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Impact of Regulation Fair Disclosure on Information

Asymmetry of Stock Market
LIU Shaobo, WANG Tao
(Institute of Finance, Jinan University, 510632)

Abstract: This article studies the impact of Regulation Fair Disclosure (RFD) on information
asymmetry of the stock market, taking constituent stocks in Shenzhen Securities Exchange as a
sample. It calculates the adverse selection cost, regresses it with liquidity indicators such as the
closing price and turnover rate, and takes into account the effect of the earnings announcement,
the weekend effect. Results show that the implementation of RFD significantly reduces the
adverse selection cost, indicating that the regulation is conducive to the reduction of asymmetric
information of stock market. Meanwhile, the empirical results also show that:1) there is more
informed trading during the pre earnings announcement period compared to non-announcement
period, there is more informed trading during the post earnings announcement period compared to
non— announcement period; 2) in the pre RFD period, there is either no change or a decline in
informed trading during the post earnings announcement period compared to non-announcement
period, which support the conclusion furthermore. Based on the above findings, this article
proposes some policy suggestions to improve the RFD.

Keywords: Regulation Fair Disclosure, Selected Disclosure, Information Asymmetry, Cost of

Adverse Selection, Stock Market
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