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Table 1 Policy factor variables and other information
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Table 2 Descriptive statistics of policy factor variables

D, D, D, D, Dy Dg D, Dg
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Table 3 Effects of policy factors on volatility of stock market under full samples
1 2 3 4 5 6 7 9
D, 0. 005 4 0.005 1 0. 005 2 0.005 3 0. 005 7 0. 006 2
(2.05) * | (1.97) ™ | (1.99) ** | (2.07) ** (2.79) ** | (3.07) ***
0, 0.003 8 0.003 8 0. 004 2 0.004 3 0.005 5 0.005 5
(2.08) ** | (2.09) ™ | (2.30) ** | (2.40) ** (3.81) ™ | (3.84)
D, 0.014 3 0.014 3 0.014 3 0.013 7 0.014 2 0.013 1
(2.66) ** | (2.66) ™ | (2.71) ** | (2.61) ** (3.36) *™* | (3.15) ***
D, -0.002 8 -0.0010 0.003 1
(-0.61) (-0.21) (0. 86)
o, 0.005 5 0. 005 4 0. 005 4 0. 005 2 0. 004 7 0.005 1
(2.23) % | (2.17) ™ | (2.22) ** | (2.16) ** (2.45) ** | (2.70) **
D, 0.007 8 0. 008 0 0.005 8 0. 006 6 0. 006 7 0.007 6
(3.32) ™ | (3.41) ™ | (2.44) ™ | (2.84) ** (3.53) *** | (4.20) ***
D, 0.009 3 0.009 4 0.009 6 0.009 9 0.007 4 0.007 5
(3.38) ** | (3.44) *** | (3.57) *** | (3.70) *** (3.44) ¥ | (3.51) ***
D, 0.054 6 0.053 7 0.053 4 0.052 4 0.044 2 0.045 8
(8.89) ** | (9.00) *** | (8.84) *** | (8.94) *** (8.88) *** | (9.79) ***
D, 0.0119 0.0113 0.011 2 0.0113 0. 006 6 0.007 6
(4.34) | (4.43) *** | (4.16) *** | (4.53) *** (2.86) ** | (3.61) ***
Dy 0.017 2 0.017 1 0.016 6 0.016 7 0.015 2 0.015 3
(9.66) ** | (9.66) *** | (9.51) *** | (9.58) *** (10.96) *** | (11.06) ***
Dy 0.013 3 0.012 0 0. 009 9 0.010 7 0. 009 6 0.0115
(1.97) ** (1.87) " (1.47) (1.69) (1.77) " (2.32) **
. 0. 006 3 0.005 8 0.007 1 0. 006 6 0.005 8 0. 005 7
(1.77) " (1.68) " (2.04) ** | (1.95) ** (2.12) ™ | (2.13) **
. 0.016 9 0.016 8 0.013 9 0.013 9 0.010 2 0.011 8
) (4.49) % | (4.48) ™ | (3.65) ™ | (3.68) *** (3.10) *** | (3.71) ***
D, 0. 008 0 0.007 8 0.005 8 0.006 5 0. 005 4 0. 006 6
(3.89) ™% | (3.85) * | (2.73) 7 | (3.17) ™ (3.18) *** | (4.20) ***
. 0.0117 0.011 1 0.003 7
’ (3.08) ™ | (2.98) *** (1.16)
D, 0. 002 4 0.002 3
(1.28) (1.50)
el 1) 0.353 8 0.347 5 0.162 6 0.153 3
(5.08) “* | (5.06) % | (4.01) ** | (3.83) **
ol -2) 0.258 2 0.2852 0.188 8 0.199 0
(3.73) | (4.14) =% | (4.80) ** | (5.47) **
0.011 0 0.002 7
depi (2.64) ** (1.15)
Adj-R? 0.695 4 0. 696 4 0.708 7 0.709 1 0.2812 0.303 0 0.816 3 0.8155
t ; 10% ;o 5% ;o 1%
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4
Table 4 Effects of policy factors on volatility of stock market under bull/bear markets
1 2 3 4 5 6 7 8
b 0.0123 0.011 4 -0.0138 | -0.0155 | 0.002 4 0.002 2 0.003 0 0.003 5
‘ (2.11) ** | (1.93) ™ |(—-2.48) ** |( -2.86) ** | (0.72) (0.66) (1.37) (1.70)
b 0. 004 6 0.005 7 0.001 3 0.004 5 0.005 0 0.006 8 0.007 9
: (2.04) ** | (2.56) ** (0.78) (1.12) (1.16) (2.42) ** | (3.61) ***
b 0.017 4 0.017 9 0.013 2 0.0129 0.012 2 -0.0143 | —0.0062
} (2.95) %% | (3.11) | (3.33) ¥ | (3.26) % | (0.73) (-0.62) | (-0.41)
D -0.0013 | 0.0009 -0.0079 | -0.0078 | 0.0013 0.003 5 0.000 5
¢ (-0.22) (0.16) | (-1.85)" [(-1.95)**| (0.11) (0.29) (0. 06)
b 0.005 1 0.004 5 0.003 8 0.007 0 0.007 3 0.007 3 0. 006 7
’ (1.06) (0.95) (1.16) (1.97) ™ | (2.07) ** | (3.17) ¥* | (3.65) ***
b 0.007 0 0.004 9 0. 005 3 0.005 9 0.004 8 0.005 5 0.005 3 0.007 4
¢ (2.34) ** (1.57) (2.49) ™ | (2.84) ** (0.93) (1.06) (1.41) (2.53) **
b 0.010 6 0.011 4 0.007 0 0. 006 6 0. 006 2 0.006 8 0.007 8 0.010 2
7 (2.92) = | (3.21) ** | (2.76) ** | (2.62) ** (1.39) (1.47) (2.47) ™ | (3.73) ***
b 0.0525 0.049 9 0.019 5 0.019 6 0.045 9 0.044 6 0.026 4 0.0355
s (7.56) = | (7.21) % | (3.41) 7 | (3.42) 7| (2.41) 7% | (2.35) ** (1.45) (3.06) ***
b 0.0120 0.010 2 0.009 5 0.009 5 0.017 3 0.017 5 0.007 8
’ (3.49) = | (2.88) ** | (3.72) ¥ | (4.08) *** | (3.13) ** | (3.20) ¥ | (1.55)
b 0.018 3 0.017 5 0.016 8 0.017 0 0.010 5 0.010 8 0.006 9
10 (9.56) ** | (9.24) ¥ |(12.15) ¥* | (12.58) ** | (1.95) ** | (1.99) ** | (1.78)"
b 0.019 5 0.015 0 0.018 3 0.019 7 -0.0183 | -0.0209 | -0.0118
" (2.61) * | (1.96) ** | (3.40) *** | (3.73) ¥** | (-0.83) | (-0.95) | (-0.81)
b 0.001 3 0.002 6 0.013 4 0.014 0 0.007 5 0.007 7 0.004 1
12 (0.17) (0.36) (2.59) ** | (2.73)** | (1.71)" (1.75)" (1.35)
b 0.015 8 0.013 3 0.013 4 0.014 9 0.037 2 -0.0283 | —-0.0119
a (3.98) *** | (3.31) % | (3.23) ¥ | (3.69) ** | (0.93) (0.51) (-0.32)
b 0. 006 4 0. 005 4 0. 005 4 0.005 5 0.009 5 0.006 9 0.004 9 0.005 7
" (2.17) ** (1.85)" (2.70) ** | (2.72) ** | (3.08) *** | (1.71)" (1.82) " (3.03) ***
b 0.0119 0.010 8 0.010 8 0.021 2 0.009 2
8 (2.58) * | (3.17) ** | (3.15) ** (L.77)° (1.11)
b 0.002 5 0.003 5 0. 003 6 0.000 8 0.002 1
6 (1.03) (1.91) * | (1.97) ** (0.18) (0. 69)
0. 188 2 0.191 1 0.222 6 0.214 6
Um( - l) Fkk Hedede *% *%
(4.01) (4.08) (2.72) (2. 89)
0.1757 0.178 5 0.246 7 0.330 9
on(=2) (4.33) | (4.42) = (3.10) = | (4.78) ***
- -0.1612 | -0.1759 0.2525
nm. * *
(-1.66)" | (-1.82) (1.16)
J 0.2119 0.227 4
i (2.21) = | (2.39) **
AdjR? 0.762 5 0.773 3 0.834 6 0.8345 0. 445 4 0. 455 8 0.731 6 0.736 0
t o 10% e 5% ;o 1% ;
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Table 5 Effects of policy factors on upward/downward volatility of stock market under full samples
1 2 3 4 5 6 7 8
D 0.0050 0.004 9 0.005 4 0.005 5 0.002 1 0.001 9 0.002 2
: (2.31) %% | (2.28) %% | (3.17) ¥ | (3.19) ** | (1.19) (1.09) (1.53)
D 0.002 8 0.003 1 0.003 9 0.004 1 0.002 4 0.002 6 0.003 6 0.004 1
2 * X % 0 0 0 0
(1.88) (2.00) ** | (3.23) % | (3.42) % | (1.95) ** | (2.17) ** | (3.68) *** | (4.22) ***
D 0.009 9 0.009 8 0.009 7 0.009 3 0.010 2 0.010 3 0.010 0 0. 009 3
3 " "
(2.24) %% | (2.25) % | (2.74) % | (2.66) ** | (2.81) ** | (2.90) ** | (3.44) *** | (3.26) ***
D 0. 000 4 0.001 6 0.004 7 0. 006 2 -0.004 3 -0.002 9 —0.000 5
¢ (0. 11) (0. 44) (1.55) (2.21) ** | (-1.40) | (-0.96) | (-0.21)
D 0.006 0 0.005 9 0.005 6 0. 006 6 0.001 4 0.001 4 0.000 8
’ (2.95) *** | (2.94) ¥** | (3.40) *** | (4.33) *** | (0.85) (0.82) (0.58)
D 0.005 1 0.003 7 0.004 5 0.005 0 0.005 8 0.004 4 0.004 9 0.005 0
6 * " Lk 3 . 3
(2.63) * | (1.89) (2.80) ** | (3.23) *** | (3.69) *** | (2.71) ** | (3.70) ¥** | (3.85) ***
D 0.007 1 0.007 4 0.006 1 0. 006 7 0. 006 0 0. 006 2 0.004 4 0.004 3
7 s \ Lotk .
(3.17) % | (3.34) %% | (3.37) ¥ | (3.77) ¥ | (3.25) ™% | (3.43) * | (2.96) *** | (2.91) **
D 0.041 8 0.040 9 0.0337 0.033 6 0.0349 0.034 2 0.028 4 0.029 3
8 " . . " 3 3 .
(8.32) | (8.21) ¥ | (7.98) ** | (8.25) *** | (8.43) *** | (8.43) ¥ | (8.33) ¥ | (9.15) ***
D 0. 006 9 0.006 5 0.003 7 0.003 6 0.009 7 0. 009 2 0. 005 4 0.004 9
9 " " "
(3.08) ** | (2.92) ** | (1.91)* | (1.92) ** | (5.26) ™ | (5.06) *** | (3.41) *** | (3.43) ¥**
D 0.0130 0.012 6 0.011 6 0.0115 0.011 1 0.010 7 0.009 6 0.009 5
10 - g " " "
(8.93) | (8.74) ¥ | (9.94) ¥ | (9.86) *** | (9.24) *** | (9.00) *** | (9.98) ¥** | (9.97) ***
D 0.008 0 0.005 7 0.005 1 0.011 1 0. 008 4 0. 008 5 0.008 1
11 « . .
(1.44) (1.03) (1.11) (2.42) ** (1.86) " (2.28) ** (2.48) **
D 0.003 9 0.004 5 0.003 7 0.005 0 0.005 6 0.004 8 0.005 1
12
(1.36) (1.58) (1.62) (2.10) ™ | (2.42) ** | (2.52) ** | (2.86) **
D 0.011 6 0.009 4 0.007 6 0. 008 2 0.012 6 0.010 5 0.007 0 0.007 5
" (3.77) ** | (2.99) *** | (2.70) ** | (3.03) ** | (4.96) *** | (4.10) *** | (3.19) ** | (3.45) ***
D 0.005 1 0.003 7 0.003 8 0.004 3 0. 006 2 0.004 6 0.003 9 0.003 8
14 . "
(3.05) ¥ | (2.08) * | (2.65)* | (3.19) ** | (4.45) ** | (3.17) ¥ | (3.36) ¥* | (3.32) ***
D 0.008 6 0.001 3 0.008 2 0.004 2 0.004 2
15 s 8 . .
(2.77) ** (0. 49) (3.21) % | (1.96) ** | (1.95) **
D 0.001 3 0.001 3 0.002 1 0.002 1 0.002 2
16 "
(0.87) (0. 99) (1.67)° | (2.05) * | (2.10) **
(-1 0.1316 0.130 6 0.2216 0.2199
Um - 0 0 0 0
(3.00) *** | (3.04) *** (5.28) *** | (5.25) ***
(-2) 0.2156 0.219 4 0.133 6 0.128 5
O-m - 0 0
(5.04) ¥** | (5.57) ¥+ (3.29) *** | (3.22) *¥**
o 0.002 0 0.001 6
cpi
(0.97) (1.00)
Adj-R? 0.654 9 0. 665 9 0.778 0 0.777 6 0.686 7 0.703 0 0.802 3 0.802 4
i1 t 10% e 5% ;T 1% ;

2. on(=1) o, -2) ~ on( -1 won(-2)  ou(-1)o.(-2).
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Table 6 Effects of policy factors on upward/downward volatility of stock market under bull/bear markets
1 2 3 4 5 6 7 8
’ 0.0075 | -0.0132 | 0.0002 | -0.0082 | 0.0026 0.003 3 0.000 3
: (1.62)  |(=3.36) | (2.32) ** |(-2.08) **| (0.96) (1.82)" (0.11)
i 0.003 3 0.003 0 0.004 5 0.007 1 0.001 6 0.002 6
? (1.84)" (1.96) ** (1.37) | (3.65) ™ | (0.63) (1.83)"
i 0.012 8 0.010 0 0.011 6 0.010 5 0.011 1 0.006 5
’ (2.73) | (3.35) ** | (2.89) ** | (3.57) ** | (0.80) (0. 59)
i 0.003 3 Z0.0050 | -0.0087 | 0.0004 0.001 3
! (0.73) (-1.29) |(-2.94)* | (0.04) (0.17)
R 0.004 2 0.002 4 0.006 5 0. 006 4 0.003 1 0.003 2
’ (1.10) (0.75) (2.22) % | (4.04) =% | (1.34) (2.75) **
i 0.004 8 0.005 2 0.005 0 0.003 5 0.005 1 0.007 0 0.001 4 0.003 2
¥ (2.03) ¥ | (3.44) =% | (2.46) ¥ | (2.25) % | (1.19) | (3.03) ** | (0.41) (1.71) "
i 0.007 0 0.004 1 0.008 1 0.005 6 0.005 5 0.008 5 0.003 2 0. 005 7
’ (2.40) ** | (2.14) ** | (3.29) *** | (3.01) *** (1.50) (3.51) *** (1.09) (3.24)
R 0.043 2 0.014 1 0.030 9 0.014 3 0.0155 0.048 5 0.027 8
' (7.81) ** | (3.20) ** | (6.53) *** | (3.40) *** | (0.98) (3.92) % | (2.55) **
0.006 5 0.004 9 0.010 5 0. 008 2 0.010 6 0.013 4
D
’ (2.35) % | (3.15) ¥ | (4.45) © | (4.78) ** | (2.33) ** (3.74) ***
) 0.014 4 0.013 7 0.011 3 0.010 1 0. 006 0 0.008 7 0.007 8
0 (9.42) [ (13.39) “* | (8.65) ** |(10.09) ** | (1.36) (2.50) ** | (3.56) ***
) 0.0119 0.013 7 0.016 1 0.0133 | -0.0106 ~0.0153
" (2.00) | (3.67) ** | (3.16) ** | (3.51) ** | (-0.58) (-1.07)
) ~0.004 2 0. 006 2 0.013 0 0.005 8 0.005 0
? (-0.71) (1.22) | (3.43) ** | (1.59) (1.75) °
) 0.011 3 0.012 1 0.011 3 0.010 7 0.014 4 0.041 4
. (3.57) %% | (4.12) ** | (4.17) = | (3.58) *** | (0.43) (1.60)
) 0.003 9 0.003 9 0.005 1 0.003 3 0.005 9 0.003 9 0.007 5 0.004 3
" (1.67)° | (2.54) % | (2.54) % | (2.19) % | (2.32) ** | (2.29) ** | (3.76) *** | (3.39) ***
) 0.006 5 0.008 8 0.005 6
o (2.60) ** (3.53) *** (1.92)°
) 0. 0041
16 s
(3.11) =
) 0.139 2 0.258 0 0.173 5 0.316 4
O'IH - 9y " . .
(3.01) ¥ (5.13) (2.17) ** (4.61) ***
(2 0.2317 0.098 0 0.2857 0.243 9
Ol —
(6.20) ¥ (2.19) ** (3.84) ¥ (3.67) ***
20.160 8 0.247 0
2 (-2.23) * (1.92)
0.174 2 0.156 5
deps (2.41) ** (2.20) **
0.1499
dstock (2.95) **
AdjR? 0.745 3 0.8224 0.744 2 0.8127 0.362 9 0.648 1 0.500 3 0.7827
1. t 10% o 5% ;o 1% ;

2. o,(-1) o, -2) N on(=1) on(-2) on(=1) on(-2).
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Impacts of policy factors on volatility of stock markets

WANG Ming—tao' LU Lei’ SONG Kai®
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Abstract: Policy factors are important factors of causing stock market volatility. This paper systematically cat—

egorizes the policy factors and quantifies them according to their effects on Chinese stock markets. Using

standard deviation upside and downside half standard deviations of Chinese stock market index returns to

measure the volatility of stock markets we construct a multivariate regression model to study the impacts of

these factors on the volatility of stock markets from aspects of the overall Chinese stock market as a whole and

different stock market conditions. We find that policy factors significantly affect the stock market volatility in—

cluding both upward and downward volatility. In particular we find that policy factors explain more changes of

stock market volatility in the bull market than in the bear market and they have a higher ability in explaining

the downward volatility than the upward volatility.

Key words: policy factors; stock market volatility; asymmetric effect



