myers 

(2006)). Many papers have been exploring various factors that can affect price synchronicity. For example, Gul, Kim, 

and Qiu (2010) document that synchronicity is a concave function of ownership by the largest shareholder with its 

maximum at an approximate 50% level and that foreign ownership and auditor quality are inversely associated with 

synchronicity. Yu (2011) shows that stock price informativeness increases with the quality of a firm’s corporate 

governance. Lei and Lu (2016) find that foreign ownership improves price synchronicity. Francis, Hasan, and Kostova 

(2022) show that stock price informativeness does not change significantly after cross-listing. However, little is known 

about how foreign listing affects the price synchronicity of the listed stocks, which are oftentimes associated with high 

information asymmetry for host countries’ investors. 
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Our paper fills this gap in the literature by examining the price synchronicity of foreign stocks listed in the U.S. market, 

particularly Chinese stocks listed on the U.S. stock exchanges. These U.S.-listed Chinese stocks are headquartered in 

China, where information disclosure regulations and policies for public firms are very different from the United States. 

The required information publicity and transparency for these firms can be lower than the requirements for U.S. firms, 

or firms located in other developed countries. Furthermore, U.S. investors can be less capable of accessing or 

processing information of U.S.-listed Chinese firms due to language or cultural barriers, leading to a lower level of 

familiarity with their stocks compared to other U.S.-listed foreign or domestic stocks. Chinese stocks listed in the U.S. 

can have a hard time being integrated into the market as well as other stocks. Thus, we come up with the following 

hypothesis: 

 

H1: Due to high information asymmetry and low investor recognition, we expect to see lower price synchronicity for 

U.S.-listed Chinese stocks compared to other stocks listed in the U.S. market. 

 

For a similar reason, we propose the following hypotheses: 

H2: We should see lower price synchronicity for U.S.-listed foreign stocks compared to U.S.-listed domestic stocks. 

H3: We should see lower price synchronicity for U.S.-listed Chinese stocks compared to U.S.-listed foreign 

stocks. 

 

To further examine how foreign listing can affect price synchronicity through the channel of information asymmetry, 

we bring in an exogenous shock that reduced the information disclosure level of U.S.-listed Chinese stocks to an even 

lower degree. In 2013, the Public Company Accounting Oversight Board (PCAOB) signed a Memorandum of 

Understanding (MOU) on audit oversight with the China Securities Regulatory Commission and the Ministry of 

Finance. This policy change makes PCAOB unable to inspect the working papers of auditors based in the People’s 

Republic of China (PRC) and Hong Kong. Over the next following years, the Chinese government has prevented 

Chinese-based auditing firms from complying with U.S. law on audit inspections. This change made U.S. investors 

cast more doubts on the transparency and credibility of the information disclosed by the Chinese firms that listed their 

stocks on the U.S. stock exchanges. Thus, we formulate the following hypothesis: 

 

H4: After the policy change in 2013, the effects stated in H1 and H3 should be stronger due to an even higher level of 

information asymmetry for U.S.-listed Chinese firms. 

 

2 Materials and Methods 

In this section, we describe the data we use in this paper. Our original sample consists of 13986 firms listed in the U.S. 

market from Compustat-CRSP merged database. Our sample period is from 2000 to 2020, which consists of 125541 

firm-year observations. We do not include observations after 2020 to avoid the effects of COVID-19 special conditions 

on the market. We further exclude firms within finance and utility industries following the major literature, which 
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makes our final sample 10265 firms and 73705 firm-year observations. In unreported robustness tests, we find our 

results remain even if we include finance and utility firms. 

 

We identify firms as foreign/U.S. firms based on the "FIC" flag provided by Compustat, which indicates the country 

of origin where the firm is incorporated. A firm is defined as foreign if this flag is not labeled as "USA". We can 

identify 2207 foreign firms while 1953 not in finance or utility industries, which makes 13137 firm-year observations. 

For the list of U.S.-listed Chinese stocks, we start with a list provided by USCC (U.S.-China Economic and Security 

Review Commission) on its official website. Then, we further manually check firms registered in the Cayman Islands 

or the Virgin Islands one by one to see if they are Chinese firms because many Chinese firms choose to be incorporated 

there for tax considerations. We consider a firm to be "Chinese" if its major operations are in China, or its headquarter 

is located in China. In the end, we can identify 303 Chinese firms, while 272 of those are not in finance or utility 

industries, which leads to 1474 firm-year observations. In unreported robustness tests, we also include firms 

incorporated from Hong Kong area as Chinese firms, and find our results remain. 

 

The main dependent variable used in this paper is firms’ stock price synchronicity. We calculate this variable following 

Gul, Kim, and Qiu (2010). We first estimate the following market return model for each fiscal year: 

Reti,t = α + β1∗ MktRett + β1∗ MktRett−1++β3∗ IndRett + β4∗ IndRett−1+ εi,t ,             (1) 

 

where for firm i and day t, Ret is the daily return for firms traded in the U.S. stock market; MktRet is the daily value 

weighted market return; IndRet is the daily value weighted return for the industry that firm i is in. We classify 

industries based on Fama-French 12 and 48 industry classifications. In unreported robustness tests, we conduct tests 

using 1-digit to 3-digit sic code and find our results remain. We measure industry return by value weighting all firms 

returns in the industry while firm i is omitted. Equation (1) also includes lagged market and industry returns to avoid 

potential concerns from non-synchronous trading biases (French, Schwert, and Stambaugh (1987)). This estimation 

allows us to isolate total return variations tied to market and industry factors affecting all firms from firm specific 

factors. We then construct our synchronicity measure Syni by taking a log transformation of the R2 obtained from 

Equation (1) for each firm in each year: 

 ,              (2) 

 

Our main empirical methodology is to run statistical regressions to see how the stock price synchronicity of U.S.-

listed Chinese stocks differs from that of other stocks in the U.S. stock market. 

We conduct the following regression as our baseline model: 

Syni,t = α + β1Chinai + β2Sizei,t + β3Outstanding Cashi,t + β4ROAi,t +β5ROAi,t−1+ β6Leveragei,t +  
 
β7CashFlowi,t + β8mtbi,t + γt + δi + εi,t ,                                (3) 
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where for firm i and year t, Syn is the stock price synchronicity; China is our main test variable, which is a dummy 

variable that equals one if the firm is defined as a Chinese firm; Size is firm size, measured by the natural log of total 

asset of the firm in each fiscal year; Outstanding Cash is the ratio of outstanding cash on hand over total asset; ROA 

is the return on asset, measured by net income divided by total asset; Leverage is firm leverage, measured by the ratio 

of total long-term and short-term debt over total asset; CashFlow is the ratio of cash flow value over total asset; mtb 

is the market-to-book ratio, which is the ratio of firm’s market value over book value and measures firm’s growth 

opportunity. We also include year and industry-fixed effects in our baseline model to avoid unobserved heterogeneity 

(Gormley and Matsa (2014)). 

We use our baseline model (3) above to test Hypothesis 1. We change the main test variable 

in the model (3) from China to Foreign to test Hypothesis 2. Foreign is a dummy variable that equals one if the firm 

is defined as a foreign firm listed in the United States. Regression tests for both H1 and H2 are conducted using the 

whole sample of all firms listed in the U.S. market. To test H3, we still use China as the main test variable as in model 

(3) but run it using the sub-sample that only includes non-U.S. firms. 

To examine how the policy change in 2013 affects the stock price synchronicity of U.S. listed Chinese firms, we revise 

our baseline model as follows: 

 Syni,t = α + β1Chinai + β3Chinai ∗ Aft2013t + FirmControli,t + δi + εi,t, (4) 

where we include additional test variable Aft2013, which equals one for years after 2013, when the policy change was 

activated. We also test the cross effect of the China dummy with the Aft2013 dummy to examine how this policy 

change affects the relative price synchronicity of U.S.-listed Chinese firms compared to other firms listed on the US 

stock exchanges. We include the same set of control variables as our baseline model. We do not include the year-fixed 

effect here to avoid the multi-collinearity problem. 

 

3 Results and Analysis 

3.1 Summary Statistics 

We report summary statistics of our sample in Table 1. Panel A shows statistics for all firms listed in the U.S. stock 

market; Panel B shows statistics for Chinese firms listed in the U.S. stock market; Panel C shows statistics for non-

Chinese firms listed in the U.S. stock market; Panel D shows statistics for all foreign firms listed in the U.S. stock 

market; Panel E shows statistics for U.S. domestic firms. We find that stock price synchronicity calculated based on 

Fama-French 12 industry has a mean (median) value of -1.83(-1.64) for all US listed firms. This value is higher than 

the mean (median) value for price synchronicity of US-listed Chinese firms, which is at -2.49(-2.46). This finding is 

consistent with our hypothesis that Chinese firms contain more firm-specific information rather than U.S. market or 

industry information compared to other firms listed in the U.S. market. Moreover, we also find that stock price 

synchronicity for foreign firms (in the U.S. perspective, with a mean of -1.88 and median of -1.62) is also higher than 

for Chinese firms. Although synchronicity for foreign firms is in general lower than for domestic U.S. firms, the 

difference is small according to the summary statistics. We also report other firm characteristics for a different set of 
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firms in each panel. Overall, Chinese firms have similar firm characteristics as the other U.S. listed firms, except for 

higher outstanding cash and lower leverage. We also observe foreign firms share similar firm characteristics as 

domestic U.S. firms. 

 

[Insert Table 1] 

 

3.2 Baseline result 

We analyze our baseline results in this section. Table 2 reports estimation results. Our main test variable in this baseline 

model is the China dummy, measuring how the stock price synchronicity of U.S.-listed Chinese firms differs from 

that of other U.S.-listed firms. We use Fama-French 12 industry classification (FF12 thereafter) to calculate 

synchronicity and report regression results in columns 1 and 3. We classify industries based on Fama-French 48 

industries (FF48 thereafter) in columns 2 and 4. We use robust standard errors in columns 1 and 2 while we cluster 

errors at the industry level in columns 3 and 4. We report standard errors in parentheses. As shown in Table 2, our 

baseline results are the same across all columns. We find that the coefficient for the China dummy is negative at -

0.828, with a significance level of 1% (-0.849 for Fama-French 48 industry). This indicates that the stock price 

synchronicity of U.S.-listed Chinese firms is at a 0.828 level lower than that of the other U.S.-listed firms. This 

difference is mainly driven by the specific information set and operating environment that Chinese firms possess. U.S. 

investors tend to obtain less accurate information from Chinese firms compared to firms from other countries, leading 

to a higher level of information asymmetry and a lower level of market integration. Overall, our baseline finding is 

consistent with our Hypothesis 1. 

 

[Insert Table 2] 

In addition to this baseline result, we also examine how foreign listing affects firms’ stock price synchronicity in 

general. Our test model is a revised baseline model as follows: 

 Syni,t = α + β1Foreigni + β2FirmControli,t + γt + δi + εi,t  , (5) 

where Foreign is the foreign incorporation dummy, which equals one if the firm is identified as a foreign firm from 

the U.S. perspective. Other control variables are the same as in our baseline model. 

Table 3 reports the empirical results. Like our baseline model, we use FF12 industry in columns 1 and 3, and use FF48 

industry in columns 2 and 4. Columns 1 and 2 report robust standard errors, while columns 3 and 4 report standard 

errors clustered at the industry level. We find the coefficient for Foreign dummy negative at -0.519, with a 1% level 

significance (-0.575 for FF48). This suggests that foreign incorporated firms have stock price synchronicity at 0.519 

(0.575 for FF48) lower than domestic U.S. listed firms. This finding is consistent with our hypothesis 2.  

 

[Insert Table 3] 



81 
 

Another important finding to notice in Table 3 is that we observe the absolute value of the negative coefficient for the 

foreign dummy is smaller than what we have for the China dummy from our baseline results. This finding suggests 

that although both Chinese and foreign firms have lower price synchronicity than other U.S. listed firms, Chinese 

firms are at an even lower level. This is consistent with our third hypothesis. We further test this hypothesis by re-

running our baseline regression in the non-U.S. sub-sample where U.S. domestic firms are omitted. Table 4 reports 

estimation results. Like our baseline results, we report FF12 results in columns 1 and 3, and FF48 results in columns 

2 and 4. Columns 1 and 2 report robust standard errors, and columns 3 and 4 report industry clustered standard errors. 

We find that the China dummy has a negative coefficient at -0.507 (-0.473 for FF48), significant at the 1% level. This 

result suggests that even within foreign firms, Chinese firms have lower stock price synchronicity, which is consistent 

with our hypothesis 3. Overall, our results suggest that compared to other foreign firms, Chinese firms operate in a 

very different environment, and are less informative to U.S. investors, which in turn leads to a lower stock price 

synchronicity. 

 

[Insert Table 4] 

 

3.3 Policy Change 2013 

In 2013, PCAOB signed a Memorandum of Understanding on audit oversights with the China Securities Regulatory 

Commission and the Ministry of Finance, which makes PCAOB unable to inspect working papers of auditors based 

in China. This policy leads to a higher barrier for U.S. investors to track business activities of Chinese firms, which 

in turn leads to a higher level of information asymmetry between investors and the firm. We use this policy shock as 

a natural experiment to test how information disclosure environment affects stock price synchronicity. Our empirical 

model is as stated in Equation (4). We use Aft2013 as a dummy variable to capture the change of policy and report 

our estimation results in Table 5. 

 

[Insert Table 5] 

Our main variables of interest here in this model are the China dummy and the cross effect of the China dummy and 

Aft2013 dummy. Columns 1 and 3 in Table 5 report FF12 results, and columns 2 and 4 report FF48 results. We do not 

include year-fixed effects in this model to avoid the multicollinearity problem. We find that the coefficient for the 

China dummy remains negative and significant at -0.517 (-0.544 for FF48). The absolute value here is much smaller 

than the absolute value of the coefficient from our baseline model. This indicates that the magnitude at which the stock 

price synchronicity of U.S. listed Chinese firms is below that of other U.S. listed firms is smaller before the policy 

change, compared to the whole period or after the change. This conjecture is confirmed by the negative coefficient on 

China∗Aft2013 at -0.362 (0.359 for FF48, significant at 1% level), which captures the negative change in price 

synchronicity for Chinese firms after 2013. Overall, our results suggest that the policy change has worsened the 

information disclosure environment and increased the level of information asymmetry, which leads to a lower level 

of stock price synchronicity for U.S.-listed Chinese firms. 
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We further conduct tests that compare stock price synchronicity between Chinese firms and other foreign U.S. listed 

firms by taking the advantage of the natural experiment of the policy change. We re-run the regression model in 

Equation (4) in the sub-sample of firms excluding U.S. domestic firms and report results in Table 6. Similarly, we 

find the absolute value for the coefficient of the China dummy is smaller and less significant than what we have in 

table 4, but a significantly negative coefficient for the interaction term, due to a lower level of price synchronicity 

after 2013 compared to before. We lose significance in columns 3 and 4 when we cluster standard errors at the industry 

level. This can be caused by reasons that a) Chinese firms are like the other U.S. listed foreign firms before 2013; b) 

we lose significance because we did not control for the year fixed effect here. Even in the latter condition, the small 

absolute value for the coefficient of the China dummy indicates that the gap in stock price synchronicity between 

Chinese firms and other U.S.-listed foreign firms is smaller before the policy change compared to afterward. The 

coefficient of the cross term of China dummy and Aft2013 dummy is negative and significant (-0.329 for FF12, -0.376 

for FF48, both significant at 1% level). This suggests that after the policy change, the stock price synchronicity of 

U.S.-listed Chinese firms further decreases relative to other U.S.-listed foreign firms. Overall, our results above in 

Tables 5 and 6 support our Hypothesis 4. Effects in H1 and H3 are stronger after the policy change in 2013 due to a 

higher level of information asymmetry for U.S. listed Chinese firms. 

 

[Insert Table 6] 

 

4 Discussion 

It has been discussed in the literature that price synchronicity is an important measure of market efficiency and can be 

affected by many different factors. Better corporate governance and auditor quality have both been documented to 

effectively improve stock price informativeness. Foreign ownership has been proven to increase price synchronicity. 

However, none of the existing papers have investigated the question of how foreign listing can affect price 

synchronicity via the mechanism of information asymmetry. Our paper uses the U.S. market as the host market and 

compares the price synchronicity of Chinese firms, other foreign firms, or other Non-Chinese firms listed in the 

market. We find that firms with high information asymmetry tend to have a low level of price synchronicity. 

 

5 Conclusion 

Using a sample of 10265 firms listed in the U.S. stock market and 272 Chinese firms among them, we calculate their 

price synchronicity and compare Chinese and non-Chinese firms. Our summary statistics and statistical regression 

results have all shown that Chinese firms listed in the U.S. market have much lower price synchronicity compared to 

non-Chinese firms, or even compared to other foreign firms listed on the U.S. stock exchanges. We also see lower 

price synchronicity of foreign firms compared to that of domestic firms in the United States. We believe the above 

findings are driven by the fact that U.S. listed Chinese firms have high information asymmetry and low investor 

recognition in the U.S. market compared to other firms, leading to a low level of market integration and a low degree 

of price synchronicity. Our additional tests using a policy change in 2013 that further decreased information disclosure 

quality of U.S. listed Chinese firms indicate that our findings are more robust after the policy change. Our research 
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fills the gap in the literature about how information asymmetry and market integration level can affect price 

synchronicity. 
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Table 1: Summary Statistics 

This table summarizes statistics for key variables. 

 
Panel A: All Firms 

 Obs mean standard deviation 1% median 99% 

Syn_fama12 73705 -1.8345 1.444054 -5.42524 -1.64032 0.900971 
Syn_fama48 73705 -1.7676 1.486742 -5.42225 -1.57429 1.066209 

Firm Size 73705 6.229762 2.202014 1.70147 6.159081 11.60078 
Outstanding Cash 73705 0.164148 0.185938 0.000291 0.099069 0.889685 

ROA 73705 -0.07757 0.31335 -1.6924 0.022932 0.284162 
Lagged ROA 73705 -0.06749 0.298215 -1.625 0.024901 0.292016 

Leverage 73705 0.224746 0.224566 0 0.179594 0.990833 
Cash Flow 73705 -0.03001 0.300165 -1.53263 0.063131 0.316554 

mtb 73705 2.094517 1.678142 0.558916 1.541198 10.20252 
 

Panel B: China Firms 
 Obs mean standard deviation 1% median 99% 

Syn_fama12 1474 -2.49519 1.298972 -5.48938 -2.46048 0.218537 
Syn_fama48 1474 -2.4817 1.310013 -5.50667 -2.40713 0.218434 

Firm Size 1474 6.377633 2.103889 1.686028 6.03646 12.3538 
Outstanding Cash 1474 0.212615 0.194751 0.001318 0.154303 0.774075 

ROA 1474 -0.04244 0.27076 -1.56665 0.022829 0.310269 
Lagged ROA 1474 -0.02773 0.261494 -1.56343 0.032143 0.310269 

Leverage 1474 0.180148 0.191014 0 0.124399 0.72025 
Cash Flow 1474 -0.01165 0.25652 -1.49239 0.051675 0.31849 

mtb 1474 1.858546 1.839497 0.558916 1.180063 11.13969 
 

Panel C: non-China Firms 
 Obs mean standard deviation 1% median 99% 

Syn_fama12 72231 -1.82101 1.443727 -5.42307 -1.6223 0.906777 
Syn_fama48 72231 -1.75303 1.486571 -5.41566 -1.55557 1.074052 

Firm Size 72231 6.226744 2.203882 1.70147 6.161783 11.58038 
Outstanding Cash 72231 0.163159 0.185623 0.000281 0.098074 0.891254 

ROA 72231 -0.07828 0.31412 -1.6924 0.022935 0.283363 
Lagged ROA 72231 -0.0683 0.298864 -1.62602 0.024746 0.290304 

Leverage 72231 0.225656 0.225108 0 0.180651 0.990833 
Cash Flow 72231 -0.03038 0.300979 -1.53263 0.06332 0.316554 

mtb 72231 2.099333 1.674355 0.56545 1.546877 10.18021 
 

Panel D: Foreign Firms 
 Obs mean standard deviation 1% median 99% 

Syn_fama12 13137 -1.88226 1.402425 -5.37032 -1.7863 0.937746 
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Syn_fama48 13137 -1.73452 1.480505 -5.33249 -1.64289 1.177562 
Firm Size 13137 7.063438 2.420792 1.91604 7.097114 12.26821 

Outstanding Cash 13137 0.161746 0.183754 0.000206 0.095341 0.890685 
ROA 13137 -0.04996 0.271851 -1.53522 0.023747 0.288171 

Lagged ROA 13137 -0.03955 0.25537 -1.32163 0.026106 0.2927 
Leverage 13137 0.228282 0.210187 0 0.197832 0.871721 
Cash Flow 13137 -0.00308 0.262522 -1.41915 0.065967 0.320295 

mtb 13137 1.906329 1.585585 0.558916 1.402942 9.912017 
 

Panel E: U.S. Firms 
 Obs mean standard deviation 1% median 99% 

Syn_fama12 60568 -1.82414 1.45273 -5.43721 -1.60744 0.891148 
Syn_fama48 60568 -1.77477 1.488007 -5.44259 -1.55856 1.000932 

Firm Size 60568 6.04894 2.10859 1.686028 6.011081 11.10196 
Outstanding Cash 60568 0.164669 0.186405 0.000322 0.099819 0.889571 

ROA 60568 -0.08355 0.321335 -1.6924 0.022793 0.283451 
Lagged ROA 60568 -0.07355 0.306385 -1.6924 0.024513 0.292016 

Leverage 60568 0.223979 0.227559 0 0.17496 0.990833 
Cash Flow 60568 -0.03585 0.307413 -1.53263 0.062546 0.31501 

mtb 60568 2.135334 1.694809 0.581029 1.572095 10.30033 
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Table 2: Baseline Results: Chinese Firm Synchronicity 

This table reports effect of Chinese firm on the stock price synchronicity in the sample of U.S. firms. The model is 
as follows: 

Syn = α + β1China + β2FirmControl + γt + δi + εi,t, 
 

where for firm i and year t, Syn is the stock price synchronicity; China is a dummy variable that equals one if the 
firm is defined as a Chinese firm; FirmControl is a set of controls for firm-specific characteristics, including {Size, 
OutstandingCash, ROA, ROAt−1, CashFlow, mtb}. Year and industry fixed effects are included. Columns 1 and 3 use 
Fama-French 12 industry classification, columns 2 and 4 use Fama-French 48 industry classification. Columns 1 and 
2 report robust standard errors, columns 3 and 4 report standard errors clustered at industry level. *, **, *** refers to 
significance level at 10%, 5% and 1%, respectively. 

 
 Dep. Variable: Synchronicity 

 (1) (2) (3) (4) 

Industry Base FF12 FF48 FF12 FF48 
China -0.8277*** -0.8486*** -0.8277*** -0.8486*** 

 (0.0234) (0.0241) (0.0882) (0.0834) 

Firm Size 0.4585*** 0.4780*** 0.4585*** 0.4780*** 
 (0.0021) (0.0021) (0.0169) (0.0173) 

Outstanding Cash 0.2217*** 0.2382*** 0.2217*** 0.2382*** 
 (0.0241) (0.0246) (0.0306) (0.0462) 

ROA -0.0486 -0.1208** -0.0486 -0.1208 
 (0.0549) (0.0590) (0.2090) (0.2111) 

Lagged ROA 0.2779*** 0.2859*** 0.2779*** 0.2859*** 
 (0.0174) (0.0176) (0.0346) (0.0399) 

Leverage -0.5511*** -0.5649*** -0.5511*** -0.5649*** 
 (0.0178) (0.0183) (0.0942) (0.0950) 

Cash Flow 0.0293 0.1181* 0.0293 0.1181 
 (0.0579) (0.0622) (0.2478) (0.2513) 

mtb 0.1432*** 0.1506*** 0.1432*** 0.1506*** 
 (0.0023) (0.0024) (0.0134) (0.0133) 

Constant -5.0841*** -5.1454*** -5.0841*** -5.1454*** 
 (0.0200) (0.0207) (0.1550) (0.1274) 

Year & Industry FE Yes Yes Yes Yes 
Standard Error Robust Robust FF12 FF48 
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Observations 73,705 72,756 73,705 72,756 
R-squared 0.5846 0.6099 0.5846 0.6099 
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Table 3: Foreign Firm Synchronicity 

This table reports effect of foreign firm on the stock price synchronicity in the sample of U.S. firms. The model is as 
follows: 

Syn = α + β1Foreign + β2FirmControl + γt + δi + εi,t, 
 
where for firm i and year t, Syn is the stock price synchronicity; Foreign is a dummy variable that equals one if the 
firm is defined as a foreign firm; FirmControl is a set of controls for firm-specific characteristics, including {Size, 
OutstandingCash, ROA, ROAt−1, CashFlow, mtb}. Year and industry fixed effects are included. Columns 1 and 3 use 
Fama-French 12 industry classification, and columns 2 and 4 use Fama-French 48 industry classification. Columns 1 
and 2 report robust standard errors, and columns 3 and 4 report standard errors clustered at industry level. *, **, *** 
refers to significance level at 10%, 5% and 1%, respectively. 

 
 Dep. Variable: Synchronicity 

 (1) (2) (3) (4) 

Industry Base FF12 FF48 FF12 FF48 
Foreign -0.5187*** -0.5750*** -0.5187*** -0.5750*** 

 (0.0092) (0.0096) (0.0677) (0.0420) 

Firm Size 0.4772*** 0.4973*** 0.4772*** 0.4973*** 
 (0.0021) (0.0021) (0.0153) (0.0157) 

Outstanding Cash 0.2536*** 0.2857*** 0.2536*** 0.2857*** 
 (0.0240) (0.0244) (0.0359) (0.0470) 

ROA -0.0988* -0.1908*** -0.0988 -0.1908 
 (0.0545) (0.0586) (0.1983) (0.1879) 

Lagged ROA 0.2633*** 0.2808*** 0.2633*** 0.2808*** 
 (0.0173) (0.0175) (0.0318) (0.0376) 

Leverage -0.5923*** -0.5906*** -0.5923*** -0.5906*** 
 (0.0177) (0.0181) (0.0923) (0.0840) 

Cash Flow 0.0602 0.1786*** 0.0602 0.1786 
 (0.0575) (0.0616) (0.2377) (0.2308) 

mtb 0.1398*** 0.1458*** 0.1398*** 0.1458*** 
 (0.0023) (0.0023) (0.0131) (0.0127) 

Constant -5.1082*** -5.1621*** -5.1082*** -5.1621*** 
 (0.0199) (0.0206) (0.1610) (0.1247) 

Year & Industry FE Yes Yes Yes Yes 
Standard Error Robust Robust FF12 FF48 

Observations 73,705 72,756 73,705 72,756 
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R-squared 0.5959 0.6228 0.5959 0.6228 
 

  



90 
 

Table 4: Chinese Firm Synchronicity among U.S.-listed Foreign Firms 

This table reports results for effect of Chinese firm on the stock price synchronicity in the sub-sample of U.S. listed 
foreign firms. The model is as follows:  

Syn = α +β1China + β2FirmControl + γt + δi + εi,t, 

where for firm i and year t, Syn is the stock price synchronicity; China is a dummy variable that equals one if the 
firm is defined as a Chinese firm; FirmControl is a set of controls for firm specific characteristics, including {Size, 
OutstandingCash, ROA, ROAt−1, CashFlow, mtb}. Year and industry fixed effects are included. Columns 1 and 3 use 
Fama-French 12 industry classification, columns 2 and 4 use Fama-French 48 industry classification. Columns 1 and 
2 report robust standard errors, columns 3 and 4 report standard errors clustered at industry level. *, **, *** refers to 
significance level at 10%, 5% and 1%, respectively. 

 
 Dep. Variable: Synchronicity 

 (1) (2) (3) (4) 

Industry Base FF12 FF48 FF12 FF48 
China -0.5065*** -0.4727*** -0.5065*** -0.4727*** 

 (0.0249) (0.0261) (0.0811) (0.0681) 

Firm Size 0.3838*** 0.3953*** 0.3838*** 0.3953*** 
 (0.0041) (0.0043) (0.0130) (0.0154) 

Outstanding Cash 0.2066*** 0.2626*** 0.2066*** 0.2626*** 
 (0.0558) (0.0566) (0.0560) (0.0583) 

ROA 0.0464 -0.0013 0.0464 -0.0013 
 (0.1405) (0.1494) (0.1561) (0.2519) 

Lagged ROA 0.2524*** 0.2629*** 0.2524*** 0.2629*** 
 (0.0453) (0.0467) (0.0742) (0.0821) 

Leverage -0.2061*** -0.2725*** -0.2061** -0.2725** 
 (0.0435) (0.0473) (0.0830) (0.1064) 

Cash Flow -0.0149 0.0794 -0.0149 0.0794 
 (0.1486) (0.1571) (0.1664) (0.2609) 

mtb 0.1409*** 0.1404*** 0.1409*** 0.1404*** 
 (0.0056) (0.0058) (0.0179) (0.0160) 

Constant -4.9885*** -4.8735*** -4.9885*** -4.8735*** 
 (0.0510) (0.0517) (0.2141) (0.1511) 

Year & Industry FE Yes Yes Yes Yes 
Standard Error Robust Robust FF12 FF48 

Observations 13,137 12,979 13,137 12,979 
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R-squared 0.6119 0.6575 0.6119 0.6575 
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Table 5: Chinese Firm Synchronicity, with Policy Change 

This table reports effect of Chinese firm on the stock price synchronicity in the sample of U.S. firms, including the 
effect of policy change. The model is as follows: 

Syn = α + β1China + β2China × Aft2013+ β3Aft2013+ β2FirmControl + δi + εi,t, 
where for firm i and year t, Syn is the stock price synchronicity; China is a dummy variable that equals one if the 
firm is defined as a Chinese firm; Aft2013 is a dummy variable that equals one if the time is after the policy change; 
FirmControl is a set of controls for firm specific characteristics, including {Size, OutstandingCash, ROA, ROAt−1, 
CashFlow, mtb}. Industry fixed effects is included. Columns 1 and 3 use Fama-French 12 industry classification, 
columns 2 and 4 use Fama-French 48 industry classification. Columns 1 and 2 report robust standard errors, 
columns 3 and 4 report standard errors clustered at industry level. *, **, *** refers to significance level at 10%, 5% 
and 1%, respectively. 

 
 Dep. Variable: Synchronicity 

 (1) (2) (3) (4) 

Industry Base FF12 FF48 FF12 FF48 
China -0.5166*** -0.5440*** -0.5166*** -0.5440*** 

 (0.0418) (0.0425) (0.1165) (0.1129) 

China * After 2013 -0.3618*** -0.3594*** -0.3618*** -0.3594*** 
 (0.0515) (0.0527) (0.0877) (0.0803) 

After 2013 -0.2096*** -0.1871*** -0.2096*** -0.1871*** 
 (0.0078) (0.0078) (0.0430) (0.0341) 

Firm Size 0.4763*** 0.4955*** 0.4763*** 0.4955*** 
 (0.0022) (0.0022) (0.0166) (0.0178) 

Outstanding Cash 0.4465*** 0.4635*** 0.4465*** 0.4635*** 
 (0.0254) (0.0258) (0.0692) (0.0620) 

ROA 0.0314 -0.0502 0.0314 -0.0502 
 (0.0551) (0.0590) (0.1995) (0.2017) 

Lagged ROA 0.3048*** 0.3117*** 0.3048*** 0.3117*** 
 (0.0175) (0.0177) (0.0405) (0.0384) 

Leverage -0.5244*** -0.5312*** -0.5244*** -0.5312*** 
 (0.0193) (0.0196) (0.0959) (0.0898) 

Cash Flow -0.0951 -0.0006 -0.0951 -0.0006 
 (0.0587) (0.0627) (0.2237) (0.2291) 

mtb 0.1255*** 0.1327*** 0.1255*** 0.1327*** 
 (0.0024) (0.0024) (0.0118) (0.0115) 
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Constant -4.9093*** -4.9816*** -4.9093*** -4.9816*** 
 (0.0161) (0.0165) (0.0959) (0.1113) 

Year FE No No No No 
Industry FE Yes Yes Yes Yes 

Standard Error Robust Robust FF12 FF48 
Observations 73,705 72,756 73,705 72,756 

R-squared 0.5121 0.5454 0.5121 0.5454 
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Table 6: Chinese Firm Synchronicity among U.S.-listed Foreign Firms, with Policy Change 

This table reports effect of Chinese firm on the stock price synchronicity in the sub-sample of U.S. listed foreign 
firms, including the effect of policy change. The model is as follows: 

Syn = α + β1China + β2China × Aft2013+ β3Aft2013+ β4FirmControl + δi + εi,t, 
where for firm i and year t, Syn is the stock price synchronicity; China is a dummy variable that equals one if the 
firm is defined as a Chinese firm; Aft2013 is a dummy variable that equals one if the time is after the policy change; 
FirmControl is a set of controls for firm specific characteristics, including {Size, OutstandingCash, ROA, ROAt−1, 
CashFlow, mtb}. Industry fixed effects is included. Columns 1 and 3 use Fama-French 12 industry classification, 
columns 2 and 4 use Fama-French 48 industry classification. Columns 1 and 2 report robust standard errors, 
columns 3 and 4 report standard errors clustered at industry level. *, **, *** refers to significance level at 10%, 5% 
and 1%, respectively. 

 
 Dep. Variable: Synchronicity 

 (1) (2) (3) (4) 

Industry Base FF12 FF48 FF12 FF48 
China -0.1960*** -0.1446*** -0.1960 -0.1446 

 (0.0433) (0.0439) (0.1226) (0.0887) 

China * After 2013 -0.3288*** -0.3763*** -0.3288** -0.3763*** 
 (0.0540) (0.0544) (0.1044) (0.0825) 

After 2013 -0.2242*** -0.1517*** -0.2242** -0.1517*** 
 (0.0190) (0.0187) (0.0861) (0.0538) 

Firm Size 0.3964*** 0.4064*** 0.3964*** 0.4064*** 
 (0.0044) (0.0046) (0.0120) (0.0140) 

Outstanding Cash 0.3910*** 0.4159*** 0.3910** 0.4159*** 
 (0.0602) (0.0599) (0.1215) (0.0879) 

ROA 0.2593* 0.1873 0.2593* 0.1873 
 (0.1430) (0.1382) (0.1323) (0.2254) 

Lagged ROA 0.3184*** 0.3107*** 0.3184*** 0.3107*** 
 (0.0448) (0.0459) (0.0591) (0.0690) 

Leverage -0.1896*** -0.2276*** -0.1896** -0.2276** 
 (0.0481) (0.0511) (0.0802) (0.1000) 

Cash Flow -0.2963* -0.1785 -0.2963* -0.1785 
 (0.1526) (0.1458) (0.1478) (0.2416) 

mtb 0.1248*** 0.1247*** 0.1248*** 0.1247*** 
 (0.0058) (0.0059) (0.0184) (0.0151) 
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Constant -4.7777*** -4.7227*** -4.7777*** -4.7227*** 
 (0.0392) (0.0403) (0.0987) (0.1017) 

Year FE No No No No 
Industry FE Yes Yes Yes Yes 

Standard Error Robust Robust FF12 FF48 
Observations 13,137 12,979 13,137 12,979 

R-squared 0.5091 0.5790 0.5091 0.5790 
   


