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14:10 — 14:30  Second-tier Stock Exchanges and Growth of High-Tech Entrepreneurs
EHA: mHEHE, SEXREZERGFERYEERIRK. SBFEER

i £ : We examine whether and how the establishment of second-tier stock
exchanges shapes local high-tech startups. We find a significant increase in high-
tech entrepreneurial activities following the staggered launches of such markets, and
this increase is disproportionally higher in industries that are more dependent on
second-tier markets ex ante. We further present evidence showing that second-tier
markets promote entrepreneurial growth by encouraging talents to become
entrepreneurs, by promoting venture investment, and by enhancing transactions of
intellectual property. More experienced inventors and inventors who have worked
for big companies are all more likely to become entrepreneurs after the launch of
second-tier markets.
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How Bubble Formed: The Role of Retail Investors
EHAN: HHEE, SEREZEBEGFREMERSMEHRE

% We decompose and quantify different channels that contribute to the
formation of stock bubbles. “Bubbles” are defined as stocks that experience sharp
price run-ups and subsequent crashes. We examine the cross-sectional differences
in stock bubble sizes. We find that stocks are more likely to experience bigger
bubbles when they are owned by more retail investors, are less profitable, have a
lower dividend, have a higher beta, are smaller, or are younger. We then estimate
investors’ heterogeneous demand functions for stocks and conduct counterfactual
analyses. Fundamental changes in stocks lead to the bubble’s early run-up, but not
late run-up or crash. During the bubble’s late run-up, new entrants accounted for
43% of the cross-sectional stock return variance. Existing retail investors influence
stock returns mainly by changing their preferences or beliefs. We confirm that
retail investors drive the bubble because they have high demand for stock
characteristics associated with big bubble stocks, and institutions with low price
elasticity do not offset the demand from retail investors.
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Collateralizability and Asset Prices: Evidence from Structured Funds

BN EkK, RERZFLFFER#R. REERSMEBRILESR
i %L: We test the asset pricing implications of collateralizability using the Chinese
structured funds. The funds constitute a unique setting for identification as they
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allow for both leveraged and unleveraged trading for the same set of assets, with
continuous exogenous variations in leverage. We find that leveraged prices are
higher than unleveraged prices, given the same fundamental. The discrepancy is the
collateral value, and it amounts to 6.4% of the leveraged price given an average
leverage of 2.1. Furthermore, higher collateralizability leads to higher collateral
value, thus higher asset prices. The findings provide causal evidence for collateral-
based models.
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