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Capital Market Openness and Enterprise Expectations Improvement

LIU Hongkui (Institute of Economics, Chinese Academy of Social Sciences, 100836)
Summary: Expectations represent a key variable that influences both current and future economic
development. Capital market openness is a key direction of China’s high-level openness, contributing to the
development of a more complete capital market and thus improving enterprise expectations. This paper
studies whether China’s capital market opening can effectively improve enterprise expectations. We analyze
the overall impact of capital market opening on enterprise expectations and the potential theoretical
mechanisms from the perspective of institutional environment evolution. We also take the tone of annual
reports from Chinese listed companies as an indicator of enterprise expectations, and empirically tests the
impact of capital market opening on enterprise expectations by using a quasi-natural experiment based on the
launch of the “Shanghai-Hong Kong Stock Connect” and a sample of Chinese listed companies.

The findings are as follows: First, Capital market opening helps boost enterprise expectations. Both
baseline regression results and robustness tests confirm that it significantly increased the positive tone of
listed companies’ annual reports, thereby improving enterprise expectations. Second, capital market
opening helps target companies gain more investor attention, alleviate financing constraints, and optimize
their ownership structure, bringing about improved corporate earnings and ultimately improving enterprise
expectations. Third, capital market opening has a significant positive impact on the expectations of state-
owned enterprises, large enterprises, and companies in regions with a relatively high degree of
marketization, but has no significant effect on non-state-owned enterprises, small and medium-sized
enterprises, and companies in less marketized regions.

The potential contributions of this paper are: (1) It expands the study of factors influencing enterprise
expectations from the perspective of capital market openness, extending research on the formation and
influencing factors of micro-level enterprise expectations, and provides new insights for improving enterprise
expectations, which has important policy implications. (2) It clarifies the theoretical mechanisms through
which capital market openness improves enterprise expectations. The paper explains the potential for capital
market openness to improve enterprise expectations from the perspective of institutional environment. It also
discusses and empirically tests the mechanisms of improved enterprise expectations through factors such as
investor attention, alleviated financing constraints, diversified ownership structures, and increased earnings.
(3) It validates the positive role of openness in economic development from the perspective of capital market
openness and enterprise development, expanding the literature on openness and development.

The policy implications of this paper are as follows: First, China should further promote institutional
capital market opening and improve the regulatory system for listed companies, especially in terms of
ownership structure and corporate governance. Second, China should encourage enterprises, particularly
small and medium-sized enterprises, to fully utilize capital market openness to promote their own
development and establish more international market connections. Third, China should guide enterprises in
regions with a low level of marketization to actively attract foreign investment.

Keywords: Capital Market Openness, Enterprise Expectations, Shanghai-Hong Kong Stock Connect,
Tone of Annual Report Text
JEL: F21, G1, D21
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