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DISCLAIMER

This academic paper is intended for scholarly research only and is not sponsored by any entities.

The content of this paper is based on publicly available information and economic analysis, and it is not

intended to advocate, promote, incite, or condone any activities that contravene the Hong Kong National

Security Law (NSL) or any other applicable laws.

The authors have made every effort to ensure that the information presented is accurate as of the time

of writing.

By reading this paper, you acknowledge that the authors are not responsible for any actions taken based

on the information contained herein and that you understand the importance of complying with all

relevant laws and regulations of Hong Kong, S.A.R.
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KEY RESEARCH QUESTIONS

Does impairment of political speech spill over to financial speech?

• Local analysts self-censor their reports on struggling firms.

• When a firm-specific bad news hits local analysts shade up their forecasts, use vaguer language, 

and respond more slowly to earnings announcements compared to foreign analysts.

• These impacts are focused on the reports covering central SOEs.

• Markets are aware of this self-censorship and respond accordingly.

• Reactions on local buys on central SOEs are weaker.
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HONG KONG NATIONAL SECURITY LAW

• In May 2020, the National People’s Congress (NPC), China’s top legislative body, decided to 

draft a national security law for Hong Kong.

• The Law of the People’s Republic of China on Safeguarding National Security in the Hong 

Kong Special Administrative Region – called the National Security Law (NSL) – was passed 

on 30 June 2020. 

• It covers the four crimes of secession, subversion, terrorism, collusion with foreign forces. 

The maximum sentence is life in prison. The minimum sentence for active participants is set 

at three years.
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US NATIONAL SECURITY LAW
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• Under Title 18 of the U.S. Code 2383, “Whoever incites, sets on foot, assists, or engages in 

any rebellion or insurrection against the authority of the United States or the laws thereof, or 

gives aid or comfort thereto, shall be fined under this title or imprisoned not more than ten 

years, or both; and shall be incapable of holding any office under the United States.”
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KOREAN NATIONAL SECURITY LAW
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• Any person who constitutes or joins an anti-government organization, shall be punished as 

follows:

• 1. A person engaged in the function of a ringleader shall be punished by capital punishment or 

imprisonment for life;

• 2. A person engaged in the function of a leading member shall be punished by capital punishment. 

imprisonment for life or imprisonment for more than five years;

• 3. Other persons shall be punished by imprisonment for a definite term of two or more years.
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HONG KONG NATIONAL SECURITY LAW
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Reuters, July 2, 2020

Financial Times, June 30, 2020

https://www.reuters.com/article/world/no-politics-please-hk-finance-professionals-impose-self-censorship-after-securit-idUSKBN2431EE/
https://www.ft.com/content/9e7d7279-4a23-4795-a6c5-89aaef460af7


HONG KONG NATIONAL SECURITY LAW (EX-POST)
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Bloomberg, November 23, 2022

https://www.bloomberg.com/news/articles/2022-11-23/china-s-grip-on-hong-kong-means-analysts-are-censoring-more-of-their-own-work


THEN, WHAT IS SPECIAL ABOUT HK AND HK NSL?

The red lines are more blurred(blurred).
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https://www.ft.com/content/d6b09e2f-e982-4e28-a667-a7d14678daf6
https://www.bbc.com/news/av/world-asia-china-61957394
https://www.amcham.org.hk/news/2023-chief-executive-policy-address-amcham-submission


WE HYPOTHESIZE 

• The vague definitions in the NSL and little time to judge the “red line of the law,” the 

legal uncertainty might have a spillover effect on opinion providers.

• Sell-side equity analysts, who are professional opinion providers, may refrain from 

expressing their negative opinions due to economic conflicts of interest between 

their employers and the covered firms. 

 May 2025ABFER 2025: THE ECHOES OF MUTED POLITICAL SPEECH IN FINANCIAL SPEECH  10



HYPOTHESES

Hypothesis 1

Hong Kong sell-side equity analysts would exhibit self-censorship covering the major 

listed firms on HKEX after the NSL enactment, especially if the covered firms are 

Chinese central state-owned enterprises.

Hypothesis II

Markets are aware of this self-censorship and respond accordingly.
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RESEARCH DESIGN

Does the introduction of the National Security Law in Hong Kong have any impact on 

financial analysts?

Using a triple difference-in-difference approach: any differences in analyst forecast

• After the NSL (vs before)

• of the Local analysts (vs Foreign analysts)

• when the performance of the firm in that year was Bad (vs Good)

If there is a difference, we will investigate if it was larger for Central State-Owned 

Enterprises (vs the other firms).
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RESEARCH DESIGN

𝑂𝑢𝑡𝑐𝑜𝑚𝑒 𝑉𝑎𝑟𝑖𝑎𝑏𝑙𝑒𝑎,𝑠,𝑡 = 𝛼 +  𝛽 𝐴𝑓𝑡𝑒𝑟𝑡 × 𝐿𝑜𝑐𝑎𝑙𝑎 × 𝐵𝑎𝑑 𝑌𝑒𝑎𝑟𝑠,𝑦

+𝛾0 𝐴𝑓𝑡𝑒𝑟𝑡 + 𝛾1 𝐿𝑜𝑐𝑎𝑙𝑎 + 𝛾2 𝐵𝑎𝑑 𝑌𝑒𝑎𝑟𝑠,𝑦 + 𝛾3 𝐴𝑓𝑡𝑒𝑟𝑡 × 𝐿𝑜𝑐𝑎𝑙𝑎

+𝛾4 𝐴𝑓𝑡𝑒𝑟𝑡 × 𝐵𝑎𝑑 𝑌𝑒𝑎𝑟𝑠,𝑦 + 𝛾5 𝐿𝑜𝑐𝑎𝑙𝑎 × 𝐵𝑎𝑑 𝑌𝑒𝑎𝑟𝑠,𝑦 + 𝜂𝑠 + 𝜃𝑎 + 𝜏𝑞 + 𝜖𝑎,𝑠,𝑡

where,

𝐴𝑓𝑡𝑒𝑟𝑞 = 1 after the NSL enactment (June 30, 2020)

𝐿𝑜𝑐𝑎𝑙𝑎 = 1 if analyst or lead analyst is local (Chinese family name)

𝐵𝑎𝑑 𝑌𝑒𝑎𝑟𝑠,𝑦 = 1 if firm-year sales is in the lowest tercile
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HYPOTHESIS I

Does the introduction of the National Security Law in Hong Kong have any impact on 

financial analysts’ earnings forecasts, use of words (vagueness), and timeliness of 

the reports?

• EPS forecast error ↑

• Vagueness of language in reports ↑

• Delay in report ↑

• Results of (1), (2), and (3) are stronger for central SOEs due to their closer 

connotation with National Security
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RESULTS
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RESULTS
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RESULTS
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HYPOTHESIS II

If the market understands that local analysts self-censor in their reports, stock 

prices may react less to the positive signals sent from local analysts.

The market reacts much less to the buy and neutral recommendations of local analysts 

after the NSL, especially for central SOEs.
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RESULTS

 May 2025ABFER 2025: THE ECHOES OF MUTED POLITICAL SPEECH IN FINANCIAL SPEECH  21



HK SPECIFIC? (EU)
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HK SPECIFIC? (US)
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A JPMorgan Chase & Co. strategist whom Jamie Dimon has 

lauded as “one of our firm’s great thinkers” is taking an 

unusual approach to highlight fears on Wall Street over 

speaking out against the Trump administration.



CONCLUSION

 24

• Local sell-side analysts, particularly when covering Chinese central SOEs, self-censor their reports 

after the NSL.

• Self-censorship manifested in earnings forecasts, language, and responses to earnings after a bad 

performance year.

• The market’s reaction to local analyst reports has a decreased sensitivity to buy and neutral 

recommendations.

• Impairment of political speech spills over to financial speech, implying an inefficiency in information 

flows.
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THANK YOU!!
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DATA

• Analyst reports: Refinitiv Workspace (formerly Thomson One) After Market 

Research

• Financial data: Refinitiv Workspace (formerly Thomson One) Datastream

• All English analyst reports on 40 stocks that are consecutively on the Hang Seng 

Index list from 2018 to 2022 (2.5 years before and after of NSL)

• 8,909 unique analyst reports with 384 unique analysts (excl. small brokers with less 

than 100 reports in the sample period, no EPS forecasts)
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VARIABLE CONSTRUCTION

• EPS forecast errors:

𝐹𝑜𝑟𝑒𝑐𝑎𝑠𝑡𝐸𝑟𝑟𝑜𝑟𝑠𝑎,𝑠,𝑡 = (𝐹𝑜𝑟𝑒𝑐𝑎𝑠𝑡 𝐸𝑃𝑆𝑎,𝑠,𝑡 − 𝐴𝑐𝑡𝑢𝑎𝑙 𝐸𝑃𝑆𝑠,𝑦)/𝑃𝑠,𝑡−1

• Year-end EPS only

• Vagueness in the language of reports:

• The occurrences/ratio of weak modal words (Loughran and McDonald, 2011) on the first page 

(e.g., may, maybe, might, perhaps, possible, etc)

• Delay in report:

• The number of days between the last earnings announcement and the first follow-up report
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VARIABLE CONSTRUCTION

• Before vs After: 

• Before or After the NSL (June 30, 2020)

• Local vs Foreign: 

• Analysts (analyst teams) are identified as local analysts if the analyst (the lead analyst) has a 

Chinese family name and as foreign analysts if the analyst (the lead analyst) has a non-Chinese 

family name.

• We broadly include Chinese last names, and, thus, these analysts could have last names originating 

from Hong Kong (Cantonese) and mainland China (Mandarin Pinyin), or other Mandarin-speaking 

regions such as Malaysia, Singapore, or Taiwan.
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SUMMARY STATISTICS
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