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Consolidation

Group
Stock Market Index Announcement Implement

NYSE-EURONEXT Amsterdam Stock Exchange (Netherland)

Brussels Stock Exchange (Belgium)

Paris Stock Exchange (France)

Lisbon Stock Exchange (Portugal)

NYSE (USA)

September 2000 

September 2000 

September 2000 

February 2002 

June 2006

November 2003 

November 2003 

November 2003 

November 2003 

April 2007

Consolidation

Group
Stock Market Index Announcement Implement

NASDAQ- OMX Stockholm Stock Exchange (Sweden)

Helsinki Stock Exchange (Finland)

Estonia Stock Exchange (Estonia)

Copenhagen Stock Exchange (Denmark)

Iceland Stock Exchange (Iceland)

NASDAQ (USA)

May 2003 

May 2003 

May 2003 

November 2004 

September 2006 

May 2007

September 2004 

September 2004 

September 2004 

February 2005 

April 2007 

February 2008

NASDAQ-OMX

NYSE-EURONEXT

US consolidations



Consolidation

Group
Stock Market Index Announcement Implement

LSE-BI London Stock Exchange (UK)

Italian Stock Exchange (Italy)

June 2007

June 2007

October 2007

October 2007

CEESEG Budapest Stock Exchange (Hungary)

Ljubljana Stock Exchange (Slovenia)

Prague Stock Exchange (Czech Republic)

Vienna Stock Exchange (Austria)

November 2008

November 2008

November 2008

November 2008

January 2010

January 2010

January 2010

January 2010

MILA Lima Stock Exchange (Peru)

Colombia Stock Exchange (Colombia)

Chile Stock Exchange (Chile)

Mexican Stock Exchange (Mexico)

September 2009

September 2009

September 2009

July 2014

May 2011

May 2011

May 2011

December 2014

ATL Bursa Malaysia (Malaysia)

Singapore Exchange (Singapore)

Stock Exchange of Thailand (Thailand)

April 2011

April 2011

April 2011

September 2012

September 2012

October 2012

Non-US consolidations



Category Independent 

Variables

Details Expected 

Sign

Dependent 

Variable

HB HB= US HB toward 22 destination countries

Dummy 

Consolidations

ANNOUNCE Stock market consolidation announcement period (= 1 from the

announcement date to the implement date and 0 otherwise)
-

IMPLEMENT Stock market consolidation implement period (= 1 from the

implement date onward and 0 otherwise)
-

Financial Crises CRISISUS US global financial crisis (= 1 during the period 2007 to 2009 and 0

otherwise)
-

CRISISEU European debt crisis (= 1 during the period 2009 to 2011 and 0

otherwise)
+

Direct Cost of 

investment

WT Withholding tax of dividend in destination countries +
CO Chinn-Ito capital account openness index -

Indirect Cost of 

investment

BILAT Bilateral import and export between US and each destination country

over US total import and export with all partner country
-

INT Share of internet user in destination country’s population
-

DIST Distance from capital to capital +



Category Independent 

Variables

Details Expected 

Sign

Incentive of 

Investment

EXVOL Standard Deviation of monthly exchange rate. Exchange rate is

expressed in terms of local currency per USD
+

DIVER 1-correlation between US and destination country monthly MSCI

return
-

RAR average monthly returns over the standard deviation of returns

in the previous year of destination country
-

ML stock traded per GDP of destination country -

Size MCAP Market capitalization/ World market capitalization -

GROWTH Growth in the GDP per capita of the destination country -

Governance GOV World governance indicators (WGI) index normalize 0-1 -



• 𝐇𝐁𝐢𝐣 = 𝟏 −
𝐀𝐂𝐓𝐢𝐣

𝐎𝐏𝐓𝐢𝐣

• 𝑨𝒄𝒕𝒖𝒂𝒍 =
𝐅𝐨𝐫𝐞𝐢𝐠𝐧 𝐞𝐪𝐮𝐢𝐭𝐲 𝐚𝐬𝐬𝐞𝐭

𝐅𝐨𝐫𝐞𝐢𝐠𝐧 𝐞𝐪𝐮𝐢𝐭𝐲 𝐚𝐬𝐬𝐞𝐭+𝐃𝐨𝐦𝐞𝐬𝐭𝐢𝐜 𝐦𝐚𝐫𝐤𝐞𝐭 𝐜𝐚𝐩𝐢𝐭𝐚𝐥𝐢𝐳𝐚𝐭𝐢𝐨𝐧− 𝐅𝐨𝐫𝐞𝐢𝐠𝐧 𝐞𝐪𝐮𝐢𝐭𝐲 𝐥𝐢𝐚𝐛𝐢𝐥𝐢𝐭𝐲

• 𝐈𝐂𝐀𝐏𝐌 𝐎𝐩𝐭𝐢𝐦𝐚𝐥 𝐖𝐞𝐢𝐠𝐡𝐭 =
𝐌𝐚𝐫𝐤𝐞𝐭 𝐂𝐚𝐩𝐢𝐭𝐚𝐥𝐢𝐳𝐚𝐭𝐢𝐨𝐧 𝐨𝐟 𝐝𝐞𝐬𝐭𝐢𝐧𝐚𝐭𝐢𝐨𝐧 𝐜𝐨𝐮𝐧𝐭𝐫𝐢𝐞𝐬

𝐖𝐨𝐫𝐥𝐝𝐌𝐚𝐫𝐤𝐞𝐭 𝐂𝐚𝐩𝐢𝐭𝐚𝐥𝐢𝐳𝐚𝐭𝐢𝐨𝐧
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⊹ 𝐇𝐁𝒊,𝒕 = 𝜶𝒊,𝒕 + 𝜷𝟏𝑨𝑵𝑵𝑶𝑼𝑵𝑪𝑬𝒊,𝒕 + 𝜷𝟐𝑰𝑴𝑷𝑳𝑬𝑴𝑬𝑵𝑻𝒊,𝒕 + 𝜷𝟑𝑪𝑹𝑰𝑺𝑰𝑺𝑼𝑺𝒊,𝒕 +

𝜷𝟒𝑪𝑹𝑰𝑺𝑰𝑺𝑬𝑼𝒊,𝒕 + 𝜷𝟓𝑾𝑻𝒊,𝒕−𝟏 +𝜷𝟔 𝑪𝑶𝒊,𝒕−𝟏 + 𝜷𝟕𝑩𝑰𝑳𝑨𝑻𝒊,𝒕−𝟏 + 𝜷𝟖𝑰𝑵𝑻𝒊,𝒕−𝟏 + 𝜷𝟗𝑫𝑰𝑺𝑻𝒊,𝒕−𝟏 +

𝜷𝟏𝟎𝑬𝑿𝑽𝑶𝑳𝒊,𝒕−𝟏+𝜷𝟏𝟏𝑫𝑰𝑽𝑬𝑹𝒊,𝒕−𝟏 + 𝜷𝟏𝟐𝑹𝑨𝑹𝒊,𝒕−𝟏 + 𝜷𝟏𝟑𝑴𝑳𝒊,𝒕−𝟏 +

𝜷𝟏𝟒𝑴𝑪𝑨𝑷𝒊,𝒕−𝟏𝜷𝟏𝟓𝑮𝑹𝑶𝑾𝑻𝑯𝒊,𝒕−𝟏 + 𝜷𝟏𝟔𝑮𝑶𝑽𝒊,𝒕−𝟏 +𝜺𝒊.𝒕
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US Consolidations

-0.05

-0.03

-0.05

-0.10

-0.12

-0.10

-0.08

-0.06

-0.04

-0.02

0.00

NASDAQ-OMX NYSE-EURONEXT

Change in mean US HB from Pre-Announce Period

Change announce mean US HB Change implement mean US HB



Non-US Consolidations
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NYSE-EURONEXT

Dependent Variable = HB_ICAPM

ANNOUNCE 0.008

(-0.02)

IMPLEMENT -0.042

(-0.03)

CRISISUS 0.044

(-0.03)

CRISISEU 0.043

(-0.04)

CO 0.133

(-0.13)

BILAT -4.294

(-3.13)

INT -0.312** 

(-0.11)

DIST -0.600***

(-0.08)

EXVOL 0.995** 

(-0.38)

DIVER 0.073

(-0.08)

RAR 0.011

(-0.02)

ML -0.037

(-0.02)

MCAP -1.783

(-1.26)

GROWTH 0.105** 

(-0.04)

GOV -1.192***

(-0.12)

CONSTANT 7.125***

(-0.80)

Obs 64

R-Square 0.91

Cluster Country Yes

NASDAQ-OMX
Dependent Variable = HB_ICAPM

ANNOUNCE -0.091

(-0.09)

IMPLEMENT -0.067

(-0.13)

CRISISUS 0.027

(-0.10)

CRISISEU -0.018

(-0.03)

CO 0.443** 

(-0.17)

BILAT 33.021

(-27.87)

INT 0.162

(-0.11)

DIST -1.178***

(-0.24)

EXVOL 0.006***

(0.00)

DIVER -0.049

(-0.05)

RAR -0.013

(-0.04)

ML -0.018

(-0.03)

MCAP -12.031

(-20.43)

GROWTH -0.017

(-0.10)

GOV -1.103***

(-0.18)

CONSTANT 11.596***

(-1.97)

Obs 80

R-Square 0.78

Cluster Country Yes

Non-US Consolidations

Dependent Variable = HB_ICAPM

ANNOUNCE 0.040** 

(-0.01)

IMPLEMENT 0.027*  

(-0.01)

CRISISUS 0.006

(-0.02)

CRISISEU 0.021** 

(-0.01)

WT 0.502***

(-0.13)

CO -0.056

(-0.07)

BILAT -1.314***

(-0.40)

INT -0.144

(-0.12)

DIST 0.046

(-0.03)

EXVOL 0.000

(0.00)

DIVER 0.124***

(-0.03)

RAR -0.014

(-0.01)

ML -0.031

(-0.02)

MCAP -1.716

(-0.94)

GROWTH 0.069

(-0.08)

GOV 0.032

(-0.04)

CONSTANT 0.438

(-0.26)

Obs 208

R-square 0.71

Cluster Group Yes

US Consolidations



 The results are not significant for both NYSE-EURONEXT and NASDAQ-OMX 

despite US taking parts in both consolidation groups.

 US investors invest even less in the non-US consolidation groups following 

stock market consolidations. 

 Direct and indirect cost of investment, exchange rate volatility and governance 

play important roles in determining US investors equity home bias.

The stock market consolidation does not
significantly affect the US equity home bias
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Thank you for your attention 


