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Abstract 

 

We investigate the economic consequences of stock ranking using a novel natural 

experiment in which stock ranking is due to the rounding of stock prices. The results 

show that ranking a stock in a more salient place can increase its return volatility, 

trading volume, liquidity, and cause higher short-term stock returns and an eventual 

reversal. Ranking only matters when it affects investor attention. The ranking effect is 

stronger when more stocks are on the list. Further, small investors are more affected by 

ranking. Overall, the evidence shows that uninformed ranking can cause correlated 

investor trading and have significant economic consequences. 
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1. Introduction 

Ranking is everywhere: dishes on restaurant menus, candidates on ballots, job market 

candidates in recruiting systems, business schools on U.S. News and Financial Times, stocks on 

stock exchange websites, and investment products available in our retirement plans. Some 

rankings are informative but others are random. Ranking is clearly important if ranking contains 

information. However, prior research finds that even random ranking can have important economic 

consequences.1  

To distinguish the information effect and the pure ranking effect, we exploit a novel natural 

experiment in which ranking is due to the rounding of prices: the price limit events on the Shanghai 

Stock Exchange (SSE) and the Shenzhen Stock Exchange (SZSE). These two exchanges restrict 

the daily absolute movement of a stock price to 10% of the previous trading day’s closing price 

for most of their listed stocks. The minimum tick size for stocks is RMB one cent. Therefore, in 

cases where a 10% price change is not an integral number of cents, the daily price limit is rounded 

to the nearest cent. This rounding leads to differences in the maximum and minimum movements 

of the daily returns. For example, the maximum daily price change for stocks priced at 9.99RMB, 

10.00RMB, and 10.01RMB is 1.00RMB. But they translate into different maximum and minimum 

return limits of ±10.01%, ±10.00%, and ±9.99%, respectively.2 Very often stocks are ranked based 

on their daily returns. In the example, 10.01% will be ranked the first in a best-performing stock 

list and -10.01% will be ranked the first in a worst-performing stock list.  

These rankings are available to many investors. In our sample period, many Chinese 

investors trade using computer software packages. All of the widely used software packages allow 

                                                             
1 See Einav and Yariv (2006) and Koppell and Steen (2004) for two examples: one on coauthor ranking in academic 

publications and one on candidate ranking on ballots. 
2 See the Institutional Background and Empirical Design section for more details.  
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investors to rank stocks by their daily returns. Ranking is the easiest way to get the list of daily 

best (and worst) performing stocks. Figure 1 is a screenshot from a widely used trading software 

platform.3 This platform shows the first page of the summary information on all of the Chinese 

listed stocks ranked in descending order by their daily returns. The first 29 stocks hit the 10% limit 

and the last two do not.4 The worst-performing stocks are on the last page but investors can rank 

stocks in ascending order and list them on the first page. Second, a stock that has hit its daily price 

limit is very often featured on social media such as investment-related television programs, finance 

websites, and investor forums. Investors pay attention to these media channels to get information. 

In many cases, the social media ranks stocks in the same way as Figure 1. Third, in the earlier part 

of the sample period when computers were not widely used, many investors would visit their 

brokerage houses to submit orders. The brokerage houses often displayed return-ranked stock lists 

on their electronic boards. If ranking affects investor trading and stock prices, we expect that stocks 

ranked differently might perform differently beyond what can be explained by rounding per se. 

Given a day, we compare stocks that are ranked higher on the list (denoted as the High 

group) to stocks ranked lower on the list (denoted as the Low group), for each type of price limit 

events separately. Empirically, we do not see any significant difference between the High and Low 

groups before they hit the limit. 

For stocks that hit the 10% upper price limit, the High and Low groups start to show 

significant differences after they hit the limit. Relative to the Low group, stocks in the High group 

have significantly higher trading volume, better liquidity, and higher return volatility. We also find 

                                                             
3 In China, winning stocks are indicated in red and losing stocks are indicated in green. This is different from most 

other countries where the opposite convention is typically used.  
4 On the screenshot, returns are also rounded with only two digits after the decimal point. However, the ranking is 

based on un-rounded raw returns. For example, the first two stocks’ raw returns are 10.0186% and 10.0178%, 

respectively. In case of ties of raw returns (almost always when returns are exactly 10%), stocks are ranked by their 

stock code (in descending order for the 10% stocks and in ascending order for the -10% stocks).  
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that the High groups’ returns on t+1 (the first day after they hit the price limit) are significantly 

higher than the Low group, and the difference reverses in two weeks. The economic magnitudes 

are large. On t+1, relative to the Low group, the trading volume of the High group increases by 

more than 19.3% of its normal time level, return volatility increases by more than 23.0% of its 

normal time level, and the abnormal return of the High group is around 38.1 basis points higher. 

However, we do not find any significant ranking effect among the -10% lower limit stocks.  

These findings are consistent with an investor attention-based interpretation. Stocks ranked 

higher in the upper price limit list attract more attention that leads to crowded buying (Barber and 

Odean, 2008). The asymmetry between the two types of limit events can be explained by the 

asymmetry between buying and selling. Consider a stock which receives positive (negative) public 

news, and the news increases (decreases) its equity value by 12%. In a world without any friction 

or ranking, under the price limit rule, the price of this stock should increase (decrease) by 10% 

today and open tomorrow up (down) by another 2%. After that, prices should be flat if there is no 

additional news. Therefore, stocks that hit the upper (lower) price limit are more likely to attract 

buyers (sellers). While investors can buy any stock they want, due to short-sales constraints, they 

generally only sell the stocks that they own. We expect that ranking is less important for selling: 

sellers are more likely to pay attention to their holdings than to the ranking of all stocks, and the 

number of stocks they hold is typically small. Limited attention has a smaller effect on selling 

decisions than buying decisions.5  

We conduct four more tests to provide support for the attention-based interpretation. First, 

                                                             
5 The finding that ranking does not matter for the -10% limit stocks is seemingly inconsistent with Barber and Odean 

(2008) who document that individual investors are net buyers after both extreme positive and extreme negative returns. 

The difference in our settings explains the difference in our results. The price of stocks hitting the ±10% limit typically 

continues in the same direction. Therefore, the -10% limit stocks mainly attract sellers. In Barber and Odean (2008), 

returns do not persist as in the price limit cases, and therefore stocks experienced extremely negative returns can also 

attract potential buyers.   
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we expect that ranking only matters if it affects investor attention. Number one on a list might 

attract more attention than number ten, but it is unlikely that number 101 attracts more attention 

than number 110. There are a group of “special treatment” stocks (typically called ST stocks) that 

have daily limits of ±5%. The ±5% returns are not extreme enough and are typically ranked in the 

middle of return-based rankings. We find no ranking effect for these stocks. Second, using a direct 

measure of attention, we find that ranking affects attention only for the 10% upper limit events, 

not for the -10% lower limit events or the ±5% events. Third, the effects of ranking are stronger 

when more stocks hit the 10% limit in a day. Fourth, we find that the ranking of the 10% upper 

limit stocks has larger effects on small investors who are more likely to have limited attention.  

We also find that stocks ranked higher on the 10% upper limit list have lower price 

efficiency than stocks ranked lower. On the one hand, investors try to allocate their limited 

attention optimally. On the other hand, they are affected by the salient attributes of options and 

attention allocation can lead to suboptimal choices. The attention difference across stocks that hit 

the price limit is unlikely to be a deliberate decision by investors. This is consistent with the 

argument by Barber and Odean (2008) and our finding that the attention grabbing events mainly 

attract less sophisticated investors. This suggests that distinguishing how investors allocate their 

attention might help reconcile why the literature finds that greater attention is associated with 

worse price efficiency in some situations (Barber and Odean, 2008) and is associated with better 

price efficiency in others (DellaVigna and Pollet, 2009; Hirshleifer, Lim, and Teoh, 2009). 

Overall, our results show that uninformed ranking can work as a coordination mechanism 

to generate correlated trading. Ranking only matters when it affects investor attention. The 

correlated investor trading might lead to lower market quality.  
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The findings of this paper have implications beyond the price limit setting.6 Stocks and 

funds are often ranked by their ticker or name. Many rating systems in finance and out of finance 

assign discrete grades, and within-grade rankings might not be related to the quality we are looking 

for. Some examples are credit ratings, mutual fund ratings (e.g., Morningstar rating), student 

grades, and restaurant ratings. Very often, within-grade ranking is alphabetical that can lead to 

unfairness as in the academic publication setting that Einav and Yariv (2006) describe.  

2. Relation to the Literature 

2.1 Ranking 

This paper contributes to the literature on the effect of ranking. Psychology has a long 

history of examining ranking. As an example, the rank-dependent utility (Quiggin, 1982) and the 

cumulative prospect theory (Tversky and Kahneman, 1992) predict that the ranking of payoffs 

impacts salience and people’s decision weights. Scholars have studies the effect of alphabetical 

ranking. For example, Einav and Yariv (2006) document that authors with surnames early in the 

alphabet are more likely to receive tenure at top-economics departments. Feenberg, Ganguli, Gaule, 

and Gruber (2017) study weekly email announcement of NBER working papers and they 

document that papers listed first each week are more likely to be viewed, downloaded and 

subsequently cited. Jacobs and Hillert (2016) find that stocks that appear near the top of an 

alphabetical listing have higher trading volume and liquidity. Koppell and Steen (2004) find that 

candidates whose names are at the top of ballots receive more votes. Hartzmark (2015) shows that 

investors are more likely to sell the best-performing and worst-performing positions in their 

portfolios. In Hartzmark (2015), stock ranking is investor-specific, while in our setting, stock 

                                                             
6 Price limit rules are widely used by financial markets around the world. Deb, Kaley and Marisetty (2010) document 

that 41 out of 58 major countries have applied certain types of price limit rules in their exchanges. The US futures 

market also has daily price limits (Brennan, 1986). 
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rankings are shared by many investors. 

The effect of ranking can come from a pure order effect (Tversky and Kahneman, 1992) or 

a relative magnitude effect (Bordalo, Gennaioli and Shleifer, 2012). The pure order effect predicts 

that investors’ attention allocation is only related to the order but not to the relative magnitudes, 

but Bordalo, Gennaioli and Shleifer (2012) predict that the relative magnitude is the key driver for 

attention allocation. In the current paper, ranking is purely due to rounding, and the ranked stocks 

differ very little in terms of their ranked variable. This setting allows for a clean test and provides 

support for the existence of the pure order effect.   

2.2 Investor Attention 

This paper is also related to the growing literature on investor attention. Attention is 

necessary for learning and trading. On the one hand, investors try to allocate their limited attention 

optimally. On the other hand, they are affected by the salient attributes of options and attention 

allocation can lead to suboptimal choices because these might attract undo attention. The 

theoretical studies have examined how agents should rationally allocate attention (Sims, 2003) and 

how attention constraints affect investors’ trading behavior and portfolio choice (Abel, Eberly, and 

Panageas, 2007; Huang and Liu, 2007; Van Niewerburgh and Veldkamp, 2010; Hendershott, Li, 

Menkveld, and Seasholes, 2014; Andrei and Hasler, 2016), price informativeness (Peng, 2005), 

return comovement (Peng and Xiong, 2006; Mondria, 2010), return volatility (Andrei and Hasler, 

2015), asset price levels (Merton, 1987; Barber and Odean, 2008; Andrei and Hasler, 2015), and 

corporate policy (Hirshleifer and Teoh, 2003).  

The empirical literature on attention has proposed various proxies, such as extreme returns 

(Barber and Odean, 2008; Seasholes and Wu, 2007), trading volume (Gervais, Kaniel, and 

Mingelgrin, 2001; Barber and Odean, 2008; and Hou, Peng, and Xiong, 2009), news and headlines 
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(Huberman and Regev, 2001; Barber and Odean, 2008; Tetlock, 2011; Yuan, 2015; Kaniel and 

Parham, 2016), advertising spending (Chemmanur and Yan, 2009; Grullon, Kanatas, and Weston, 

2004; Lou, 2014; Madsen and Niessner, 2016), Google Search Volume Index (Da, Engelberg, and 

Gao, 2011), searching on Bloomberg terminals (Ben-Rephael, Da, and Israelsen, 2016), retweeted 

Twitter news (Chawla, Da, Xu, and Ye, 2015), release of stale information (Huberman and Regev, 

2001; Tetlock, 2011; Gilbert, Kogan, Lochstoer, and Ozyildirim, 2012), and distraction by 

weekends or contemporaneous events (DellaVigna and Pollet, 2009; Hirshleifer, Lim, and Teoh, 

2009; Louis and Sun, 2010; Huang, Huang and Lin, 2016; Kempf, Manconi, and Spalt, 2016; 

Peress and Schmidt, 2016). Limited attention can explain many financial market phenomena such 

as overreaction and underreaction (Hirshleifer, Lim, and Teoh, 2009; Da, Engelberg, and Gao, 

2011; Li and Yu, 2012). Seasholes and Wu (2007) is an important precedent for using price limit 

events to measure investor attention. However, they compare upper price limit stocks with other 

stocks, while we compare across the stocks that hit the limit.  

In this paper, we investigate the salience effect due to ranking. Relative to most studies, 

our empirical strategy can deal with the endogeneity concern for investor attention.7 The attention 

difference across price limit stocks with small differences in returns is unlikely to be a deliberate 

decision by investors. In addition, most studies almost exclusively focus on how attention affects 

stock returns. There are a limited number of studies on how attention affects other important 

aspects of the financial markets such as trading volume, liquidity, volatility, and price efficiency. 

The novel design of this paper allows for the investigation of all of these aspects and in a systematic 

                                                             
7  Liu and Peng (2016) document compelling evidence that investors take attention allocation into account when 

making decisions. Firms are also active in managing investor attention. Madsen and Niessner (2016) find that part of 

the previous findings on the financial market effect of advertisement might be due to the endogeneity of advertisement. 

Michaely, Rubin and Vedrashko (2016) highlight that firms that choose to make important announcements on Friday 

rather than other weekdays might be inherently different from other firms. Boulland and Dessaint (2014) show that 

firms strategically reduce investor attention when they plan to disclose bad news.  



8 

 

way.  

2.3 Price Limit  

The stock markets institute price limit rules as a stabilization mechanism to provide time 

for rational assessment during large price fluctuations. Critics point out that the price limit rules 

can cause higher volatility, impede price discovery, and interfere with trading (Kim and Rhee, 

1997). Chen, Gao, He, Jiang, and Xiong (2016) show evidence that price manipulators take 

advantage of other investors during the price limit events. None of these studies examine the effect 

of price limits from the perspective of ranking. The findings in this paper provide one mechanism 

on why price limits might lead to higher volatility and lower price efficiency.  

3. Institutional Background  

The two Chinese stock exchanges, the Shanghai Stock Exchange (SSE) and the Shenzhen 

Stock Exchange (SZSE) established the current price limit rule on December 16, 1996.8 For most 

of the stocks (“normal” stocks), the daily absolute movement of a stock price is restricted to 10% 

of the previous trading day’s closing price. On April 22, 1998, the SSE and SZSE started to label 

a group of stocks as “special treatment” stocks (or ST stocks). These stocks have a narrower daily 

price limit of ±5%. A stock is labelled as a ST stock if its accounting profits are negative for two 

consecutive years or if the net asset value per share is lower than the par value of the stock. For 

both normal and ST stocks, trading can continue to take place after its stock price hits the upper 

                                                             
8 There were also price limit rules when the two exchanges were established. The daily limits varied in different time 

periods from 0.5% to 5%, were frequently adjusted, and could also be different for different stocks even though they 

were listed on the same exchange. In the early period, there were only dozens of listed stocks. The demand for stocks 

was very high. The price limits were so frequently hit that trading volume was extremely low. On May 21, 1992, the 

price limit rule was completely lifted. There was no price limit rule until December 16, 1996, when the current rule 

was reestablished.  



9 

 

(lower) price limit, but the trading price cannot be out of the range of the daily price limit.9 As a 

result, a stock can hit the limit during a trading day but close the day within the limits.10  

In both the SSE and SZSE, the minimum tick size for stocks is RMB 1 cent. Therefore, in 

cases where a ±10% (or ±5% in case of ST stocks) price change is not an integral number of cents, 

the exchanges round the daily price limit to the nearest cent. Consider the following example. 

Suppose there are three stocks: A, B, and C. Their closing prices at the previous trading day are 

9.99RMB, 10.00RMB, and 10.01RMB, respectively. Rounded to the nearest cent, their 10% price 

movement is 1.00RMB for all. Although they all have the same dollar value for the daily price 

movement, their return limits are different. Returns at the upper (lower) limits are 10.01% (-

10.01%), 10.00% (-10.00%), and 9.99% (-9.99%), for A, B, and C, respectively.  

As discussed in the Introduction, investors can easily access all the stocks that are ranked 

by their daily returns. In a descending rank, the 10.01% will be ranked first, 10.00% second, and 

9.99% third. In the ascending rank, the -10.01% will be ranked the first, -10.00% second, and -

9.99% third.  

Stocks ranked at the beginning of a list are more salient than stocks ranked later in the list. 

In the example in Figure 1, if one could separate stocks at the 10% upper limit from other stocks, 

it would be easy to reverse the order and rank the 9.97% stocks first. However, none of the most 

widely used trading software packages provides such separate lists. The number of stocks on each 

page depends on the size and resolution of your computer screen. On a 20-inch screen with 

1600x900 resolution, the first page shows around 30 stocks (like Figure 1). With a smaller screen 

                                                             
9 This is different from trading halts. In a trading halt, trading of a security is suspended. Even though trading continues 

under the price limit rule, trading volume is typically very low because investors concentrate only on one side of the 

market.  
10 Price limits are lifted on the first trading day of IPO stocks or when a stock is emerging from long suspension in 

trading. Those stocks are not in our sample.  
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or lower resolution, the stocks with lower limit returns display on the second page. Ranking on the 

second page further reduces those stocks’ salience.   

Unlike other settings where rankings can be manipulated, we argue that firms are unlikely 

to manipulate the ranking we study. Corporate opportunistic activity might affect whether a stock 

hits its daily price limit or not, but this activity is unlikely to differ across the stocks at the limit 

but with different daily returns. To do this, a firm needs to manage its stock price deliberately to 

close at some specific number and make sure that the stock will hit the price limit the next trading 

day, which is a small probability event to begin with.11 In addition, as we document later, the price 

effect is temporary, it is unclear how firms can benefit from it. Overall, we argue that the price 

limit events provide a quasi-random ranking. 

4. Data and Summary Statistics 

We restrict the sample to China’s A-shares (i.e., shares that are quoted and traded in 

Chinese yuan). 12  The data on daily stock returns, prices, volumes, and number of shares 

outstanding and the annual firm-level accounting data are from the China Stock Market & 

Accounting Research (CSMAR) Database. Both the SSE and SZSE adopt a computerized central 

order-matching system without market makers. The CSMAR also contains data for intraday 

transactions, such as stock code, trade size, price, and trade time, and the prevailing bid price and 

ask price. Further, the database indicates whether the trade is buyer-initiated or seller-initiated. 

Thus we do not need to infer the trade direction. The sample period of price limit events starts on 

                                                             
11 The probability for a stock hitting the 10% upper price limit is 0.8%: on average twice a year.  
12 There are two types of shares in China: A-shares and B-shares. A-shares are restricted to domestic investors, and B-

shares were restricted to foreign investors until February 2001 when domestic individual investors were allowed to 

participate in the B-share market. A-shares are quoted and traded in Chinese local currency (Chinese yuan), Shanghai 

B-shares are quoted and traded in US dollars, and Shenzhen B-shares are quoted and traded in Hong Kong dollars. At 

the end of our sample period, there are around 2,500 A-share companies, but only around 100 B-share companies. The 

B-share market liquidity is also much worse than the A-share market.  
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December 16, 1996, as that was when SSE and SZSE established the current price limit rule. The 

sample stops on March 31, 2015, which is the latest date that data are available at the time of this 

study. The sample for the intraday data is from January 2000, to October 2014. The CSMAR does 

not cover intraday data before 2000, and October 2014 is the latest date that intraday data are 

available at the time of this study.  

We compare across stocks that hit the same type of limit on the same day. We focus on 

stocks that hit the limit at market close and discard stocks that hit the limit during a day but not at 

the market close. We follow this procedure to ensure that investors have time to pay attention to 

the ranking. There is 18.5 hours from market close to the next day’s market open. The intraday 

ranking might matter less because the list of stocks that hit the limit changes from time to time, 

and investors might pay attention to different intraday lists.  

We denote stocks ranked in the first half of a list as the High group and stocks ranked in 

the second half as the Low group. Both the High and the Low group contain only stocks that hit 

one type of limit. We do this separately for each type of price limit events. For days with an odd 

number of stocks that hit the limit, the median stock is put into the High group. The results are 

similar if we put the median stocks into the Low group or we simply discard them. 13 To include a 

day into the analysis, we require that there are at least five such stocks in a day. In the sample 

period, there are 4,910 trading days. For the 10% upper limit stock analysis, the final sample 

contains 2,505 days and 54,706 stocks, with an average 21.8 stocks per day. For the -10% lower 

limit stock analysis, the final sample contains 522 days and 25,846 stocks, with an average of 49.5 

stocks. The lower limit events are more concentrated than the upper limit events.  

                                                             
13 The effect of rounding mainly depends on the digit in the hundredth place of the stock price and the price level. 

Stocks with lower price level are more likely to be ranked either very high or very low than stocks with higher price 

level. However, this is symmetric. As we will show in Table 1, the High stocks and the Low stocks do not differ in 

average price.   
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There are days with a very large number of stocks that hit the limit. The day with the largest 

number of 10% upper limit events is September 19, 2008, with 1,234 stocks that hit the limit. On 

that day, the market index increased by 9.45%. The day with the largest number of -10% upper 

limit events is June 10, 2008, with 852 stocks that hit the limit. On that day, the market index 

decreased by 7.73%. Days like these are unusual. In total, 27 (55) days have more than 100 stocks 

that hit the 10% (-10%) limit. In the empirical analysis, we weight each event day equally rather 

than weight each event stock equally. Therefore, the results are not affected by these unusual days. 

 Table 1 reports the summary statistics. Panel A reports the 10% upper limit stocks and 

Panel B the -10% lower limit stocks. For each variable, we first calculate the daily average for 

High, Low, and High minus Low, and then calculate the averages across different event days. To 

mitigate the effect of outliers, we winsorize all continuous variables at the 1% level for both tails 

except for returns that do not seem to have extreme values. For High-Low, we report its mean and 

t-value. 

 On average, for 10% upper (-10% lower) limit events, there are 11.17 (25.03) stocks in the 

High group and 10.67 (24.48) stocks in the Low group. The High group has more stocks because 

we classify the median stocks into the High group for days with an odd number of stocks. Day t is 

the day of the price limit day. The means of Returnt are 10.032% (-10.016%) and 9.974% (-9.964%) 

for High and Low, respectively. By construction, the high statistical significance is not surprising. 

The differences for both the upper and the lower limit cases are only around five basis points that 

are economically small. We also report firm size (log market capitalization), log price, and raw 

price at t-1. None of the three variables shows any statistically or economically significant 

difference.  

We also test whether the two groups differ in a few other characteristics. Turnover is the 
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daily trading volume scaled by the number of tradable shares.14 We use relative bid-ask spread to 

measure liquidity and realized variance to measure return variation. We calculate both measures 

with intraday data.15 Relative spread is defined as the bid-ask spread divided by the average of the 

bid and ask. The daily relative spread is averaged across all of the prevailing quotes for all of the 

trades within a day. Realized variance for stock i is defined in a “model-free” fashion as: 

RV𝑖
𝑡 ≝ ∑ [𝑝𝑗

𝑖 − 𝑝𝑗−1
𝑖 ]2𝑛

𝑖=1 ,                                                                       (1) 

where 𝑝𝑗
𝑖  denotes the logarithmic price (midpoint of bid and ask) of stock i at the end of the jth 10-

minute interval in day t. This model-free realized volatility based on high-frequency intraday data 

is more accurate than the realized volatility based on daily returns (Andersen, Bollerslev, Diebold, 

and Labys, 2001a, 2001b). It also provides a daily measure of volatility that can be used to compare 

return variations day by day around the price limit events.  

We calculate all three variables for two periods: t-125 to t-21 and t-20 to t-1. We do the 

calculations for these two periods separately because t-20 to t-1 is shortly before the price limit 

events and might be different from t-125 to t-21. We want to make sure that the High and Low 

groups are not different in any of these two periods. For each variable, we first calculate its daily 

value and then calculate its time series mean. The results in Table 1 show that for both the High 

and  Low groups, turnover and volatility in the t-20 to t-1 period are higher than in the t-125 to t-

21 period, and relative spread keeps constant. The increase in turnover and volatility suggests that 

                                                             
14 Originally because the government did not want to lose control of the state-owned enterprises, most of the shares it 

owned were not allowed to trade in the public market. These non-tradable shares accounted for around two thirds of 

the total market capitalization. Starting in 2005, via the split share structure reform, most of these shares gradually 

became tradable. We measure turnover as trading volume divided by the number of tradable shares to reflect this 

feature. However, if we divide trading volume by total number of shares outstanding, the results are similar.  
15 To avoid recording errors in the data, we apply filters similar to what are used by Chordia, Roll and Subrahmanyam 

(2001). Specifically, we delete quotes when the quoted spread is larger than 5RMB or when the quoted 

spread/transaction price is larger than 0.4. When we calculate the bid-ask spread, we also delete the quotes when the 

bid or the ask is at the limit price when the price limit rule prevents quotes from being on the other side. When 

calculating the realized variance, we keep the quotes when the bid or the ask is at the limit price. But instead of 

calculating the returns based on the midpoint price, we calculate the returns based on the limit price.  
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the stock trading in the month leading to the price limit events is different from normal periods. 

However, the changes in these variables are similar for both the High and Low groups, and we do 

not find any significant difference between them in any of the three variables or in any period. To 

further compare the High group and the Low group, in later analysis, we also report these firm 

characteristics from t-5 to t-1 on a daily basis. We do not find any significant difference between 

the High group and the Low group in any of these five days.16 Overall, these results confirm that 

the High group stocks and the Low group stocks are comparable to each other in the periods before 

they hit the 10% upper or the -10% lower price limit.  

5. Empirical Results 

5.1 Methodology  

We compare the High and Low groups in the period after they hit the limit. We compare 

whether they are different in terms of average returns, trading volume, liquidity, and return 

volatility. We use the standard event study method to gauge any differences in both returns and 

other variables. For a given variable X, we do the following (separately for different price limit 

events): 

(1) We first calculate the abnormal change in X (denoted as AbnX) for each price limit 

stock.  

(2) For a given day, we calculate the average AbnX for the High and Low groups.  

(3) We calculate the time series average of the daily mean AbnX from (2) and the difference 

between the High and Low groups. We also calculate the statistical significance for 

High-Low, based on the time series data.  

                                                             
16 Please see Table 2 to Table 5 for details.  
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For all of these variables, we calculate and report the statistics for these window periods: 

every day from t-5 to t+5, (t+6, t+10), (t+11, t+20), and (t+1, t+20). As the results will show, day 

t+1 is different. We therefore also report the statistics for (t+2, t+20).  

In step (1), we adjust the variables differently. For returns, we calculate the abnormal return 

as the difference between the raw return and the contemporaneous value weighted size-decile 

portfolio return.17 Size deciles are formed at the end of June for each year and rebalanced annually. 

For investor attention, turnover, relative spread, and realized variance, we calculate their abnormal 

changes as the difference between the raw values to the average in the period from t-125 to t-21 

by the following equation (2):  

 𝐴𝑏𝑛𝑋𝑖,𝑡−𝑗 =
𝑋𝑖,𝑡−𝑗−1/𝑁𝑖,𝑡 ∑ 𝑋𝑖,𝑡−𝑗

−21
𝑗=−125

1/𝑁𝑖,𝑡 ∑ 𝑋𝑖,𝑡−𝑗
−21
𝑗=−125

.                                                          (2) 

This adjustment controls for the cross-stock differences in the unconditional levels of these 

variables. We can interpret the statistics as percentage changes. In order to include a stock in the 

sample, we require that there are at least 60 data points in the t-125 to t-21 window.  

5.2 Main Results: Return, Volume, Liquidity, and Volatility 

5.2.1 The 10% Upper Limit Stocks 

Table 2 shows the results for the 10% upper limit stocks. The four panels report results on 

abnormal return, abnormal volume, abnormal spread, and abnormal volatility, respectively. Before 

hitting the limit, from t-5 to t-1, stocks in the High and Low groups show a positive abnormal 

return, positive abnormal volume, negative abnormal bid-ask spread, and positive abnormal 

volatility. However, the differences between the High and the Low groups are miniscule and are 

only occasionally statistically significant at the 10% level (once in the abnormal volume on day t-

                                                             
17 Our results are similar if we examine raw returns.  
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1 and once in the abnormal spread on day t-5). We also conduct a test (un-tabulated) for the 

differences between the High and Low groups for the cumulative returns, average abnormal 

volume, average abnormal spread, and average abnormal volatility from t-5 to t-1 and find no 

statistical significance. On day t, the High and Low groups all hit the 10% limit. Relative to the 

day t raw returns we see in Table 1, the size-decile adjusted returns are smaller, suggesting that the 

contemporaneous market returns are positive for days when there are at least five stocks that hit 

the 10% limit. The differences in day t abnormal returns are similar to the unadjusted return as 

shown in Table 1 and are economically small. There are no significant differences in the other three 

variables on day t.  

Stocks in the two groups start to show significant differences after they hit the limit. On 

day t+1, the High-Low return is 0.381% (t=6.65), which is both statistically and economically 

significant. This is much larger than the High-Low return on day t – the direct effect of rounding. 

From t+2, High-Low becomes negative and is statistically so for t+5 and also over the period from 

t+6 to t+10. From t+2 to t+10, the High group’s cumulative abnormal return is -0.380% lower 

than the Low group. This difference fully offsets the initial positive difference on day t. The High 

group decreases by another 0.088% relative to the Low group from t+11 to t+20. In aggregate, 

from t+1 to t+20, the difference in cumulative returns between the High and Low groups is only 

-0.087% (t=-0.44), which is statistically insignificant and economically small.  

Trading volume and return volatility increase more for the High group than the Low group. 

On day t+1, the differences are both around 20%, which is economically large. The differences 

diminish but persist at least for 20 trading days. The High groups’ bid-ask spread decreases 

relatively more than the Low group’s. The difference in liquidity change is statistically significant 

for day t+1, t+3, and t+4 but not afterwards. The economic magnitude is also small: High-Low is 
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only -0.8% of its level in a normal period.   

Figure 2 presents a graphic view of the results in Table 2. It plots the differences between 

the High and Low groups in terms of the cumulative abnormal returns (Panel A), abnormal 

turnover (Panel B), abnormal spread (Panel C), and abnormal volatility (Panel D), from t-5 to t+20. 

The solid line in Panel A indicates the cumulative abnormal returns which are cumulative from t-

5. The statistical significance, as indicated by the 95% confidence intervals, is contaminated by 

the variance of the difference in returns between the High and Low in the period before t. To show 

the sharpness of the returns, we also present the cumulative abnormal returns cumulative from t 

(the dashed line in Panel A). The figure makes clear the results in Table 2, namely, that the High 

group starts to show significant differences after they hit the limit and the differences largely 

reverse in two to three weeks. The results on abnormal spread are the weakest. Even for abnormal 

spread, the differences between the High and Low groups are negative for most of the days after 

the stocks hit the limit.   

5.2.2 The -10% Lower Limit Stocks 

Table 3 shows the results for the -10% upper limit stocks. Like the 10% limit stocks, there 

are no significant differences between the High and Low groups in terms of returns, volume, spread 

or volatility before stocks hit the -10% limit. On day t, the High group’s price decreases by 0.077% 

more than the Low group. Again, this is similar to the difference in their raw returns in Table 1. 

There are no significant differences in any of the other three variables on day t. Stocks in the two 

groups do not behave differently in the period after they hit the -10% limit.  

5.3 An Attention-Based Interpretation 

We propose an attention-based interpretation of the above results. We argue that, for the 
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10% limit stocks, stocks ranked higher attract more investor attention. The prices for these stocks 

are more likely to continue to increase and thus many investors crowd to buy them. Higher 

attention leads to more crowded buying, which leads to higher trading, higher volatility, and short-

term price overreaction. Because attention-driven trading is not informed, it leads to better liquidity.  

The asymmetry between buying and selling can explain the asymmetry between the two 

types of limit events. Stocks that hit the upper (lower) price limit are more likely to attract buyers 

(sellers). Ranking higher among the 10% limit stocks attracts greater attention from buyers. While 

sellers are more likely to pay attention to their holdings than the ranking of all other stocks, the 

number of stocks they hold is typically small. Limited attention has a smaller effect on selling 

decisions than buying decisions.  

Next, we provide four tests to support the above discussed attention-based mechanism.  

5.3.1 The ±5% Limit Stocks 

We expect that the effect of ranking is weaker or nonexistent on the ST stocks. The daily 

limit for ST stocks is ±5%. Typically, the ±5% returns are not extreme enough to be ranked at the 

top of either the best-performing stock list or the worst-performing stock list. While ±5% are still 

large returns and can attract more than average attention, a 5.01% stock is unlikely to attract 

significantly greater attention than a 4.99% stock. Therefore, stocks ranked differently in the 5% 

limit list or in the -5% list should not behave significantly different.  

Table 4 and Table 5 confirm the above conjectures. Table 4 reports the results for the 5% 

upper price limit stocks and Table 5 reports the results for the -5% lower price limit stocks. To 

analyze the ±5% limit stocks, we use the same methodology as for the ±10% limit stocks. Table 

4 and Table 5 show that the High and Low groups only differ in terms of returns on day t. This is 

mechanical because stocks are sorted based on their day t’s returns. Other than this, there is no 



19 

 

clear difference in any of the four characteristics that we investigate, either in the period before 

they hit the limit or in the period after they hit the limit.  

5.3.2 Investor Attention 

Using a direct measure of attention, we examine how ranking affects investors and how the 

ranking-attention relation varies across different price limit events.  

The measure of investor attention is from hexun.com. It is one of the largest financial 

websites in China. Like Google Finance or Yahoo Finance, each stock has its own profile page on 

hexun.com that shows some basic accounting and financial information. Starting from July 10, 

2009, it started to provide the daily number of viewers for each stock page. A day is defined as 

from midnight to midnight. Viewers are identified based on their IP address.18 We manually collect 

the viewer data until March 31, 2012, when the website changed its reporting format. Across all 

stocks with available data, the mean (median) number of daily viewers is 3,459.28 (1,512). The 1st 

percentile and the 99th percentile are 134 and 30,557, respectively. The daily average number of 

viewers is more than 10 million. 

Table 6 reports the results. The four types of price limit events are analyzed separately and 

reported in the four panels. We also use the same methodology as for abnormal volume, abnormal 

spread and abnormal volatility. For each stock on any event day, we first calculate the abnormal 

level of attention by equation (2) and then aggregate the abnormal attention across stocks in that 

group. The statistics in Table 6 are calculated based on the time series data.  

Table 6 shows that there is no significant difference in investor attention before the stocks 

                                                             
18 Relative to Google Trends, there is no ambiguity on identifying stocks. It is also reasonable to assume that all views 

are for trading purposes. In addition, the coverage of hexun.com is much better than Google Trends that does not return 

valid data for many stocks in the sample. Google was never the biggest search engine in China, even before it exited 

China in 2010.  
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hit the limit for any of the four types of price limit events. From day t, for the 10% upper limit 

stocks, the High group starts to attract significantly greater attention than the Low group. The 

difference is statistically significant from t to t+3. It is still positive but not statistically significant 

afterwards. The difference is the greatest for t+1, and it is economically large. On day t+1 the High 

group’s attention is 5.743 times greater than their normal time average, and the Low group’s 

attention is 4.930 times greater than their normal time average. The difference is almost the same 

as the average attention they attract in a normal day. The investor attention does not show 

significant differences between the High and the Low groups for the other three types of price limit 

events, although we do see statistical significance occasionally.  

For the 10% limit stocks, the timing of the attention changes matches well with the timing 

of the changes in other variables, but not perfectly. The High-Low attention difference is the 

greatest at t+1 and then diminishes in a few days. It is still positive after day t+4 but not statistically 

significant. Returns, volume, spread, and volatility all show the largest difference between the 

High and the Low groups on day t+1 when the attention difference is greatest. Similar to the effect 

on attention, the effect on spread is also temporary. But the effect on volume and volatility is more 

persistent. One possible reason is that it takes time for investors to rebalance their portfolios.  

 Investor attention on the High and Low stocks starts to differ on day t, while returns, 

volume, liquidity, and volatility do not show significant differences on that day. We conjecture that 

this is because the investor attention is measured from midnight to midnight and the attention 

measured on day t reflects its level after market close. The ranking is available after market close. 

Hence we do predict that attention should differ between the High and Low groups after market 

close on day t.19  

                                                             
19  Without intraday attention data, we cannot test this conjecture directly. We provide some indirect evidence: If 

investor attention differs in the period from market close on day t to the market open on day t+1, we expect the High-
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These findings are consistent with the findings in Table 2 to Table 5. We only find 

significant differences in return, volume, liquidity, and volatility between the High and Low groups 

when we see a significant difference in investor attention. These findings also confirm the previous 

conjectures: ranking matters more for buying than selling (the asymmetry between the 10% cases 

and the -10% cases); ranking has little effect when it has no effect on attention (the ±5% cases).   

5.3.3 Length of the Ranking 

In this subsection, we investigate how the effect of ranking depends on the length of the 

list of stocks hitting the 10% limit.20 We conjecture that ranking matters less when the list is short 

and more when the list is long: Attention may not be limited if there are only a few limit hitting 

stocks, but more likely to be so if the list is long. We test this in a regression framework.  

𝐴𝑏𝑛𝑋𝑖,𝑡+1 = 𝛼𝑡 + 𝛽1𝑅𝑎𝑛𝑘𝑖,𝑡 ∗ 𝐷𝑁𝑡≤10 + 𝛽2𝑅𝑎𝑛𝑘𝑖,𝑡 ∗ 𝐷10<𝑁𝑡≤20 + 𝛽3𝑅𝑎𝑛𝑘𝑖,𝑡 ∗ 𝐷20<𝑁𝑡≤40

+ 𝛽4𝑅𝑎𝑛𝑘𝑖,𝑡 ∗ 𝐷𝑁𝑡>40 + 𝛾𝑆𝑖𝑧𝑒𝑖,𝑡−1 + 𝜀𝑖,𝑡,                                          (3) 

where 𝐴𝑏𝑛𝑋𝑖,𝑡+1 is the abnormal change in variable X for stock i on day t+1. We focus on day t+1 

because we see the strongest effects of ranking on that day. We analyze five different variables: 

investor attention, return, volume, liquidity, and volatility. 𝛼𝑡 is the day fixed effects. Adding day 

fixed effects allows us to investigate the heterogeneities across stocks in the same day. 𝑅𝑎𝑛𝑘𝑖,𝑡 is 

the percentile rank of stock i’s limit hitting return on day t. Stocks with higher returns have higher 

Rank values. 𝐷𝑁𝑡≤10 , 𝐷10<𝑁𝑡≤20 , 𝐷20<𝑁𝑡≤40 , and 𝐷𝑁𝑡>40  are four dummy variables that indicate 

                                                             
Low return difference on day t+1 should mainly come from the overnight period. In un-tabulated results, we find that 

the High-Low return from market close on day t to market open on day t+1 is 0.285% (t=8.03) and from market open 

on day t+1 to market close on day t+1 is 0.111% (t=2.26). 
20 From Table 2 to 6, we only find a significant difference between the High and Low groups for the 10% price limit 

stocks. We therefore conduct analyses only for the 10% price limit stocks. The analyses for the other three types of 

price limit events are available upon request. In a nutshell, we do not find any significant difference in terms of the 

moderating effect of the length of the list, attention-driven trading, or price efficiency between the High and Low 

groups for the other three types of price limit events.  



22 

 

days when the number of limit stocks (𝑁𝑡) is within a specified range. 10, 20, and 40 are roughly 

the 33rd, the 66th, and the 90th percentiles across the number of stocks for all of the event days. 

Rank and the four dummies are not included in the regression because Rank is a linear combination 

of the four interaction terms, and the four dummies are subsumed by the day fixed effects. 

𝑆𝑖𝑧𝑒𝑖,𝑡−1is the natural logarithm of firm i’s market capitalization one day before it hits the limit.21  

The results in Table 7 show that the effect of ranking is indeed larger when more stocks hit 

the limit. The pattern is clear for all the five characteristics except for abnormal spread where the 

results are the weakest to begin with. The results also show that the effect of ranking mainly 

depends on whether the number of limit stocks is more than ten or not. The effect is much weaker 

when N≤10 and the differences between 10<N≤20, 10<N≤20, and N>40 are small. This is 

consistent with the evidence from the psychology literature that finds that working memory allows 

people to handle roughly “seven plus or minus two” items at the same time (Miller, 1956).  

5.3.4 Attention-Driven Trading 

Different investors react differently to attention-grabbing events (Barber and Odean, 2008). 

As we do not directly observe investors’ trading, we infer it from the imbalances in trades of 

different sizes. Similar method has been adopted for both the United States and China (Lee and 

Radhakrishna, 2000; Hvidkjaer, 2008; Barber, Odean, and Zhu, 2009; Liao, Liu, and Wang, 2011). 

Following these studies, we use trade size to represent the investor sophistication. We expect that 

the High group should attract more small buy orders than the Low group. 

We sort all trades into three groups: small trades are the trades with values equal to or lower 

                                                             
21 We also conduct an analysis on whether ranking affects small firms differently than large firms. Although hitting 

the 10% limit leads to smaller abnormal attention for larger firms, the effect of ranking on attention and other stock 

characteristics does not vary significantly with size. The results are available upon request.  
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than 20,000RMB, medium trades are the trades with values equal to or lower than 100,000RMB 

but larger than 20,000RMB, and large trades are larger than 100,000RMB. 20,000RMB is roughly 

the median trade size of for all trades across all stocks, and 100,000RMB is roughly the 83rd 

percentile.22  

We measure trade imbalance as the value of buyer-initiated trades minus the value of seller-

initiated trades divided by the total value of trades. We calculate its abnormal level as23: 

 𝐴𝑏𝑛𝑋𝑖,𝑡−𝑗 = 𝑋𝑖,𝑡−𝑗 − 1/𝑁𝑖,𝑡 ∑ 𝑋𝑖,𝑡−𝑗
−21
𝑗=−125 .       (4) 

Table 8 reports the results on order imbalance analysis. Panels A, B, and C report the results 

for small trades, medium trades, and large trades, respectively. Small trades, medium trades and 

large trades do not show different patterns between the High and Low groups before t+1, 

suggesting that leading up to a price limit event, investors do not show different preferences 

between the High and Low groups. On t+1, the difference in order imbalance between the High 

and Low groups is significantly positive for both small trades and medium trades, but not for large 

trades. The small trades’ imbalance is larger than the medium trades’ imbalance and the small 

trades’ imbalance is also positive on day t+2. This is consistent with the conjecture that smaller 

investors are more likely to be affected by attention, and large investors are insensitive to attention. 

Interestingly, large trade investors start to sell more of the High group. Large trade investors 

continue to be net sellers for t+3 and t+4. This suggests that large trade investors trade against the 

short-term mispricing induced by the attention difference. From t+5 to t+20, we do not see any 

                                                             
22 The choice of cutoffs is inherently arbitrary. Therefore we also check the results by changing the cutoffs. The results 

are robust if we set the maximum cutoff for the small trade size from 20,000RMB to 10,00RMB, 30,000RMB, 

40,000RMB, or 50,000RMB, or if we set the maximum cutoff for the medium trade size from 100,000RMB to 

200,000RMB or 500,000RMB.  
23 We do not divide it by its unconditional mean as we do for trading volume, liquidity, and volatility because for many 

stocks, the unconditional mean of order imbalance in the period between t-125 and t-21is negative or near to zero. Our 

results are similar without adjusting for the historical average order imbalance.   
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statistically significant differences between the High and Low groups for any of the three trade 

groups. 

5.4 Price Efficiency 

In Table 9, we examine whether ranking affects price efficiency. Attention is necessary for 

investors to learn. Rational learning can enhance price discovery. Attention is also affected by 

salient attributes such as the ranking in this setting. Attention-driven by ranking is unlikely to be a 

deliberate decision. Attention-driven crowded trading can lead to lower price efficiency, if the 

attention grabbing events mainly attract noise traders (Barber and Odean, 2008).  

We measure price efficiency by using variance ratio. We follow the methodology in O’Hara 

and Ye (2011) and use intraday data to compute the variance ratio as the absolute value of one 

minus the variance of 10-minute log returns divided by two times the variance of 5-minute log 

returns. To mitigate the effect of the bid-ask bounce, returns are calculated based on the midpoint. 

A ratio of zero is consistent with stocks following a random walk. Hence, a smaller number is 

better in terms of price efficiency (Lo and MacKinlay, 1988). Similar to the other variables, we 

also adjust the calculation of the abnormal level variance ratio based on equation (2). 

The abnormal variance ratio for the High group at t-5 is -0.008, which means that its 

variance ratio is 99.2% of its normal time average. We find that from t-5 to t, the variance ratio is 

close to normal times for both the High and Low groups. The High group’s abnormal variance 

ratio is significantly higher than that of the Low group for both day t+1 and t+2, but is insignificant 

for other days. These results indicate that the price efficiency of the High group decreases more 

than the Low group, but the relative decrease is a short-term phenomenon.  
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5.5 Robustness 

5.5.1 A Placebo Test 

An important identification assumption is that stocks in the High group are not 

systematically different from stocks in the Low groups. Based on the empirical design, it is 

unlikely that they are systematically different. Nevertheless, we conduct a placebo test to provide 

further evidence.  

Between May 21, 1992, and December 15, 1996 (both inclusive), there was no limit on the 

daily movement of a stock price. We construct hypothetical 10% price limit events based on stocks’ 

daily prices and returns for this period by applying the price limit rule that is only effective after 

this period. We then conduct an analysis by comparing hypothetical High and hypothetical Low. 

The strategy is best illustrated in an example. Consider two stocks: X and Y. The X’s previous 

closing price is 9.99RMB, and Y’s is 10.01RMB. Suppose that both of them receive positive public 

news that increases their equity value by R% where R>10. By applying the 10% price limit rule, 

their price should increase by 1.00RMB, leading to 10.01% return for X and 9.99% return for Y. 

In this case, X is ranked higher than Y.  Therefore, X would be the hypothetical High and Y would 

be hypothetical Low. 

The true ranking (without the price limit rule) can be very different from the above 

hypothetical ranking. Without the price limit rule, the ranking depends on the value of R. A small 

change in R can change the relative ranking between X and Y. For example, when R=12, X 

(12.02%) will be ranked higher than Y (11.99%); when R=11.95, the ranking will reverse (11.91% 

for X and 11.99% for Y).  

If ranking causes the differences, then we expect that stocks in the hypothetical High and 

the Low groups will behave similarly—their true ranking is not much related to the hypothetical 
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ranking. If there are some inherent differences between X and Y, then we should expect the 

hypothetical price limit events to deliver similar findings as the real price limit events in the post-

December 16, 1996 period.  

In total, we have 212 days with at least five hypothetical 10% upper price limit events, and 

in total, we have 5,924 such stocks. The true returns for the hypothetical High and Low groups are 

15.571% and 15.720%. Not surprisingly, both are well above 10%. The difference is not 

statistically significant. In this period, we do not have intraday data or the attention data from 

hexun.com. We thus focus on returns (adjusted by size-decile portfolios) and volumes (adjusted as 

in equation (2)). Table 10 reports the results. We do not find any significant difference between the 

hypothetical High group and the hypothetical Low group.24 This finding suggests that ranking is 

necessary to generate different stock behaviors.  

5.5.2 Excluding Low Priced Stocks 

Low priced stocks have larger microstructure noises. We investigate whether the results are 

sensitive to the exclusion of stocks priced lower than 5RMB. In Table 11, we redo the analysis 

after excluding stocks priced lower than 5RMB. The 5RMB requirement reduces the number of 

eligible event days from 2,505 to 2,411. The total number of price limit events decreases from 

54,706 to 46,785.25 Like the, we find results similar to those of the whole sample analysis, which 

suggests that the results are not sensitive to inclusion of the low-priced stocks. 

                                                             
24At the event day, the size-decile portfolio adjusted returns for the High and Low groups are 9.800% and 9.601%, 

respectively. The adjustment leads to a 6% decrease in returns. This is mainly because in this sample period, the 

number of firms was small and return synchronicity is also higher. The period from 1992-1996 was the very early 

stage of China’s stock market. The number of listed firms in May 1992 was 28 and increased to 513 by the end of 

December 1996. In unreported results, I find qualitatively similar results for raw returns. Results are also similar if I 

“re-allocate” returns following the price limit rule. For example, if a stock had a return of 15% and its hypothetical 

daily return is 10.01%, I “move” 4.99% into the next trading day.  
25 Some stocks priced higher than 5RMB are excluded if the exclusion of 5RMB reduces an event day’s total number 

of price limit stocks to less than 5.  
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5.5.3 Excluding Consecutive Limit Hitting Stocks 

Among the day t 10% price limit stocks, around 13% of them also hit the limit on day t-

1.26 Consecutive limit hitting stocks may attract very different investor attention than other stocks. 

We therefore investigate whether the results are sensitive to the exclusion of these consecutive 

limit hitting stocks. The results from Table 12 are very similar to those in Table 2. If anything, 

excluding these stocks seems to strengthen the results slightly.  

6. Conclusion 

Ranking is an important part of our daily life. In this paper, we exploit a novel natural 

experiment in which ranking is driven purely by the rounding of stock prices. We find that 

uninformed ranking can cause correlated investor trading and have a significant effect on the stock 

price, trading volume, liquidity, return volatility, and the price efficiency. Ranking does not have 

effects if it does not generate a significant difference in attention. Ranking has stronger effects 

when the length of the ranking is longer.  

The effect of ranking can come from a pure order effect (Tversky and Kahneman, 1992) or 

a relative magnitude effect (Bordalo, Gennaioli and Shleifer, 2012). In our setting, the stocks differ 

very little in terms of the ranking variable. The findings thus support the pure order effect (Tversky 

and Kahneman, 1992).  

It is interesting to investigate how ranking affects investors in other settings. First, how 

will the effect of ranking vary with respect to asset classes? The prices of stocks are noisy and their 

valuations are subjective. These characteristics leave room for uninformed demand. Will the effect 

of ranking be weaker for assets that are not as speculative (e.g., Treasury securities)? Second, how 

                                                             
26 The frequency of consecutive limit hitting stocks does not differ between the High and Low groups.  
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will the effect of ranking vary with respect to the displayed information? For this setting, the 

returns and prices are displayed. What if the displayed information is about firm fundamental such 

as earnings? We leave these questions for future studies.  
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Table 1. Summary Statistics 

This table reports the summary statistics. Panel A reports the 10% upper limit stocks and Panel B 

the -10% lower limit stocks. For each day with at least five 10% or -10% price limit stocks, we 

rank them based on their absolute daily returns: The High group includes the ones in the first half 

of the list (with higher absolute returns) and the Low group includes all others. For all variables, 

we first calculate the mean for High and Low separately at each day and also their difference, 

High-Low. We then calculate the time series means and t-values for High-Low. Returnt is the return 

on day t which is the day the stocks hit the limit. Firm size, log(Price), and Price are measured at 

the end of day t-1. Turnover is the trading volume divided by the number of tradable shares. 

Relative spread is the bid-ask spread divided by the midpoint. Realized variance is defined as 

RV𝑖
𝑡 ≝ ∑ [𝑝𝑗

𝑖 − 𝑝𝑗−1
𝑖 ]2𝑛

𝑖=1 , where 𝑝𝑗
𝑖  denotes the logarithmic price of stock i at the end of the jth 10-

minute interval in day t. We scale both turnover and realized variance by 100. The sample period 

is from December 16, 1996, to March 31, 2015, except relative spread and realized variance for 

which we only have data from January 1, 2000, to October 31, 2014.   

 Panel A. 10% Upper Limit Panel B. -10% Lower Limit 

 High Low Diff t High Low Diff t 

Number of stocks 11.172 10.666 0.506 50.66 25.033 24.481 0.552 25.32 

Returnt 10.033 9.977 0.057 77.90 -10.016 -9.964 -0.052 -13.55 

Firm Sizet-1 14.848 14.869 -0.021 -1.38 14.984 14.961 0.024 1.01 

Log(Pricet-1) 2.282 2.292 -0.010 -1.41 2.451 2.441 0.010 0.56 

Pricet-1 12.965 12.997 -0.032 -0.32 14.416 14.212 0.175 0.45 

Turnovert-125,t-21*100 3.638 3.660 -0.022 -0.41 3.942 4.029 -0.086 -0.66 

Turnovert-20,t-1*100 4.121 4.157 -0.036 -0.75 5.056 4.971 0.085 0.84 

Relative Spreadt-125,t-21  0.221 0.219 0.002 1.43 0.211 0.212 -0.001 -0.45 

Relative Spreadt-20,t-1  0.226 0.231 -0.005 -0.40 0.221 0.227 -0.006 -1.33 

Realized variancet-125,t-21*100  0.227 0.217 0.010 0.62 0.265 0.245 0.019 0.57 

Realized variancet-20,t-1*100   0.385 0.403 -0.018 -0.58 0.425 0.397 0.029 0.88 

 

 

  



33 

 

Table 2. 10% Upper Limit Stocks  
This table reports the analysis on the 10% limit stocks. For each day with at least five price limit stocks, we 

rank them based on their absolute daily returns. The High group includes the ones in the first half of the list 

(with higher absolute returns) and the Low group includes all others. Abnormal return is the difference 

between the raw return and the size decile portfolio return. Abnormal turnover, abnormal spread, and 

abnormal volatility are calculated as the percentage change between the raw values and the average in the 

period between t-125 to t-21. Turnover is defined as daily shares traded divided by a stock’s number of 

tradable shares. Spread is defined as bid-ask spread divided by the midpoint. Variance is defined as RV𝑖
𝑡 ≝

∑ [𝑝𝑗
𝑖 − 𝑝𝑗−1

𝑖 ]2𝑛
𝑖=1 , where 𝑝𝑗

𝑖  denotes the logarithmic price of stock i at the end of the jth 10-minute interval 

in day t. For each variable, we first calculate the mean for High and Low separately at each day and also 

their difference, High-Low. We then calculate the time series means and t-values. For return and turnover, 

the sample period is from December 16, 1996, to March 31, 2015. For spread and volatility, it is from 

January 1, 2000, to October 31, 2014.  

 Panel A. Abnormal Returns Panel B. Abnormal Turnover 

Window High Low High-Low t High Low High-Low t 

-5 0.157 0.222 -0.064 -1.61 0.510 0.521 -0.011 -0.54 

-4 0.339 0.303 0.036 1.53 0.572 0.585 -0.013 -0.59 

-3 0.500 0.541 -0.041 -0.93 0.673 0.644 0.029 1.21 

-2 0.763 0.721 0.041 1.30 0.788 0.779 0.008 0.32 

-1 1.544 1.562 -0.018 -0.33 1.034 1.086 -0.052 -1.72 

0 9.261 9.215 0.047 8.45 3.107 3.156 -0.050 -1.11 

1 1.929 1.549 0.381 6.65 4.176 3.984 0.193 3.73 

2 0.067 0.124 -0.057 -1.09 2.728 2.630 0.099 2.35 

3 0.038 0.044 -0.005 -0.12 2.264 2.160 0.104 2.62 

4 -0.126 -0.099 -0.027 -0.60 1.964 1.855 0.109 3.06 

5 -0.390 -0.313 -0.076 -1.78 1.708 1.606 0.102 3.13 

6-10 -0.432 -0.217 -0.215 -2.34 1.394 1.344 0.050 1.85 

11-20 -0.714 -0.627 -0.088 -0.72 1.004 0.953 0.051 2.38 

1-20 0.373 0.460 -0.087 -0.44 1.493 1.424 0.069 2.87 

2-20 -1.554 -1.087 -0.467 -2.54 1.352 1.289 0.063 2.67 

 Panel C. Abnormal Spread Panel D. Abnormal Volatility 

Window High Low High-Low t High Low High-Low t 

-5 -0.009 -0.015 0.006 1.72 0.369 0.376 -0.007 -0.31 

-4 -0.012 -0.016 0.004 1.14 0.458 0.466 -0.008 -0.32 

-3 -0.016 -0.018 0.002 0.45 0.565 0.543 0.022 0.77 

-2 -0.011 -0.011 -0.000 -0.09 0.769 0.810 -0.041 -0.91 

-1 -0.001 -0.003 0.002 0.34 1.243 1.289 -0.046 -1.06 

0 0.063 0.059 0.004 1.03 2.619 2.613 0.006 0.80 

1 -0.104 -0.096 -0.008 -2.17 2.794 2.564 0.230 4.98 

2 -0.090 -0.091 -0.000 -0.04 1.758 1.663 0.095 2.62 

3 -0.103 -0.096 -0.008 -2.25 1.356 1.255 0.101 3.14 

4 -0.107 -0.100 -0.006 -2.01 1.105 1.073 0.032 1.13 

5 -0.108 -0.103 -0.005 -1.56 0.949 0.887 0.062 2.33 

6-10 -0.110 -0.107 -0.003 -1.11 0.713 0.697 0.016 0.92 

11-20 -0.114 -0.110 -0.004 -1.45 0.489 0.458 0.031 2.29 

1-20 -0.110 -0.106 -0.004 -1.63 0.833 0.787 0.047 3.18 

2-20 -0.111 -0.107 -0.004 -1.58 0.724 0.689 0.035 2.45 
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Table 3. -10% Lower Limit Stocks  
This table reports the analysis on the -10% limit stocks. For each day with at least five price limit stocks, 

we rank them based on their absolute daily returns. The High group includes the ones in the first half of the 

list (with higher absolute returns) and the Low group includes all others. Abnormal return is the difference 

between the raw return and the size decile portfolio return. Abnormal turnover, abnormal spread, and 

abnormal volatility are calculated as the percentage change between the raw values and the average in the 

period between t-125 to t-21. Turnover is defined as daily shares traded divided by a stock’s number of 

tradable shares. Spread is defined as bid-ask spread divided by the midpoint. Variance is defined as RV𝑖
𝑡 ≝

∑ [𝑝𝑗
𝑖 − 𝑝𝑗−1

𝑖 ]2𝑛
𝑖=1 , where 𝑝𝑗

𝑖  denotes the logarithmic price of stock i at the end of the jth 10-minute interval 

in day t. For each variable, we first calculate the mean for High and Low separately at each day and also 

their difference, High-Low. We then calculate the time series means and t-values. For return and turnover, 

the sample period is from December 16, 1996, to March 31, 2015. For spread and volatility, it is from 

January 1, 2000, to October 31, 2014.  

 Panel A. Abnormal Returns Panel B. Abnormal Turnover 

Window High Low Diff t High Low Diff t 

-5 0.513 0.506 0.007 0.07 1.712 1.748 -0.036 -0.51 

-4 0.589 0.563 0.026 0.23 1.781 1.768 0.013 0.19 

-3 0.443 0.422 0.021 0.16 1.897 1.905 -0.008 -0.09 

-2 0.449 0.323 0.126 0.89 2.003 2.102 -0.099 -0.96 

-1 -0.676 -0.585 -0.091 -0.69 2.251 2.253 -0.002 -0.02 

0 -7.225 -7.148 -0.077 -4.69 2.324 2.313 0.010 0.13 

1 -2.192 -2.155 -0.037 -0.32 2.289 2.335 -0.047 -0.43 

2 -0.533 -0.620 0.086 0.82 1.854 1.830 0.024 0.28 

3 -0.193 -0.202 0.010 0.10 1.773 1.727 0.046 0.48 

4 0.045 0.052 -0.007 -0.06 1.648 1.732 -0.084 -0.90 

5 0.125 0.036 0.088 1.00 1.712 1.719 -0.008 -0.08 

6-10 -0.127 -0.095 -0.032 -0.16 1.667 1.655 0.012 0.14 

11-20 -0.011 0.030 -0.042 -0.15 1.643 1.578 0.065 0.77 

1-20 -2.885 -2.951 0.066 0.14 1.701 1.670 0.032 0.40 

2-20 -0.693 -0.796 0.103 0.24 1.671 1.635 0.036 0.46 

 Panel C. Abnormal Spread Panel D. Abnormal Volatility 

Window High Low Diff t High Low Diff t 

-5 -0.001 0.012 -0.013 -1.21 0.558 0.577 -0.020 -0.33 

-4 0.004 0.010 -0.006 -0.61 0.630 0.623 0.007 0.11 

-3 0.018 0.029 -0.011 -1.02 0.697 0.764 0.067 -0.94 

-2 0.058 0.071 -0.013 -0.82 1.169 1.163 0.006 0.07 

-1 0.110 0.103 0.007 0.37 1.717 1.639 0.008 0.81 

0 0.630 0.634 -0.004 -0.08 3.259 3.322 -0.063 -0.58 

1 0.197 0.194 0.002 0.15 3.071 3.162 -0.092 -0.68 

2 0.083 0.084 -0.001 -0.10 1.233 1.227 0.007 0.08 

3 0.082 0.079 0.003 0.27 0.828 0.875 -0.047 -0.74 

4 0.071 0.085 -0.015 -1.38 0.841 0.819 0.022 0.33 

5 0.063 0.076 -0.013 -1.22 0.650 0.660 -0.010 -0.16 

6-10 0.046 0.047 -0.001 -0.18 0.480 0.478 0.002 0.05 

11-20 0.028 0.041 -0.013 -1.43 0.324 0.286 0.038 1.37 

1-20 0.050 0.058 -0.008 -1.04 0.613 0.601 0.012 0.33 

2-20 0.042 0.051 -0.008 -1.09 0.483 0.464 0.018 0.55 
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Table 4. 5% Upper Limit Stocks 
This table reports the analysis on the 5% limit stocks. For each day with at least five price limit stocks, we 

rank them based on their absolute daily returns. The High group includes the ones in the first half of the list 

(with higher absolute returns) and the Low group includes all others. Abnormal return is the difference 

between the raw return and the size decile portfolio return. Abnormal turnover, abnormal spread, and 

abnormal volatility are calculated as the percentage change between the raw values and the average in the 

period between t-125 to t-21. Turnover is defined as daily shares traded divided by a stock’s number of 

tradable shares. Spread is defined as bid-ask spread divided by the midpoint. Variance is defined as RV𝑖
𝑡 ≝

∑ [𝑝𝑗
𝑖 − 𝑝𝑗−1

𝑖 ]2𝑛
𝑖=1 , where 𝑝𝑗

𝑖  denotes the logarithmic price of stock i at the end of the jth 10-minute interval 

in day t. For each variable, we first calculate the mean for High and Low separately at each day and also 

their difference, High-Low. We then calculate the time series means and t-values. For return and turnover, 

the sample period is from April 22, 1998, to March 31, 2015. For spread and volatility, it is from January 1, 

2000, to October 31, 2014.  

 Panel A. Abnormal Returns Panel B. Abnormal Turnover 

Window High Low Diff t High Low Diff t 

-5 0.066 0.074 -0.008 -0.18 1.253 1.234 0.019 1.11 

-4 0.088 0.113 -0.026 -0.57 1.264 1.263 0.001 0.06 

-3 0.121 0.214 -0.093 -1.75 1.293 1.286 0.007 0.38 

-2 0.209 0.171 0.039 0.80 1.317 1.275 0.042 2.17 

-1 0.879 0.823 0.056 1.08 1.331 1.317 0.014 0.67 

0 4.298 4.185 0.113 20.41 1.842 1.815 0.028 1.12 

1 1.155 1.119 0.036 0.70 2.120 2.109 0.011 0.35 

2 0.032 0.125 -0.092 -1.76 1.791 1.778 0.014 0.49 

3 0.043 0.089 -0.046 -0.88 1.653 1.635 0.018 0.70 

4 -0.009 0.022 -0.031 -0.65 1.588 1.562 0.026 1.06 

5 -0.075 -0.039 -0.035 -0.71 1.527 1.504 0.024 1.01 

6-10 -0.005 0.037 -0.042 -0.36 1.444 1.424 0.019 1.15 

11-20 -0.196 -0.274 0.078 0.48 1.378 1.363 0.015 0.95 

1-20 0.930 1.061 -0.131 -0.54 1.483 1.466 0.017 1.19 

2-20 -0.209 -0.042 -0.167 -0.71 1.450 1.432 0.018 1.23 

 Panel C. Abnormal Spread Panel D. Abnormal Volatility 

Window High Low Diff t High Low Diff t 

-5 0.001 -0.005 0.006 1.03 0.112 0.078 0.034 1.93 

-4 -0.010 -0.005 -0.005 -0.90 0.115 0.110 0.004 0.25 

-3 -0.006 -0.010 0.004 0.69 0.121 0.138 -0.018 -0.99 

-2 0.001 0.004 -0.003 -0.41 0.147 0.134 0.013 0.77 

-1 -0.011 -0.010 -0.001 -0.21 0.184 0.177 0.007 0.38 

0 -0.046 -0.046 0.000 0.02 0.371 0.340 0.030 0.91 

1 -0.079 -0.079 -0.000 -0.00 0.616 0.635 -0.019 -0.80 

2 -0.049 -0.037 -0.013 -1.84 0.458 0.495 -0.036 -1.62 

3 -0.051 -0.042 -0.008 -1.22 0.331 0.341 -0.011 -0.52 

4 -0.054 -0.068 0.014 2.39 0.303 0.282 0.021 0.97 

5 -0.055 -0.050 -0.004 -0.73 0.211 0.234 -0.023 -1.19 

6-10 -0.047 -0.052 0.005 1.02 0.165 0.172 -0.008 0.63 

11-20 -0.053 -0.054 0.001 0.17 0.110 0.110 0.000 0.01 

1-20 -0.053 -0.053 0.000 0.10 0.193 0.198 -0.005 -0.55 

2-20 -0.051 -0.052 0.001 0.13 0.170 0.175 -0.004 -0.46 



36 

 

Table 5. -5% Lower Limit Stocks 
This table reports the analysis on the -5% limit stocks. For each day with at least five price limit stocks, we 

rank them based on their absolute daily returns. The High group includes the ones in the first half of the list 

(with higher absolute returns) and the Low group includes all others. Abnormal return is the difference 

between the raw return and the size decile portfolio return. Abnormal turnover, abnormal spread, and 

abnormal volatility are calculated as the percentage change between the raw values and the average in the 

period between t-125 to t-21. Turnover is defined as daily shares traded divided by a stock’s number of 

tradable shares. Spread is defined as bid-ask spread divided by the midpoint. Variance is defined as RV𝑖
𝑡 ≝

∑ [𝑝𝑗
𝑖 − 𝑝𝑗−1

𝑖 ]2𝑛
𝑖=1 , where 𝑝𝑗

𝑖  denotes the logarithmic price of stock i at the end of the jth 10-minute interval 

in day t. For each variable, we first calculate the mean for High and Low separately at each day and also 

their difference, High-Low. We then calculate the time series means and t-values. For return and turnover, 

the sample period is from April 22, 1998, to March 31, 2015. For spread and volatility, it is from January 1, 

2000, to October 31, 2014. 

 Panel A. Abnormal Returns Panel B. Abnormal Turnover 

Window High Low Diff t High Low Diff t 

-5 0.042 0.072 -0.030 -0.44 1.284 1.234 0.050 2.00 

-4 0.141 -0.008 0.149 1.70 1.269 1.252 0.017 0.65 

-3 -0.017 0.024 -0.041 -0.51 1.281 1.279 0.003 0.09 

-2 0.054 -0.100 0.154 1.81 1.340 1.314 0.026 0.75 

-1 -0.692 -0.741 0.050 0.72 1.349 1.361 -0.012 -0.35 

0 -3.312 -3.198 -0.115 -14.68 1.264 1.252 0.013 0.53 

1 -1.445 -1.415 -0.030 -0.51 1.272 1.272 0.000 0.01 

2 -0.448 -0.431 -0.017 -0.27 1.242 1.242 -0.000 -0.01 

3 -0.253 -0.206 -0.046 -0.80 1.215 1.219 -0.004 -0.16 

4 -0.249 -0.173 -0.076 -1.37 1.196 1.206 -0.010 -0.45 

5 -0.197 -0.135 -0.061 -1.10 1.182 1.200 -0.018 -0.76 

6-10 -0.591 -0.416 -0.175 -1.26 1.178 1.154 0.024 1.08 

11-20 -0.649 -0.609 -0.040 -0.22 1.203 1.175 0.028 1.40 

1-20 -3.813 -3.370 -0.442 -1.59 1.200 1.183 0.017 0.93 

2-20 -2.372 -1.960 -0.412 -1.55 1.196 1.178 0.018 0.97 

 Panel C. Abnormal Spread Panel D. Abnormal Volatility 

Window High Low Diff t High Low Diff t 

-5 0.034 0.054 -0.020 -2.36 0.212 0.201 0.011 0.43 

-4 0.040 0.044 -0.003 -0.42 0.198 0.191 0.007 0.33 

-3 0.057 0.056 0.001 0.08 0.249 0.249 -0.000 -0.00 

-2 0.082 0.070 0.012 1.32 0.320 0.288 0.032 1.20 

-1 0.110 0.104 0.006 0.63 0.404 0.395 0.008 0.28 

0 0.392 0.425 -0.033 -1.98 0.518 0.488 0.130 1.28 

1 0.196 0.189 0.007 0.71 0.845 0.866 -0.021 -0.72 

2 0.145 0.138 0.007 0.82 0.486 0.467 0.019 0.68 

3 0.127 0.140 -0.013 -1.67 0.297 0.256 0.041 1.93 

4 0.123 0.130 -0.008 -1.02 0.254 0.263 -0.009 -0.45 

5 0.110 0.133 -0.023 -2.75 0.239 0.212 0.027 1.19 

6-10 0.110 0.115 -0.004 -0.69 0.164 0.182 -0.017 -1.30 

11-20 0.103 0.108 -0.005 -0.87 0.128 0.134 -0.006 -0.48 

1-20 0.114 0.119 -0.005 -0.95 0.212 0.216 -0.004 -0.41 

2-20 0.110 0.116 -0.006 -1.07 0.178 0.181 -0.003 -0.28 
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Table 6. Investor Attention 
This table reports the analysis on investor attention. We analyze the four types of price limit events 

separately and report them in different panels. For each day with at least five price limit stocks (four types 

of price limit events separately), we rank them based on their absolute daily returns. The High group 

includes the ones in the first half of the list (with higher absolute returns) and the Low group includes others. 

The measure of attention is number of viewers from hexun.com. We report the abnormal attention. The 

abnormal attention is calculated as the percentage change of attention relative to a stock’s average attention 

from t-125 to t-21. For abnormal attention, we first calculate the mean for High and Low separately at each 

day and also their difference, High-Low, and then calculate the time series means and the t-values for High-

Low. The sample period is from July 10, 2009, to March 31, 2012.  

 Panel A. 10% Upper Limit Panel B. -10% Lower Limit 

Window High Low Diff t High Low Diff t 

-5 0.432 0.455 -0.023 -0.21 0.608 0.423 0.186 0.91 

-4 0.475 0.438 0.037 0.37 0.476 0.520 -0.044 -0.29 

-3 0.585 0.542 0.044 0.45 0.480 0.584 -0.104 -0.57 

-2 0.749 0.830 -0.080 -0.60 0.626 0.712 -0.086 -0.37 

-1 1.301 1.262 0.040 0.23 0.742 0.764 -0.022 -0.12 

0 5.978 5.331 0.647 2.46 1.312 1.241 0.071 0.42 

1 5.743 4.930 0.812 3.19 1.445 1.301 0.144 0.82 

2 3.700 3.026 0.674 3.19 0.707 0.647 0.061 0.40 

3 2.859 2.309 0.550 2.88 0.454 0.473 -0.020 -0.16 

4 2.251 2.079 0.172 0.98 0.267 0.445 -0.178 -1.41 

5 1.934 1.826 0.108 0.62 0.253 0.403 -0.150 -1.08 

6-10 1.416 1.366 0.050 0.41 0.229 0.236 -0.007 -0.04 

11-20 0.868 0.826 0.042 0.45 0.143 0.156 -0.013 -0.09 

1-20 1.607 1.444 0.163 2.59 0.298 0.298 -0.000 -0.00 

2-20 1.381 1.253 0.127 2.28 0.237 0.248 -0.011 -0.08 

 Panel A. 5% Upper Limit Panel B. -5% Lower Limit 

Window High Low Diff t High Low Diff t 

-5 0.149 0.012 0.137 1.58 0.336 0.157 0.178 1.99 

-4 0.178 0.050 0.127 1.39 0.376 0.411 -0.035 -0.41 

-3 0.276 0.169 0.107 1.08 0.250 0.385 -0.135 -1.27 

-2 0.460 0.199 0.261 1.99 0.360 0.263 0.097 1.04 

-1 0.365 0.243 0.123 1.28 0.324 0.373 -0.048 -0.66 

0 1.049 0.882 0.167 1.13 0.635 0.540 0.035 0.10 

1 1.019 0.871 0.148 0.92 0.520 0.533 -0.014 -0.13 

2 0.695 0.800 -0.105 -0.72 0.330 0.390 -0.060 -0.68 

3 0.719 0.705 0.014 0.09 0.259 0.340 -0.081 -0.99 

4 0.632 0.553 0.080 0.50 0.109 0.193 -0.084 -0.84 

5 0.715 0.350 0.365 2.01 0.052 0.161 -0.110 -1.43 

6-10 0.267 0.266 0.001 0.01 0.023 -0.016 0.040 0.74 

11-20 0.199 0.123 0.075 1.07 -0.032 -0.042 0.010 0.25 

1-20 0.330 0.275 0.054 0.73 0.047 0.052 -0.006 -0.13 

2-20 0.298 0.249 0.049 0.67 0.021 0.026 -0.005 -0.12 
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Table 7. Length of the Ranking 
This table reports the regression results on how the length of the ranking affects the effect of ranking for 

the 10% limit stocks. Specifically, we run the following regression  

𝐴𝑏𝑛𝑋𝑖,𝑡+1 = 𝛼𝑡 + 𝛽1𝑅𝑎𝑛𝑘𝑖,𝑡 ∗ 𝐷𝑁𝑡≤10 + 𝛽2𝑅𝑎𝑛𝑘𝑖,𝑡 ∗ 𝐷10<𝑁𝑡≤20 + 𝛽3𝑅𝑎𝑛𝑘𝑖,𝑡 ∗ 𝐷20<𝑁𝑡≤40 + 𝛽4𝑅𝑎𝑛𝑘𝑖,𝑡

∗ 𝐷𝑁𝑡>40 + 𝛾𝑆𝑖𝑧𝑒𝑖,𝑡−1 + 𝜀𝑖,𝑡, 

where 𝐴𝑏𝑛𝑋𝑖,𝑡+1  is the abnormal change of variable X for stock i on day t+1. 𝛼𝑡  is day fixed effects. 

𝑅𝑎𝑛𝑘𝑖,𝑡 is the percentile rank of stock i’s limit hitting return on day t. Stocks with higher returns have higher 

Rank values. 𝐷𝑁𝑡≤10, 𝐷10<𝑁𝑡≤20, 𝐷20<𝑁𝑡≤40, and 𝐷𝑁𝑡>40 are four dummy variables indicating days when 

the number of limit hitting stocks (𝑁𝑡) is within a specified range. 𝑆𝑖𝑧𝑒𝑖,𝑡−1is the natural logarithm of firm 

i’s market capitalization one day before it hits the limit. We analyze five different variables: investor 

attention, return, volume, liquidity, and volatility. Abnormal return is return adjusted by size-decile 

portfolios. Abnormal attention, abnormal turnover, abnormal turnover, abnormal spread, and abnormal 

volatility are calculated as the percentage change between the raw values and the average in the period 

between t-125 to t-21. Attention is the number of viewers from hexun.com. Turnover is defined as the daily 

shares traded divided by a stock’s number of tradable shares. Spread is defined as the bid-ask spread divided 

by the midpoint. Variance is defined as RV𝑖
𝑡 ≝ ∑ [𝑝𝑗

𝑖 − 𝑝𝑗−1
𝑖 ]2𝑛

𝑖=1 , where 𝑝𝑗
𝑖  denotes the logarithmic price 

of stock i at the end of the jth 10-minute interval in day t. For attention, the sample period is from July 10, 

2009, to March 31, 2012. For return and turnover, it is from December 16, 1996, to March 31, 2015. For 

spread and volatility, it is from January 1, 2000, to October 30, 2014.  

  

Abnormal 

Attention 

Abnormal 

Return 

Abnormal 

Turnover 

Abnormal 

Spread 

Abnormal 

Volatility 

Size -0.359** -0.221*** -0.040 0.013*** -0.056 

 (-2.39) (-5.85) (-1.17) (5.88) (-1.08) 

Rank*(N≤10) 1.097** 0.480*** 0.190 -0.014 0.056 

 (2.00) (2.82) (1.14) (-1.34) (0.39) 

Rank*(10<N≤20) 1.487*** 0.810*** 0.488*** -0.006 0.437*** 

 (3.09) (5.68) (3.48) (-0.71) (3.68) 

Rank*(20<N≤40) 1.373** 0.956*** 0.397*** -0.012* 0.546*** 

 (2.06) (7.45) (3.61) (-1.69) (4.56) 

Rank*(N>40) 1.922* 0.909*** 0.362*** -0.011 0.301*** 

 (1.68) (6.11) (3.58) (-1.49) (2.78) 

Day FEs Yes Yes Yes Yes Yes 

adj-R2 0.342 0.108 0.343 0.297 0.306 

N 2521 51123 45981 36286 37161 
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Table 8. Attention-Driven Trading 
This table reports investor trading behavior on the 10% limit stocks around the price limit events. For each 

day with at least five price limit stocks, we rank them based on their absolute daily returns, The High group 

includes the ones in the first half of the list (with higher absolute returns) and the Low group includes others. 

Trades are grouped into small trades, medium trades, and large trades. Small trades are the trades with 

values equal to or lower than 20,000RMB, medium trades are the trades with values equal to or lower than 

100,000RMB, and large trades are the trades with values larger than 100,000RMB. Trade imbalance is 

calculated as the value of buyer-initiated trades minus the value of seller-initiated trades divided by the total 

value of trades. We report its abnormal level calculated as 𝐴𝑏𝑛𝑋𝑖,𝑡−𝑗 = 𝑋𝑖,𝑡−𝑗 − 1/𝑁𝑖,𝑡 ∑ 𝑋𝑖,𝑡−𝑗
−21
𝑗=−125 . The 

sample period is from January 1, 2000, to October 30, 2014.  
 Panel A. Small Trades Panel B. Medium Trades Panel C. Large Trades 

Window High Low Diff t High Low Diff t High Low Diff t 

-5 -0.313 -0.453 0.141 0.70 0.621 0.573 0.047 0.20 0.720 0.883 -0.163 

-

0.39 

-4 -0.846 -0.931 0.085 0.40 0.528 0.802 -0.274 

-

1.14 1.619 1.708 -0.089 

-

0.21 

-3 -1.196 -1.000 -0.196 -0.85 0.691 0.390 0.301 1.21 1.931 2.032 -0.101 

-

0.97 

-2 -1.781 -2.008 0.227 0.93 -0.109 0.049 -0.157 

-

0.60 1.665 1.682 -0.017 

-

0.51 

-1 -3.831 -3.861 0.030 0.098 -0.490 -0.230 -0.260 

-

0.93 2.808 2.892 0.016 0.52 

0 -34.811 -34.757 -0.054 -0.12 -19.145 -19.109 -0.036 

-

0.09 4.415 4.329 0.086 0.46 

1 3.572 2.531 1.041 3.43 6.380 5.726 0.654 2.75 6.053 5.905 0.148 0.59 

2 -1.078 -1.584 0.506 2.32 1.462 1.546 -0.084 

-

0.42 1.670 2.366 -0.697 

-

2.40 

3 0.171 0.235 -0.065 -0.33 2.163 2.126 0.036 0.20 1.304 1.849 -0.545 

-

1.70 

4 0.241 0.345 -0.104 -0.56 1.849 1.941 -0.093 

-

0.51 0.600 1.299 -0.700 

-

2.22 

5 0.115 0.062 0.052 0.29 1.166 1.270 -0.103 

-

0.54 -0.128 -0.206 0.078 0.24 

6-10 0.739 0.725 0.014 0.14 1.710 1.714 -0.004 

-

0.04 0.928 0.965 -0.037 

-

0.20 

11-20 0.918 1.029 -0.111 -1.35 1.262 1.421 -0.160 

-

1.83 0.137 0.069 0.067 0.42 

1-20 0.792 0.775 0.018 0.25 1.708 1.782 -0.074 

-

1.04 0.783 0.894 -0.111 

-

0.89 

2-20 0.642 0.678 -0.035 -0.50 1.458 1.566 -0.108 

-

1.49 0.478 0.604 -0.127 

-

0.98 

 

 

  



40 

 

Table 9. Price Efficiency 
This table reports the analysis on price efficiency for the 10% limit stocks. For each day with at least five 

price limit stocks, we rank them based on their absolute daily returns. The High group includes the ones in 

the first half of the list (with higher absolute returns) and the Low group includes others. We measure price 

efficiency by variance ratio. Variance ratio is defined as the absolute value of one minus the variance of 10-

minute log returns divided by two times the variance of 5-minute log returns. Log returns are calculated 

based on the midpoint of the bid and ask. Abnormal variance ratio is calculated as the percentage change in 

the variance ratio relative to a stock’s average variance ratio from t-125 to t-21. For abnormal variance ratio, 

we first calculate the mean for High and Low separately at each day and also their difference, High-Low, 

and then calculate the time series means and the t-values for High-Low. The sample period is from January 

1, 2000, to October 30, 2014. 

 Price Efficiency 

Window High Low Diff t 

-5 -0.008 0.001 -0.009 -1.13 

-4 -0.007 -0.008 0.002 0.20 

-3 -0.013 0.002 -0.010 -1.34 

-2 -0.002 0.005 -0.007 -0.88 

-1 0.032 0.027 0.005 0.58 

0 -0.069 -0.062 -0.007 -0.88 

1 0.213 0.193 0.019 2.63 

2 0.140 0.116 0.024 3.36 

3 0.045 0.043 0.002 0.31 

4 0.021 0.013 0.008 1.16 

5 0.016 0.018 -0.001 -0.26 

6-10 -0.007 -0.012 0.004 1.25 

11-20 -0.017 -0.017 -0.000 -0.07 

1-20 0.013 0.009 0.004 1.96 

2-20 0.002 -0.001 0.003 1.53 
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Table 10. Robustness: A Placebo Test 
This table reports the placebo test results for the 10% price limit events. Between May 21, 1992, and 

December 15, 1996 (both inclusive), there was no limit for daily stock returns. We construct hypothetical 

price limit events based on the real returns of stocks by applying the price limit rule that is only effective 

after this period. We repeat the same analysis as we do for the real price limit events to these hypothetical 

price limit events. For the construction of the hypothetical limit, please see subsection 5.5.1. For the 

definition of High and Low, abnormal returns and abnormal turnover, please see Table 2. Due to the 

unavailability of the attention data from hexun.com and the unavailability of intraday data in this sample 

period, we focus on returns and turnover. Panel A reports the results on returns (size-decile adjusted) and 

Panel B reports the results on turnover (adjusted based on equation (2)).  

 Panel A. Abnormal Returns Panel B. Abnormal Turnover 

Window High Low Diff t High Low Diff t 

-5 0.052 0.240 -0.189 -1.52 2.250 2.256 -0.006 -0.06 

-4 0.192 0.245 -0.073 -0.51 2.450 2.465 -0.014 -0.13 

-3 0.237 0.352 -0.116 -0.77 2.717 2.605 0.112 1.00 

-2 0.142 0.346 -0.204 -1.49 2.704 2.853 -0.149 -1.10 

-1 1.146 1.076 0.070 0.43 3.720 3.645 0.075 0.44 

0 10.936 10.788 0.149 0.66 8.061 8.129 -0.068 -0.21 

1 -0.341 -0.381 0.040 0.22 7.176 7.206 -0.030 -0.09 

2 -0.513 -0.498 -0.016 -0.10 4.948 4.939 0.010 0.05 

3 -0.005 -0.258 0.253 1.62 4.417 4.328 0.089 0.47 

4 -0.108 -0.111 0.003 0.02 3.958 4.026 -0.068 -0.38 

5 -0.260 -0.201 -0.059 -0.46 3.631 3.682 -0.050 -0.31 

6-10 -0.701 -0.466 -0.235 -0.76 3.150 3.251 -0.101 -0.59 

11-20 -0.743 -0.912 0.169 0.45 2.928 2.995 -0.067 -0.40 

1-20 -2.672 -2.826 0.154 0.27 3.460 3.520 -0.061 -0.38 

2-20 -2.331 -2.445 0.114 0.20 3.263 3.326 -0.063 -0.40 
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Table 11. Robustness: Excluding Low Priced Stocks 
This table reports the results on the 10% limit stocks after we exclude stocks priced lower than 5RMB. 

Other than this, this table is the same as Table 2.  

 Panel A. Abnormal Returns Panel B. Abnormal Turnover 

Window High Low Diff t High Low Diff t 

-5 0.210 0.252 -0.042 -0.94 1.509 1.521 -0.011 -0.52 

-4 0.428 0.462 -0.034 -0.73 1.566 1.579 -0.013 -0.55 

-3 0.594 0.638 -0.045 -0.89 1.669 1.654 0.015 0.57 

-2 0.747 0.783 -0.035 -0.69 1.777 1.780 -0.004 -0.13 

-1 1.643 1.608 0.035 0.57 2.018 2.043 -0.025 -0.77 

0 9.205 9.172 0.033 5.52 3.955 3.928 0.027 0.58 

1 1.901 1.592 0.309 4.95 4.883 4.732 0.151 2.77 

2 0.131 0.162 -0.031 -0.55 3.559 3.463 0.096 2.23 

3 0.041 0.032 0.010 0.18 3.118 3.030 0.088 2.16 

4 -0.082 -0.099 0.017 0.34 2.865 2.744 0.120 3.20 

5 -0.362 -0.315 -0.047 -0.99 2.627 2.508 0.119 3.38 

6-10 -0.444 -0.195 -0.250 -2.49 2.312 2.252 0.061 2.13 

11-20 -0.732 -0.621 -0.111 -0.83 1.942 1.870 0.072 3.23 

1-20 0.451 0.554 -0.103 -0.47 2.403 2.322 0.081 3.18 

2-20 -1.446 -1.035 -0.411 -2.02 2.723 2.195 0.078 3.11 

 Panel C. Abnormal Spread Panel D. Abnormal Volatility 

Window High Low Diff t High Low Diff t 

-5 -0.027 -0.033 0.005 1.29 0.392 0.399 -0.007 -0.26 

-4 -0.033 -0.034 0.000 0.11 0.469 0.471 -0.002 -0.06 

-3 -0.034 -0.037 0.002 0.58 0.598 0.568 0.031 0.98 

-2 -0.031 -0.027 -0.004 -0.88 0.780 0.815 -0.036 -0.99 

-1 -0.019 -0.022 0.003 0.63 1.294 1.264 0.030 0.63 

0 0.053 0.050 0.003 0.35 3.492 3.475 0.017 0.33 

1 -0.106 -0.097 -0.009 -2.45 2.723 2.508 0.215 4.22 

2 -0.099 -0.098 -0.001 -0.18 1.722 1.615 0.107 2.68 

3 -0.109 -0.103 -0.006 -1.68 1.325 1.225 0.100 2.84 

4 -0.115 -0.108 -0.006 -1.71 1.116 1.048 0.068 2.14 

5 -0.116 -0.110 -0.006 -1.62 0.947 0.881 0.065 2.15 

6-10 -0.120 -0.116 -0.004 -1.34 0.703 0.697 0.006 0.31 

11-20 -0.126 -0.121 -0.005 -1.80 0.478 0.442 0.035 2.37 

1-20 -0.121 -0.115 -0.005 -1.89 0.818 0.773 0.045 2.74 

2-20 -0.121 -0.116 -0.005 -1.87 0.711 0.676 0.035 2.17 
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Table 12. Robustness: Excluding Consecutive Limit Hitting Stocks 
This table reports the results on the 10% limit stocks after we exclude stocks that also hit the 10% limit on 

day t-1. Other than this, this table is the same as Table 2.  

 Panel A. Abnormal Returns Panel B. Abnormal Turnover 

Window High Low Diff t High Low Diff t 

-5 0.066 0.112 -0.046 -1.01 1.493 1.502 -0.009 -0.41 

-4 0.239 0.274 -0.035 -1.04 1.542 1.547 -0.006 -0.26 

-3 0.362 0.303 0.059 1.33 1.627 1.614 0.013 0.55 

-2 0.294 0.330 -0.036 -0.85 1.719 1.722 -0.002 -0.09 

-1 0.583 0.556 0.026 0.70 1.838 1.847 -0.009 -0.34 

0 9.193 9.143 0.050 8.60 3.838 3.877 -0.039 -0.93 

1 1.840 1.456 0.384 6.51 4.889 4.680 0.209 4.07 

2 -0.044 -0.013 -0.031 -0.59 3.465 3.310 0.155 3.84 

3 -0.010 -0.029 0.019 0.38 2.995 2.862 0.133 3.52 

4 -0.130 -0.084 -0.046 -0.99 2.735 2.590 0.145 4.22 

5 -0.437 -0.326 -0.111 -2.52 2.507 2.366 0.141 4.44 

6-10 -0.522 -0.199 -0.322 -3.41 2.209 2.142 0.067 2.54 

11-20 -0.713 -0.650 -0.063 -0.50 1.879 1.821 0.058 2.74 

1-20 -0.015 0.154 -0.169 -0.83 2.322 2.236 0.086 3.66 

2-20 -1.853 -1.300 -0.553 -2.93 2.187 2.107 0.080 3.47 

 Panel C. Abnormal Spread Panel D. Abnormal Volatility 

Window High Low Diff t High Low Diff t 

-5 -0.011 -0.014 0.003 0.92 0.324 0.341 -0.017 -0.75 

-4 -0.014 -0.019 0.005 1.35 0.393 0.397 -0.004 -0.15 

-3 -0.020 -0.019 -0.001 -0.27 0.440 0.421 0.019 0.73 

-2 -0.015 -0.016 0.001 0.28 0.523 0.583 -0.061 -2.07 

-1 -0.020 -0.022 0.002 0.41 0.754 0.789 -0.035 -0.99 

0 0.060 0.057 0.003 0.39 3.400 3.362 0.038 0.95 

1 -0.106 -0.099 -0.007 -1.90 2.638 2.297 0.341 7.36 

2 -0.091 -0.087 -0.004 -1.01 1.615 1.458 0.157 4.35 

3 -0.099 -0.092 -0.007 -2.09 1.198 1.073 0.125 4.05 

4 -0.103 -0.096 -0.008 -2.36 0.996 0.935 0.061 2.14 

5 -0.102 -0.094 -0.008 -2.39 0.858 0.777 0.081 3.05 

6-10 -0.103 -0.100 -0.003 -1.18 0.624 0.623 0.001 0.04 

11-20 -0.105 -0.102 -0.004 -1.30 0.424 0.401 0.023 1.70 

1-20 -0.104 -0.099 -0.004 -1.71 0.747 0.693 0.054 3.65 

2-20 -0.104 -0.099 -0.004 -1.67 0.641 0.605 0.036 2.49 
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 Code Name Return% Current 

Price 

Price 

Change 

Bid Ask 

 

Figure 1. Illustration of a Stock Ranking 

This figure is a screenshot from a popular trading software package. Stocks are sorted based on their daily 

returns, as indicated by the red arrow. The translations of the column titles are shown above the screenshot. 

On the software page, there are other data columns such as total volume, intraday high, intraday low, 

previous close price, firm industry, and firm location, shown to the left of the few items in Figure 1. For the 

sake of space, we do not show them on the screenshot.   
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Figure 2. 10% Upper Limit Stocks 

This figure plots the differences between the High and Low groups for the 10% upper limit stocks, from t-

5 to t+20 where t is the day the stocks hit the limit. The four panels report results on the cumulative 

abnormal returns (cumulative from t-5), abnormal volume, abnormal spread, and abnormal volatility, 

respectively. The solid lines are the means and the dotted lines are the 95% confidence intervals. In Panel 

A, we also plot the cumulative abnormal returns from t to t+20 (the dashed line). The x-axis is the event 

day: day 0 is the day the stocks hit the 10% limit. Abnormal returns are the raw returns adjusted by size-

decile portfolio returns. Abnormal turnover, abnormal spread, and abnormal volatility are calculated as 

percentage change relative to the average in the period from t-125 to t-21, following equation (2) in the 

paper.  
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