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A Study on the Lottery Stock Trading Behavior of Institutional
Investors and the Stock Price Synchronicity

HU Caihong
(School of Finance Jiangxi Normal University Nanchang Jiangxi 330022 China)

Abstract: Based on the lottery features ( a low share price high idiosyncratic volatility and high idiosyncratic
skewness stock) proposed by Kumar(2009) this paper made an empirical analysis of the institutional investors’
betting preferences and the impact on the stock price synchronicity by using a large database of A — shares capital
market of 2010 —2012. The result shows that institutional investors have significant preference for stocks which have
lottery features and their lottery preference induces stock price synchronicity. From the perspective of lottery prefer—
ences this conclusion provides new evidence that the stock price synchronicity exists due to bounded rationality of
institutional investors.
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