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内容摘要：During the Chinese stock market crash in 2015, the Chinese 

government formed a “national team” to directly purchase stocks of more than 1000 

firms. We find that the national team’s interventions lower the stock price crash risk 

for these firms; however, they also increase stock price synchronicity, transaction cost 

and decrease idiosyncratic information. The stabilizing role of the “national team” 

disappears in the long run after the crisis period. Firms with more noise traders and a 

lower level of investor confidence benefit more from the national team 

ownership,consistent with the conjecture that the national team improves market 

liquidity and investor confidence.  
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一、Introduction 

We have witnessed several major market crises in the last few decades. The 

collapse of a technology bubble in March 2000 and the stock market downturn in 

October 2002 was followed by the financial crisis in 2008, the flash crash in May 

2010, and the Covid-19 crash in early 2020. With the more frequent market crises, we 

see more and more government interventions in financial markets. For example, the 

Bank of Japan bought a record high of 120 billion yen in ETFs in March 2020 to 

combat the market crash. During the Asian financial crisis of 1997 and the global 

financial crisis of 2008, many governments and stock exchanges implemented a series 

of regulatory and monetary policies to stabilize the market. Indirect interventions, 

such as liquidity boosts through central banks and direct interventions, such as short 

sale restrictions and government preferred equity infusion in the financial industry, are 

commonly observed. The debates about government interference in public companies 

have been revived, and its pros and cons are carefully studied. On April 6, 2020, 

Former Federal Reserve Chairperson Janet Yellen argued that, in addition to U.S. 

Treasuries and corporate bonds, the central bank should be allowed to buy individual 

stocks to rescue the market. However, probably due to concerns over potential moral 

hazard problems and public aversion to government ownership in the private sector, 

we still do not see many cases where governments directly purchase individual stocks. 

Interestingly, one of China’s key measures to battle the 2015–2016 market 

crash was the direct purchase of a wide range of individual company stocks and 

component shares of the market index. In particular, the China Securities Finance 

Corporation Limited (CSF) and China Central Huijin Investment Limited (CCH) lent 

money to 21 brokerages and formed a “national team” to directly buy more than 

1000 stocks starting from July 6, 2015.2 These government-backed institutional 

investors directly purchase a wide range of stocks to inject liquidity in the market and 

minimize the spillover effects from the stock market to the real economy. As many 

listed companies in China collateralize their stock to secure bank loans, the 

government bailout needs to ensure that individual firms do not sustain a drastic price 
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decline, leading to a reduction in collateral value and widespread loan defaults. 

Furthermore, many margin investors experienced a short squeeze (Bian et al., 2018), 

and the fire sales resulted in more panicking behavior that further jeopar�dized 

market stability. However, such an intervention might have unintended externalities if 

other market participants trade with or against the government, causing price 

efficiency to deteriorate (Brunnermeier et al., 2009). 

This paper investigates the effect of market intervention by the national team on 

the stock market. In particular, in the main body of the paper, we examine if the 

Chinese national team achieves the goal of preventing stock price crashes through 

direct stock purchases? In our additional test, we identify the mechanism through 

which the national team achieves its goal of stabilizing the market. We also explore if 

there are any unintended consequences of the ownership by the national team. 

Using quarterly data from the third quarter (Q3) of 2015 to the last quarter (Q4) 

of 2018, we construct a sample of firms purchased by the national team as the 

treatment group and those not held by the national team as the control group. We find 

that from July 2015 to the end of 2016, the national team’s direct purchase of stocks 

improves price stability.3 The positive effect of national team ownership on price 

stability is robust under a series of alternative empirical designs, such as propensity 

score matching, difference-in�difference specification, or dividing the sample into 

constituent stocks and non-constituent stocks. National team ownership’s positive 

effect appears mostly in firms with more noise traders and firms with lower investor 

confidence. The finding is consistent with the notion that the national team stabilizes 

stock prices by trading against noise traders (the liquidity supplement effect) and 

restoring investor confidence (the confidence-boosting effect). However, national 

team ownership is associated with higher stock returns synchronicity, lower 

idiosyncratic volatility, and higher spread, indicating that national team ownership has 

many unintended effects on market quality. Furthermore, when we analyze the 

post-crisis sample between 2017 and 2018, the national team’s positive role 

disappears in the long run. 

Our paper contributes to the literature in several ways. First, we provide an 



 

- 4 - 

in-depth analysis of direct government intervention in the stock market. Although a 

large body of literature has examined the consequence of government interventions in 

times of crisis, most of these studies focus on developed markets and the effect of 

bailout programs. The direct purchase of shares in many listed companies by the 

Chinese government is different from government bailout programs in other countries 

during times of crisis. Our findings suggest that the national team’s direct purchase of 

shares has positive and negative impacts on the market. It provides an example of 

government intervention when regulatory agencies worldwide consider if the 

government’s purchase of company stocks is a viable alternative to rescue the market. 

Our findings also provide direct evidence for the theoretical model proposed by 

Brunnermeier et al. (2020). They suggest that direct government involvement in the 

secondary market during the liquidity crisis can be beneficial since it might infuse 

additional liquidity into the market and prevent the looming market crash. However, it 

might result in price distortion and moral hazard problems. Koijen and Yogo (2019) 

suggest a demand system approach to asset pricing and match institutional and 

household holdings. They use the U.S. data and show that the price impact of average 

institutions has decreased recently, and they argue that stock returns are mostly 

explained by demand shocks unrelated to changes in observed characteristics. The 

large purchase of company stock by the national team would be an example of a 

demand shock, and our study provides an interesting setting to apply their model and 

understand how government bailout might affect the overall market return. 

Furthermore, our findings bear some critical policy implications. The national 

team achieves the goal of stabilizing stock prices during the crisis period. However, 

after the crisis period, such an effect subdued. The negative impacts of the national 

team on price informativeness suggest that direct government purchase of stock is not 

a sustainable strategy in the long run. An orderly exiting strategy by the national team 

needs to be part of the overall rescuing plan.  

The remainder of the paper is organized as follows. Section 2 describes the 

Chinese stock market crisis in 2015. Section 3 discusses the sample and methodology. 

Section 4 reports the empirical findings and robustness tests. Section 5 conducts 
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additional tests. Section 6 concludes the paper. 

二、Background of the Chinese Stock Market Crisis 

From mid-June 2015 to early January 2016, the Chinese A-share market 

experienced three major market crashes. The first occurred from mid-June to early 

July of 2015. The China Securities Regulatory Commission (CSRC) prohibited all 

security companies from shadow margin lending. As a result, many arbitrage positions 

were forced to be closed out at a loss, causing a further decline in the market. The 

crash was fueled by leverage-induced fire sales and heavy selling by margin investors 

(Bian et al., 2018). The Shanghai and Shen zhen Stock Exchange Composite Indexes 

plunged by 32% and 39%, respectively, wiping out more than RMB 26 trillion in 

share value from their June 12 peaks. After a short period of stability, another collapse 

took place in mid-August 2015, when the Chinese government unexpectedly lowered 

the RMB official exchange rate by about 2%. The stock index fell by nearly 26%, 

wiping out more than RMB 16.5 trillion in share value till late August 2015.4 The 

market gradually rebounded after the second collapse. However, on January 4, 2016, 

the stock market experienced another drop when the Shanghai and Shen zhen 

exchanges introduced the Circuit Breaker.5 The Shanghai Composite Index dropped 

from 3539 points to 2638 points, erasing about RMB 15.5 trillion in market value. 

During the stock market crash, the loss in market value accounted for about 52% of 

China’s Gross National Product in 2015. In essence, this crisis is a liquidity crisis 

caused by a decline in the number of market participants or difficulties in trading 

financial assets rather than a crisis caused by changes in the economic environment, 

corporate debt, or operational problems (Huang et al., 2016). The sharp decline of 

stock prices came from the liquidity spiral described in Brunnermeier and Pedersen 

(2009) when the ban from off-market margin lending came into force. 

The stock price crash triggered a market-wide panic that destroyed investor 

confidence. To prevent further decline in stock prices and the outbreak of more 

serious systemic financial risk (Liang et al., 2020), the Chinese government 

implemented a series of rescue policies during the crash period. In addition to 

lowering interest rates, suspending IPOs, investigating rule-breaking trades, cracking 
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down market rumors, and restricting share sales by large shareholders, the Chinese 

government also formed a national team to buy company stocks traded on the 

exchanges directly. State-linked funds, including China Securities Finance 

Corporation Limited (CSF) and China Central Huijin Investment Limited (CCH), 

initiate stock purchases directly from the secondary market. Also, the CSF lent money 

to 21 brokerages to buy stocks in the stock market. These brokerages include affiliates 

of the State Administration of Foreign Exchange, CSF customized asset management 

plans, and CSF customized funds. They are different from other government 

institutions, such as the State-owned Asset Supervision and Administration 

Commission that holds state-owned enterprise (SOE) shares. The national team was 

driven purely by the incentive to promptly stabilize the stock price rather than 

rescuing companies from routine operational issues. The national team holding 

information is released to the market via company announcements, information shared 

by company insiders,6 or the quarterly earnings reports that include the disclosure of 

top-10 shareholders. According to the Wind database, the national team has directly 

bought stocks of more than 1000 firms since July 6, 2015. 

The national team’s direct purchase resembles the Hong Kong government’s 

response to the 1997 Asian financial crisis. During the Asian financial crisis in 1997, 

the Hong Kong government purchased shares of the 33 stocks that constitute the Hang 

Seng Index (HS) to fight against speculators targeting the Hong Kong dollar and the 

stock market. Su et al. (2002) find that the government’s action reversed the stock 

market decline and reduced its volatility. Unlike the Hong Kong government bailout, 

which focused on the Hang Seng stocks, the Chinese government bought a very large 

number of shares in addition to firms on the major index. The national team bought 

1389 stocks in our sample, almost half of the total A-share listed companies. 

One might also compare the Chinese government intervention with the bailout 

effort in Japan. Since 2013, the Bank of Japan (BoJ) has been engaging in what the 

government has named the Quantitative and Qualitative Easing (QQE) program to 

fight against deflation. As part of its broader QQE agenda, the BoJ has vigorously 

increased its domestic equity holdings through purchases of index�linked ETFs. By 
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the end of March 2020, the BoJ owned approximately ¥28.9 trillion worth of the 

Tokyo Stock Price Index (Topix) and Nikkei ETFs, corresponding to approximately 

80% of the Japanese ETFs.8 Instead of investing passively in index funds, the Chinese 

national team buys a wide range of shares and manages its positions through active 

trading. Such direct intervention in the stock market turns out to be quite effective in 

quickly restoring investors’ confidence. However, it might also introduce noise 

among market participants, which may induce moral hazards and affect price 

efficiency. If investors expect a government bailout during the market crash, they will 

rationally trade more aggressively and take on risky positions that are not aligned with 

their normal level of risk tolerance, leading to price distortion in the market. 

三、Research design 

（一）Sample and data source 

We use non-financial companies listed on the Shanghai and Shenzhen exchanges 

between the third quarter (Q3) of 2015 and the last quarter (Q4) of 2016 as the initial 

sample to explore the effect of national team ownership.9 For the post-crisis period, 

we use data from 2017 to 2018. We exclude firms placed under special treatment (ST 

firms) and firms delisted during the sample period because they have unusual poor 

market performance.10 Following Jin and Myers (2006), we remove stocks traded for 

less than 30 days during a particular quarter.11 After excluding firms with insufficient 

data, we have 14,129 firm-quarter observations. We winsorize all variables at the 1st 

and 99th percentile to mitigate the impact of outliers. The stock market trading data, 

corporate financial data, and stock market derivative data come from the China Stock 

Market and Accounting Research (CSMAR) database, a leading Chinese financial 

database provider. National team ownership and other institutional ownership are 

drawn from the WIND database, another leading Chinese financial database. 

（二）Measure of stock price stability 

Following Chang et al. (2017), we use stock price crash risk to measure stock 

price stability. As described in the institutional background, the national team was 

formed to prevent further decline in stock prices when the crisis appeared. Hence we 

take stock price crash risk as the proxies for stock price stability and examine whether 
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the national team achieved its goal of stabilizing the stock price.  

To calculate other measures for stock price stability, we follow Chen et al. (2001), 

Hutton et al. (2009), and Kim et al. (2011a, 2011b) and estimate firm-specific daily 

returns for each firm and quarter. The expanded market model is estimated to 

calculate the abnormal daily return during the sample period. 

 

where Ri, t is the dividend-inclusive daily return of stock i on day t and Rm, t is the return of 

the dividend-inclusive value-weighted market index on day t. The lead and lag terms for the 

market index return are included to allow for nonsynchronous trading (Dimson,1979). The 

residual returns from Model (1) are the firm-specific daily returns that market returns cannot 

explain. The firm-specific daily return for firm i on day t, Wi,t, is defined as the natural log of one 

plus the residual return in Eq. (1), that is, Wi,t = ln (1+εi. t). We construct the following four price 

stability indicators based on Wi,t.  

1.The price crash event 

We define crash days in a given fiscal quarter for a given firm as those days 

during which the firm experiences firm-specific daily returns of more than 3.39 

standard deviations (i.e., the frequency of 0.1% in the normal distribution) below the 

mean firm-specific daily returns over the entire fiscal quarter, that is, Wi,t < W − 3.39

σ(Wi,t). Our first measure of the crash likelihood for each firm in each quarter, 

denoted by CRASH, is an indicator variable that equals one for a firm-quarter that 

features one or more crash days (as defined above) during the fiscal quarter period 

and zero otherwise.  

2.The difference in downside and upside frequencies 

Following Callen and Fang (2013), we define jump days in a given fiscal quarter 

for a given firm as those days during which the firm experiences firm-specific daily 

returns of more than 3.39 standard deviations above the mean firm-specific daily 

returns over the entire fiscal quarter, that is, Wi,t > W + 3.39σ ( Wi,t ) . We define the 

second measure of the crash likelihood for each firm in each quarter, denoted by 

COUNT, as the downside frequencies minus the upside frequencies. A higher value of 
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COUNT corresponds to a higher frequency of crashes. 

3.The negative conditional return skewness 

The third measure of crash risk used in the literature (Chen et al., 2001; Hutton et 

al., 2009; Kim et al., 2011a, 2011b) is the negative conditional return skewness 

(NCSKEW). Specifically, NCSKEW for a given firm in a fiscal quarter is calculated 

by taking the negative of the third moment of firm-specific daily returns for each 

sample quarter and dividing it by the standard deviation of firm�specific daily returns 

raised to the third power. Specifically, for each firm i in quarter q, we compute 

NCSKEW as 

 

where n is the number of trading days for firm i in quarter q. An increase in 

NCSKEW corresponds to a stock having a more left-skewed distribution, i.e., being 

more “crash-prone.” 

4.The down-to-up volatility 

Following the literature (Chen et al., 2001; Hutton et al., 2009; Kim et al., 2011a, 

2011b), we use the down-to-up volatility (DUVOL) as the last measure of crash risk. 

For each firm i over a fiscal-quarter period q, we separate all the days with 

firm-specific daily returns below the quarterly mean (“down” days) from those with 

firm-specific returns above the quarterly mean (“up” days) and separately calculate 

the standard deviation for each of these subsamples. The DUVOL measure is then the 

log of the ratio of the standard deviation on the down days to the standard deviation 

on the up days. Specifically, for each firm i in quarter q, we compute DUVOL as 

 

where nu and nd are the number of up and down days over the fiscal quarter q, 

respectively. DUVOL measures the difference in price volatility between the down 

days and up days for firm i in quarter q. A higher value for DUVOL corresponds to a 

stock being more “crash-prone.” 

（三）Measuring national team ownership and other institutional ownership 
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According to the statistics of the WIND database, the national team mainly is 

represented by five groups: CSF (China Securities Finance Corporation Limited), 

CCH (China Central Huijin Investment Limited), affiliates of the State Administration 

of Foreign Ex�change, CSF customized asset management plans, and CSF 

customized funds. These five groups had clear government affiliation and explicit 

policy goals of stabilizing the market during the crisis period. 

We collect all information about national team ownership of Chinese stocks from 

the WIND database and then add up the shares held by the five different groups at 

each quarter-end in the sample period. We define the independent variable GOV as the 

number of shares held by the five groups at the end of the quarter, divided by the total 

number of shares outstanding at the end of the quarter. 

To compare the national team’s role with other institutional shareholders, we 

create another independent variable, INST, to measure other institutional investors’ 

ownership. INST is measured as the total number of shares held by other institutional 

investors at the end of the quarter, divided by the total number of shares outstanding at 

the end of the quarter. 

（四）The model 

To examine the impact of national team ownership on stock price stability, we 

estimate the following regression that links our measures of stock price stability in 

quarter q to our proxies for national team ownership and a set of control variables in 

quarter q-1 

 

where Price Stabilityi, q is one of the four measures for stock price stability 

(CRARH, COUNT, NCSKEW, and DUVOL) for firm i in quarter q defined in Section 

3.2. GOVi, q− 1 is national team ownership for firm i in quarter q-1.15 INSTi, q− 1 is 

the ownership of other insti�tutional investors for firm i in quarter q-1. Eq. (4) is 

estimated using logistic regressions when the dependent variable is CRASHi, q. For 

other price stability measures as the dependent variables, Eq. (4) is estimated using 

ordinary least-square (OLS) regressions. We expect a negative coefficient for GOVi, 
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q− 1. It implies a negative influence on stock price crash risk and thus a positive 

impact on price stability.  

Following Chen et al. (2001), Hutton et al. (2009), and Kim et al. (2011a, 2011b), 

we include a set of control variables. The first set is the market indicators. Returni, q− 

1 is the arithmetic average of firm-specific daily returns over the fiscal quarter. Chen 

et al. (2001) find that firms with high past returns are more likely to experience stock 

price crashes. TURNi, q-1 is the average firm-specific daily turnover ratio in a quarter. 

Hong and Stein (2003) find that stocks with higher turnover rates are more prone to 

crash risk. VOLi, q-1 is the quarterly standard deviation of firm-specific daily returns. 

Kim et al. (2011a) show that stocks with higher price volatility are more prone to 

crash risk. SKEWi,q-1 and KURTi,q-1 denote the skewness and kurtosis of firm-specific 

daily returns over a fiscal quarter. Jin and Myers (2006) and Hutton et al. (2009) find 

that former return skewness and kurtosis positively relate to future crash risk.  

We also control for the financial indicators, SIZEi,q-1, BMi, q-1, ROEi, q-1 and LEVi, 

q-1 in Eq. (4). SIZEi, q-1 is the natural logarithm of stock market capitalization at the 

end of quarter q-1. BMi, q-1 is the book value of equity divided by the market value of 

equity at the end of quarter q-1. Research shows that stock market capitalization is 

positively associated with stock price crash risk, while the book�to-market ratio is 

negatively associated with stock price crash risk (Chen et al., 2001; Hutton et al., 

2009; Callen and Fang, 2013). ROEi, q-1 is defined as net income divided by net assets 

at the end of quarter q-1. LEVi, q-1 is the total debt divided by total assets at the end of 

quarter q-1. Hutton et al. (2009) show that operating performance and financial 

leverage are negatively related to crash risk. Finally, industry and year-quarter 

dummies are included in Eq. (4) to control industry and time-fixed effects. 
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（五）The distribution of nation team ownership 

Table 1 presents the distribution of national team ownership across firms. Panel 

A compares national team ownership distribution among the Shanghai and Shenzhen 

300 constituent stocks (CSI 300 stocks), mainboard stocks, smallboard stocks, and 

growing en�terprise stocks. Because we removed financial firms from the initial 

sample, our sample contains only 252 CSI 300 stocks. During the sample period, 242 

(96.03%) of these 252 stocks were held by the national team, while the national team 

held 773 (54.17%) of 1427 mainboard stocks, 380 (48.91%) of 776 small board stocks, 

and 236 (44.70%) of 528 growing enterprise stocks. It appears that the national team 

is actively buying both the CSI 300 stocks and non-constituent stocks from across 

boards. 

Panel B shows the change of national team ownership over time. In terms of total 

market value, the national team holdings went up from 1164.23 billion RMB in Q3 of 

2015 to 1409.4 billion RMB in Q2 of 2016. The number of firms held by the national 

team increased from 1081 to 1311 during Q3-Q4 of 2015 and then decreased slowly 

to 1178 in Q4 of 2016. 
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Panel C reports changes in national team holdings in different sectors over time. 

In Q3 of 2015, the national team mainly bought stocks on the mainboard. In Q4 of 

2015, the national team lowered its holdings in the mainboard and bought in more 

smallboard and growing enterprise stocks. The number of smallboard and growing 

enterprise stocks held by the national team increased to 363 and 226 in Q4 2015 

(accounting for 46% of total shares in those sectors). Gradually, the national team’s 

ownership percentage decreased in each sector after Q4 of 2015, implying that the 

national team did not merely use the buy-and-hold strategy to stabilize the price. 

Although it is not our primary interest, we explore the national team’s trading 

pattern to see if they are simply holding the shares passively or are actively 

participating in the market intervention. We compute the change in national team 

ownership (Chg) in each quarter and display the distribution of Chg in Panel D of 

Table 1. Chg is measured as the national team ownership difference between quarter q 

and q-1, divided by the national team ownership in quarter q-1. Panel D shows that 

after the national team entered the market in Q3 of 2015, it continued to trade. Taking 

Q4 of 2015 as an example, the national team reduced its ownership in 436 stocks, 

among which 44 were reduced by more than 75%, 167 were reduced by 50%–75%, 

122 were reduced by 25%–50%, and 103 were reduced by less than 25%. 

Simultaneously, the national team increased its ownership in 771 stocks, among which 

448 went over 75%, 69 were between 50%–75%, 136 were between 25%–50%, and 

118 were less than 25%. The distribution of Chg suggests that the national team 

stabilizes stock price through active buying and selling rather than using the 

buy-and-hold strategy. After Q1 of 2016, when prices for most stocks became stable, 

the number of stocks sold by the national team is generally more than the number of 

stocks acquired,implying that the national team is withdrawing from the market once 

the market crash risk subdues. 
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四、Empirical results 

（一）Descriptive statistics and univariate analysis 

To explore whether there is any difference between stocks held by the national 

team and those that are not, we divide the overall sample into two subsamples based 

on the stock ownership at the end of each quarter. Table 2 presents descriptive 

statistics on the subsamples of firms that were once held (Panel A) or were never held 

(Panel B) by the national team over the sample period. Panel C presents the results of 

univariate tests for the major variables of interest. 

We can see that the variables measuring stock price crash risk tend to be lower 

for firms in Panel A than for firms in Panel B. Specifically, the average proportion of 

observations that suffered crash days during the sample period (CRASH) is 0.170 in 

Panel A, while the number is 0.182 in Panel B. Panel C shows that the difference is 

significant at the 10% level. The average difference of downside and upside 

frequencies (COUNT) in Panel A is − 0.258, also lower than the mean of − 0.186 in 
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Panel B, significant at the 1% level (Panel C). The mean and median of NCSKEW are 

− 0.295 and − 0.318 for firms in Panel A, lower than those in Panel B (− 0.148 and − 

0.210), significant at the 1% level. The same pattern can be found for the variable 

DUVOL. Overall, the two subsamples display considerable variation in terms of 

market capitalization value (Size), growth opportunities (BM), and economic 

performance (Return and ROE). 

 

（二）Impact of national team ownership on stock price stability 

Table 3 shows the OLS results regressing the price stability measure on national 

team ownership. Column (1) shows that GOVi, q-1 is negatively associated with 

CRASHi, q, significant at the 1% level, suggesting that national team ownership 

lowers the probability of extremely negative firm-specific daily returns. However, the 

coefficient of INSTi, q-1 is not significant. It seems that the national team plays a 

dominant role in preventing future extreme outcomes and stabilizing the market. 

Similarly, Column (2) indicates that the correlation between GOVi, q-1 and COUNTi, q 

is negative, significant at the 1% level, while the coefficient on other institutional 

ownership INSTi, q-1 is insignificant. It suggests that the national team reduces the 

difference between the number of crash days and jump days, which results in better 
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price stability. 

Columns (3) and (4) further provide results using indicators of average crash risk 

as the dependent variables. Column (3) shows that GOVi, q− 1 are negatively 

correlated with NCSKEWi, q, significant at the 1% level, suggesting that stock price 

crash risk declines when national team ownership increases. In contrast, the 

coefficients of INSTi, q− 1 are positive, significant at the 10% level. One possible 

explanation is that institutional investors may simply sell off their stock in response to 

unfavorable performance in crisis times, as monitoring is time-consuming (Coffee, 

1991). Hence liquidity can dry up, increasing price crash risk (Callen and Fang, 2013). 

Another possible explanation is that some institutional investors pursue short-term 

benefits that lead managers to hide bad news and increase the occurrence of price 

crashes (Callen and Fang, 2013; Chang et al., 2017). When DUVOLi, q is used as the 

dependent variable in Column (4), the results remain similar. In general, the results in 

Table 3 confirm that national team ownership plays an active role in enhancing stock 

price stability. 

Consistent with Chen et al. (2001), Kim et al. (2011a, 2011b), and Chang et al. 

(2017), we find that the coefficients of TURNi, q− 1 are significantly positive, 

suggesting that past information asymmetry and price volatility increase future crash 

risk. We also find that past returns (Returni, q− 1) is positively related, and BM and 

Size are negatively related to price crash risk, implying that stock-price bubbles 

increase future crash risk while growing firms and larger Chinese firms tend to have 

lower crash risk (Xu et al., 2013; Li and Cai, 2016). 
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（三）Robustness checks 

We have conducted several robustness checks to ensure our findings continue to 

hold under different model specifications. First, we conduct a placebo test following 

Liu and Lu (2015) and confirm that our results are likely not biased by potential 

unobservable factors. 

We have shown that national team ownership improves stock price stability after 

the crash. However, it is possible to have a reverse causality; the national team tends 

to hold less crash-prone stocks. Endogeneity concerns may also arise because of 

omitted unob�servable firm characteristics. Omitted variables affecting both national 

team ownership and future stock price stability could lead to spurious correlations. To 

alleviate these concerns, we perform a series of robustness checks on our findings. 

1.Subsample examination using only firms once held by the national team 

First, we perform the analysis using only firms once held by the national team in 

the sample period. Using this subsample allows us to mitigate the biases due to the 

different characteristics between firms with and without national team ownership. 

Panel A of Table 4 reports the findings,18 and we see that the increase of national 

team ownership lowers stock price crash risk. 

Further, we take national team purchases as a shock and generate a dummy 

variable, GovBuy, that equals 1 in and after the quarter when the national team bought 

a stock for the first time and zero otherwise. We replace GOV q-1 with GovBuyq-1 
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and re-estimate the above regressions.19 The results are presented in Panel B of Table 

4. They are robust and consistent with those in the previous section. 

To examine the effect of the national team’s exit, we similarly take the national 

team’s exit as another shock and generate a dummy variable, GovExit, which equals 

one in and after the quarter when the national team exit and zero otherwise. We 

replace GOVq-1 with GovExitq-1 and re-estimate the regressions.20 Panel C of Table 4 

shows that GovExitq-1 is positively correlated with CRASHq, NCSKEWq, and 

DUVOLq, suggesting that the national team’s exit is associated with an increased 

stock price crash risk. 

2.Results using propensity-score matching 

Given that endogenous selections of government interventions may drive the 

relationship between national team ownership and stock price stability, we use 

propensity-score matching (PSM) to form two similar subsamples and re-examine the 

role of national team ownership. First, we define the treatment firms as those in which 

the national team appears as shareholders in quarter q-1, but not in quarter q-2. The 

control firms are defined as those without the national team as shareholders in both 

quarters q-2 and q-1.21 Second, we use the logit regression to estimate the probability 

that the national team might invest in a company and take the probability as the 

propensity score. In the logit regression, the dependent variable is a dummy variable 

that equals one if the observation is a treatment firm and zeroes otherwise. The 

independent variables include the control variables in Eq. (4) with the lagged value. 

One treatment firm is matched to one control firm with replacement, and we have 

4442 pairs of observations as the PSM subsample. 

Panel A of Table 5 compares firm-level characteristics between the treatment and 

control samples. It shows that the matching process effectively eliminates the 

differences in these characteristics between the treatment and control samples. Panel 

B of Table 5 reports the treatment effects on our measures for stock price stability. The 

stock price crash risk is lower for the treatment sample, suggesting that our prior 

results are robust. 

3.Results using the difference-in-difference (DID) approach 
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We further use a DID approach to ensure that their cross-sectional heterogeneity 

does not drive the difference in stock price crash risk between firms held and not held 

by the national team. Because firms were bought in by the national team at different 

times, we use the DID model for multiple-period shocks, following Chan et al. (2012). 

Specifically, our empirical models are defined as follows: 

 

where PostTreati, q-1 is our variable of interest, and it equals one for a company i 

held by the national team in quarter t-1 and equals zero for firms not held by the 

national team and firms before the national team bought their shares. The coefficient 

on the PostTresti, q-1 dummy (β1) represents the changes in price crash risk for firms 

before and after the national team’s purchase compared to the changes for the control 

group in the same period. The coefficient on the Treati, q-1 dummy (β2) captures the 

baseline difference between the firms before the initialization of the event. Definitions 

of other variables are the same as those in the baseline analysis. 

Table 6 reports the results. Columns (1) to (4) show that the coefficient on the 

Treati, q− 1 dummy is insignificant, suggesting no pronounced difference between the 

firms before the initialization of the event. However, the coefficients on the PostTresti, 

q− 1 dummy is negative and significant, suggesting that compared to firms not held 

by the national team, firms bought in by the national team experienced a decrease in 

price crash risk after the purchase by the national team. The results suggest that firms 

bought by the national team experienced a significant increase in stock price stability. 
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4.The effect of the national team on constituent and non-constituent stocks 

The sample distribution in Table 2 suggests that the national team holds a large 

proportion of the CSI 300 stocks. One concern is whether the national team rescues 

the market mainly by saving constituent stocks. In this section, we separate the CSI 

300 stock and non-constituent stock subsamples and re-examine our findings. 

The results are presented in Table 7. Panel A reports results for the CSI 300 stock 

subsample. It shows that national team ownership increases stability by lowering the 

price crash risk for the CSI 300 stocks. The coefficients on GOVq-1 are negatively 

significant at the 1% level in the COUNTq-1, NCSKEWq-1, and DUVOLq-1 

regressions. Panel B displays results for the non-constituent stock subsample. The 
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national team ownership (GOVq-1) has negative effects on price crash risk for the 

non-constituent stocks, suggesting that the national team ownership impact on stock 

price crash risk exists across all companies. 

 

5.Differentiating the role of the national team in SOEs and non-SOEs 

In the previous examinations, we took the national team as the 

government-backed institution and compared their role with other institutional 

investors. One may wonder whether the national team plays the role of government 

shareholder in the crisis period. Extant studies show that the presence of government 

shareholders plays a role in a government bailout during a crisis. For example, 

Beuselinck et al. (2017) find that European companies with government ownership 

experienced a smaller decrease in firm value in the 2008 financial crisis, as 

government ownership implies explicit or implicit government guarantees, especially 

in countries where government expropriation is less severe and investor protection is 

more robust. We argue that the national team’s purchase of company stocks is 

different from the commonly known government ownership. Theoretically, 

government ownership in a company aims to retain control of certain assets or 

business decisions strategically important to the national economy. As a large 

shareholder, the government is often long-term oriented and involved in routine 

company operations (Lu and Zhu, 2020). In this sense, government ownership can 

offer explicit or implicit government guarantees to an invested company. However, 

the Chinese national team’s acquisition of company stocks was driven purely by the 

government’s incentive to stabilize the company stock, and it only took place 

following the government bailout of the 2015 market crash. The national team does 
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not get involved with the company’s operation. According to the findings in Section 

5.2, they play their role in relaxing stock price crash risk by alleviating noise traders’ 

negative impact and providing confidence to investors. 

Empirically, if the national team plays the role of government shareholder in the 

crisis period, their effects on stock price stability should be observed only in 

non-SOEs. To test this conjecture, we separate our sample into SOEs and non-SOEs. 

Sample distribution shows that in the observations of firms once held by the national 

team, the number of SOEs and non-SOEs are almost half to half (41.6% versus 

58.4%). This is contrary to our conjecture, as the national team has not shown greater 

interest in non-SOEs. We further re�estimate Eq. (4) in the SOE and non-SOE 

subsample separately. The results are reported in Table 8. Panel A and B show that in 

both SOEs and non-SOEs, national team ownership plays an active role in reducing 

stock price crash risk. 

五、Further analysis 

（一）The mechanism of the national team to increase price stability 

The Chinese national team has a clear policy goal, considerable capital resources, 

and quick access to information as a unique institutional investor. The main objective 

for the national team is to maintain stock price stability. The national team may fulfill 

the role of enhancing stock price stability in two ways. 

Firstly, government intervention can play a role in reducing price volatility and 

mitigating the possibility of a market breakdown by trading against the noise traders 

responsible for increased noise trading volatility (Brunnermeier et al., 2020). The 

behavioral finance theory documents that an investor’s irrational behavior causes the 

crash of the stock market. In reality, there is a limit to arbitrage, and arbitragers cannot 

force the stock price to converge to its intrinsic value. Myopia and heterogeneous 

belief of arbitrageurs may lead to a growing valuation bubble. When a small shock 

causes enough arbitrageurs to exit the market simultaneously, and there is no possible 

risk premium that can induce investors to trade, the market could crash (Delong et al., 

1990; Shleifer and Vishny, 1997; Barberis and Thaler, 2003). In this situation, the 

national team can play an important role and supplement the liquidity by trading with 
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investors.The national team can effectively alleviate the crash risk due to the liquidity 

crisis by actively buying and selling in the market and providing liquidity for traders. 

We refer to this as the “liquidity supplement effect” of the national team. 

Secondly, the national team’s bailout would lead investors to believe that the 

government is committed to rescuing the stock market. It would enhance investor 

confidence and increase the demand for stocks, and hence alleviate stock price crash 

risk. The national team’s direct purchase of shares becomes a piece of good news that 

might counteract against bad news released to the market during the market crash (Jin 

and Myers, 2006; Hutton et al., 2009; Kim et al., 2011a, 2011b). We refer to this as 

the “confidence�boosting effect” of the national team. 

We conduct several subsample cross-sectional analyses in this section to see how 

national team ownership improves stock price stability. 

First, we examine whether the national team improves price stability through 

trading against noise traders. Brunnermeier and Pedersen (2009) suggest that if the 

government intervenes through direct trading against noise traders during the crisis 

period, the national team may play a more prominent role in improving firms’ price 

stability when there are more noise traders. We use the lack of institutional investor 

ownership as a measure of the level of noise traders. Institutional investors are more 

likely to be informed in�vestors (e.g., Gompers and Metrick, 2001; Yan and Zhang, 

2007), while individual investors are usually speculative and noise traders (e.g., 

Nofsinger and Sias, 1999). We first divide the whole sample into three groups based 

on the institutional investors’ ownership, and then we divide it into tertiles in quarter 

q-1, and compare the role of national team ownership on stock price crash risk 

between the high and low tertiles. Panel A of Table 9 reports the results. In the 

subsample with fewer institutional investors (i.e., more speculative noise traders), the 

coefficients of GOVq-1 in the stock price crash risk regressions are all negatively 

significant, while the coefficients are mostly insignificant in the subsample with high 

institutional ownership. It suggests that the national team plays a more prominent role 

for firms with more speculative noise traders, consistent with its liquidity supplement 

effect. 
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Next, we examine the role of the national team in firms with different levels of 

investor confidence. Bailout by the national team restores investor confidence and 

stabilizes stock price. Hence we expect the findings to be more significant for firms 

with higher investor pessimism in quarter q-1. We use the ratio of short selling as the 

proxy for investor pessimism. The short-selling ratio is measured as the short-selling 

amount divided by the number of tradable stocks. A higher short-selling ratio implies 

a higher level of investor pessimism. We classify the sample into three groups based 

on the tertiles of the short-selling ratio in quarter q-1.22 Panel B of Table 9 reports the 

results. In the subsample with a higher short-selling ratio in quarter q-1, the 

coefficients of GOVq-1 are all negative in the price crash risk regressions, significant 

at the 1% level. Simultaneously, the coefficients are insignificant in the subsample, 

with a lower short-selling ratio in quarter q-1. The coefficients of GOVq-1 are more 

pronounced for firms with a higher short-selling ratio in quarter q-1, suggesting that 

the national team plays a more critical role via boosting investor confidence in 

reducing the price crash risk. The result is consistent with the confidence-boosting 

effect of the national team. 

In sum, we find that the national team ownership lowers stock price crash risk 

via trading against noise traders and restoring investor confidence. 

 

（二）The effect of the national team during the post-crisis period 

The Chinese market experienced several crashes between Q3 of 2015 and Q1 of 
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2016 and rebounded slowly from Q2 of 2016. One might wonder about the role of the 

national team during the post-crisis period. Moreover, the national team continues to 

own company shares after the crisis by the end of Q4 of 2016. This section explores if 

the national team ownership continues to affect the price crash risk during the 

post-crisis period. We divide our sample into the crisis period (Q3 of 2015 to Q1 of 

2016) and the post-crisis period (Q2 of 2016 to Q4 of 2016) and re-estimate Eq. (4). 

Further, we collect data from Q1 of 2017 to Q4 of 2018 to examine national team 

ownership’s role in a longer-term post-crisis period. 

Table 10 presents the results. Panel A reports the national team’s role in the crisis 

period, Panel B displays the results in the near�term post-crisis period, and Panel C 

presents the results in the long-term post-crisis period. Panel A and B show that the 

national team ownership plays similar roles in easing stock price crash risk in both the 

crisis and the near-term post-crisis period. However, Panel C shows that the national 

team no longer plays an active role in stabilizing stock prices in the long run. 

（三）The effect of national team ownership on stock pricing efficiency 

To understand the overall impact of national team ownership, we also explore if 

there might be any unintended consequences associated with direct market 

intervention by the government. We examine the impact of national team ownership 

on several pricing efficiency measures, including stock price synchronicity, 

idiosyncratic volatility, and transaction cost. 

We conjecture that government intervention via direct stock purchase might 

reduce stock pricing efficiency. The Chinese stock market is characterized by retail 

traders’ dominance and a large amount of noise trading (Pan et al., 2016). Retail 

investors account for over 90% of the trading volume and hold more than 50% of the 

tradable shares (Brunnermeier et al., 2020). In addition, many of the traders in China 

are “fast-trading mom-and-pop investors” who are vulnerable to behavioral biases and 

tend to trade excessively (Seasholes and Wu, 2007; Mei et al., 2009; Xiong and Yu, 

2011). Given China’s stock market’s speculative nature, investors are likely to 

speculate on trades made by the national team, resulting in lower stock price 

efficiency. Chi and Li (2019) show that stock price mispricing is more severe due to 
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government intervention. Specifically, retail investors initially underreact to the 

bailout news but eventually overreact. Brunnermeier et al. (2020) suggest that the 

noise of government interventions can become an additional asset pricing factor. 

When noise trading is sufficiently large, investors focus on collecting information 

about government interventions rather than company fundamentals. Hence, the widely 

adopted objective of government interventions to reduce price crash risk may 

exacerbate stock prices’ information efficiency. We refer to this as the “information 

distortion effect” of the national team. 

 

We calculate the three pricing efficiency measures (i.e., stock price synchronicity, 

idiosyncratic volatility, and transaction cost). Stock price synchronicity captures 

firm-specific information reflected in the stock price. If investors focus on collecting 

information about government interventions rather than company fundamentals, share 

prices reflect less of a company’s idiosyncrasy information, rising and falling in line 

with the market. Also, the idiosyncratic volatility of firms owned by the national team 

will decrease as well. Transaction cost is another variable related to pricing efficiency. 

If the noise of government intervention has become an additional asset pricing factor, 
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the transaction cost is likely to increase, and the pricing of the stock will become less 

efficient. 

Following Durnev et al. (2003), we first estimate the firm-specific price 

synchronicity using daily returns over each fiscal quarter during the sample period. 

For each firm-quarter observation, we regress the daily returns on the value-weighted 

market return and the value-weighted two-digit SIC industry return using the 

following equation: 

 

Following the definition used in the literature (Piotroski and Roulstone, 2004; 

Hutton et al., 2009; Crawford et al., 2012), we define synchronicity as 

 

where Ri, q is the coefficient of determination from the estimation of Eq. (6). The 

log transformation of Ri, q creates an unbounded continuous variable out of a variable 

bounded initially by 0 and 1. By construction, high values of SYNCHi, q indicate firms 

whose stock returns are closely tied to and vary strongly with market and industry 

returns and whose returns reflect relatively less firm-specific information. 

Next, we follow Ang et al. (2006) to define idiosyncratic volatility (IdiVol) with 

respect to the Fama-French model using the following regression: 

 

where ri,t is the daily excess return of stock i. The market factor, MKTt, is 

computed as the tradable market value-weighted excess return of the market portfolio 

over the daily risk-free interest rate (based on the China central bank’s three-month 

deposit interest rate). The size value premium factor SMBt is the return of the smallest 

one-third of firms less the return on the firms in the top third ranked by market 

capitalization. The value premium factor HMLt is the portfolio’s return that longs the 

top third of firms with the highest book-to-market ratios and shorts the bottom third of 

firms with low book-to-market ratios. The idiosyncratic volatility for stock i in quarter 

q is measured as the standard deviation of the residuals εi, t after estimating Eq. (8) 

using daily excess returns over the quarter. 
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Finally, to measure a firm’s stock transaction cost, we follow Corwin and Schultz 

(2012) to calculate the bid-ask spread estimator from daily high and low prices of firm 

i in quarter q. Assuming that there is a spread of S%, which is constant over the 

two-day estimation period, S can be estimated with the following two equations: 

 

Using the above measures, i.e. SYNCHi, q (the measure of stock price 

synchronicity), IVq (idiosyncratic volatility) and Spreadq (Bid�ask spread of the 

stock), as the new dependent variable, we re-estimate Eq. (4) to find out the effects of 

the national team on pricing efficiency. We expect that the increase of national team 

ownership would decrease price informativeness (higher price synchronicity and 

lower idiosyncratic volatility) and increase transaction costs (higher spread). 

Table 11 reports the impact of national team ownership on stock pricing 

efficiency. Column (1) shows that the coefficients of GOVi, q− 1 are positive and 

significant at the 1% level, implying that national team ownership increases stock 

return synchronicity and lessens the firm-specific information in stock prices.24 

National team ownership reduces the ability of share prices to aggregate information 

about the fundamentals. 

Column (2) shows a negative relationship between government ownership and 

firm return idiosyncratic volatility (IV). This suggests a decrease in firm-specific 

information due to government ownership. Also, in Column (3), government 

ownership increases transaction costs as it increases the spread. This is consistent with 

Brunnermeier et al. (2020), who document that the government’s noise attracts 

investors’ speculation, which plays a central role in driving market dynamics in 
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China’s financial markets. Transaction costs increase, and the information processing 

cost is more significant for firms with national team ownership. 

Generally, we see that the information and pricing efficiency is lower with higher 

national team ownership. 

六、Conclusion 

Regulators, investors, and policyholders have long been debating government 

intervention’s pros and cons during times of market crashes. In recent years, it seems 

that governments are taking more active roles when faced with market crashes. To 

examine the impact of government intervention requires the study of both short-term 

effects and long-term consequences. The outcome is also highly dependent on 

institutional settings and market mechanisms. This paper examines government 

intervention through the na�tional team during the Chinese stock market crisis from 

2015 to 2016. We find that national team ownership lowered the probability of 

extreme stock price crashes and overall stock price crash risk. The national team plays 

its role by restoring investor confidence and trading against noise traders. However, 

the national team’s direct market intervention had an unintended consequence, as 

stock price synchronicity and transaction cost went up, and idiosyncratic volatility 

went down. 

Government intervention in the stock market will continue to exist; however, the 

recent debate on whether the government should be allowed to invest in the stock 

market is becoming a matter of contention. Our study documents the pros and cons of 

government purchase of company shares, and our finding provides regulators with a 

complete picture of the effect of direct government inter�vention. Future studies 

might explore how the national team unwinds its positions and facilitate a smooth 

transition during its exit. 
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