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Abstract: In terms of the deviation of monetary policy announcement and its expected response in the stock
market, this paper identifies and tests the “Tacitus-trap” effect in China’s stock market. Firstly, it proposes and
defines the“Tacitus-trap” effect in the stock market based on the formation mechanism of government credi-
bility, and further analyzes the mechanism of its happening. Secondly, the paper empirically tests the“Tacitus-
trap”effect in China’s stock market using the event study analysis. The ratio of the expected yield to the unex-
pected yield is taken as the measure of the “Tacitus-trap” effect. It finds that there is the“Tacitus-trap”effect in

China’s stock market, which varies with monetary policy tools, policy shifts and the specific time periods.
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Fig. 1 The formation mechanism of government credibility: The decision choosing between government and the public
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Fig.2 The formation mechanism of government credibility: The decision-making influence among the public
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Table 1 The adjustment event classification of required deposit reserve ratio and 1-year loan interest rate in 2006~2015
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Fig. 3 Monetary policy adjustment announcements and market performance in 2006~2012
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Fig. 4 The “Tacitus-trap” effect in the stock market on the policy adjustment of 1-year benchmark interest rate
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Fig. 6 The “Tacitus-trap” effect in the stock market during different periods on the policy adjustment of 1-year loan benchmark rate
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Fig. 7 The “Tacitus-trap” effect in the stock market during different periods on the policy adjustment of required deposit reserve ratio
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