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Summary

Empirical Analysis on the Co-movement between
China and World’s Main Stock Indices

This paper mainly focuses on the co-movement relationship
among the stock markets in the China Mainland, G5 (JPN, USA,
UK, GER, FRA) and Asian NIEs (HK, KOR, TWN, SIN). Further
more, with stock indexes on the ten markets, the paper placed em-
phasis upon the structural cause, characteristic and internal mecha-
nism of these ten markets’ co-movement. With the methodologies of
Co-integration test and Granger Causality test based on LA-VAR
model, this paper empirically analyzes the relationship among them,
using historical data of China and world’s main stock indices. To put
it concretely, EG test and Johansen test was used to test long-run
equilibrium relationship among the stock markets.  Granger
Causality test based on LA-VAR model has been able to explore how
causality relationship exist between China and world’s stock markets.
Based on the analysis, this paper concludes that (1) there is no equi-
librium relationship among the stock markets; (2) there is one-side
relationship between the stock markets in the Mainland and Hong
Kong and reciprocal relationship between the stock markets in the
Mainland and USA and no relationship between the stock markets in
the Mainland and other countries. Under the background of the im-
plement of China’s “go out” strategy, liberalization of international
capital flow and enhancement of the market position of foreign
banks, China’s stock market index will commove with international
stock market’s index and the integration process of international
capital market will be further advanced.

Keyword: China’s stock market; Co-movement; Co-integration; LA-
VAR; Granger causality
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