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Abstract: By restraining investors’ trading behavior and influencing investors’ trading will, the T+1 trading system affects the
price formation of securities assets. This paper theoretically analyzes the effect of the T+1 trading system on the supply and
demand of stocks at the opening of the market. We also measure the long-term discount rates induced by the T+1 trading system
from an investor’s bargaining perspective using the two-tier stochastic frontier model. The results show that: under the influence of
the T+1 trading system, the bargaining power of the stock buyers at the opening is as high as 60.03%, while the bargaining power
of the sellers is only 39.97%. The T+1 trading system leads to higher institutional costs, with an average annual discount of 11.91%
on stock overnight returns, which is an institutional cause of negative overnight returns. The research of this paper enriches the
theoretical understanding of the T+1 trading system, and also has important implications for improving market efficiency and the
trading system of China’s stock markets (enforcement of T+0).

Key words: T+1 trading system, bargaining power, overnight returns, institutional discount, T+0 trading system
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