Empirical Test of Chinese Convertible Bonds Market Efficiency: A

Sochastic Dominance Approach
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Abstract First-order stochastic dominance (FSD) implys a riskless arbitrage opportunity.
The opportunity can't exist in an efficient market. The paper studies the relationship between the
price of convertible bond and underlying stock in the Chinese securities market, and the results
show that one convertible bond is FSD to it's underlying stock, and it provides an evidence that
the Chinese security market is inefficient.
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