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A Behavioural Perspective of the Interaction Effect between the
Stock Market and the Lottery Market in China

Li Gang' Li Yangzhi’

(1. School of Finance & Business, Shanghai Normal University, Shanghai;

Deng Xiao®

2. Shanghai Branch, Industrial Bank, Shanghai;

3. School of Finance & Business, Shanghai Normal University, Shanghai)

Abstract;Based on the literature and theory on the interaction effects of the interaction between
stock and lottery markets the authors adopted a quantitative approach and established a structural
simultaneous equation model using the stock turnover per capita and the lottery sales per capita as
variables. To further study the relationship between the stock market and the various types of lottery
tickets, the authors divided the lottery tickets into sports lottery tickets and welfare lottery tickets
according to the issuers. Moreover, according to the features of each lottery, lottery tickets are
classified into toto, non-toto ( all lottery tickets excluding toto) , and other sports lottery tickets
('sports lottery tickets excluding toto). Based on the empirical analysis, the authors discovered that
for the impact of stocks on lottery tickets, stocks had a positive impact on all lottery tickets except
for toto, but a negative impact on toto. On the other hand, while toto had a negative impact on the
stock market, other types of lottery had a significant positive impact on the stock market. Regard-
ing the degree of impact, the impact of the stock market on lottery was greater than the impact of
lottery on stocks. Based on the research results, the authors proposed recommendations to improve
the stock market mechanism, strengthen education for investors, introduce different types of lottery,
and promote the inverse relationship between stocks and toto.

Key words :behavioral finance; stock market; lottery market; interaction effect; toto
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