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Abstract: We investigate the effects of market fragmentation and information flows in the case of stocks
cross-listed on markets in Central Europe and London. First, we test for co-movement, interaction and error
correction behavior between the local and London markets. Our results suggest that strong interactions
exist between these markets, with the London market being slightly more important than the local one.
The two prices of cross-listed stocks are cointegrated and pricing errors are corrected over a few days.
These interactions suggest partial fragmentation. Second, we extend an earlier model to examine the impact
of foreign listing on the variance of local returns. The focus of previous studies has concentrated almost
exclusively on the return of cross-listed securities. The variance of returns has remained mostly unnoticed,
even though some studies noted an increase of variance after the cross-listing. In our model, we introduce a
new factor that influences return variance: tighter interaction with foreign markets as a consequence of
cross-listing. Estimation results lend support to our model.

Abstrakt: Zkoumame dopady fragmentace trhii a informacnich tokli v pfipad¢ akcii dudlné
obchodovanych na trzich ve stfedni Evrope€ a v Londyné. V prvni ¢asti ¢lanku testujeme, do jaké miry se
ceny na lokalnim a londynském trhu pohybuji spole¢n¢, zda jsou integrované, popiipadé zda existuje
mechanismus napravovani chyb. NasSe vysledky ukazuji, Ze mezi témito trhy existuji silné interakce a ze
ocenéni jsou napraveny v prubéhu nékolika dni. Tyto interakce naznacuji ¢asteCnou fragmentaci trhli. Ve
druhé ¢asti jsme rozsifili diivéjsi model, abychom mohli zkoumat dopad dualniho obchodovani akcii na
variabilitu jejich domacich cen. Pfedchozi studie se totiz zaméfovaly témeéf vyluéné na vynos dualné
obchodovanych akcii, zatimco variabilita vynost zistavala vétSinou nepovsimnuta, i kdyz nékteré studie
upozornily na vyssi variabilitu na domacim trhu po zavedeni dualniho obchodovani. V nasem modelu
zavadime novy faktor, ktery vysvétluje variabilitu vynost — té€snéjsi interakci se zahrani¢nimi trhy jako
dasledek duélniho obchodovani. Vysledky odhadii podporuji nas model.
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