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Abstract  Stock prices in the Chinese stock market are highly correlated. This implies
that firm-specific information is not fully capitalized into stock prices. This article aims at
finding out the information contents of the stock prices in the period of 1994 to 2005, paying
specific attentions to the role played by institution building in enhancing the function of firm-
specific information. Our empirical results show that with better institutions being introduced
into the market, the information contents of stock prices have indeed been improved over
time.
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