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The Impact of Changing Structure of Investment

Entities on Stock Market ;: Discussions on Purchase

and Sale Balance on Stock Market and Prevention
of Stock-market Bubbles

LLUO Hui-nan',LI Zuo-wei*, LIANG Jian-chang®
(1. ICEA Securities LTD » Hong Kong » China ;2. School of Public
Health » The Chinese University of Hong Kong » Hong Kong » China s
3. KGI Capital Asia LTD+ Hong Kong » China)

Abstract: This paper analyzes the three different stages of Hong Kong
stock market which are divided by structure of investment entities and finds
that the changes of structure of investment entities have an impact on the
status of stock market. From the aspect of fluctuations in the market, the
third stage that brings in hedge funds is the shortest one, but its fluctuation
plays the dominant role on the status of stock market in the full-time period,
while the status at the first stage featured by individual investors has the lar-
gest difference compared to full-time period status. Moreover, because of the
imbalance on stock market with long forces, it is more apt to form bubbles
on traditional fund-led market. Instead, after bringing hedge funds and de-
rivative products into stock market, the trend of stock market has changed
and the negative effects on economy and the society existing in the past have
been reduced.

Key words: balance of power; systemic risk; structure of investment
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