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1% it
1
Table 1 Descriptive statistics for the variable
Mean Std. Dev Skewness Kurtosis J-B Statistic t-Statistic
R, 0.008 8 2.060 0 -0.367 8 5.178 4 260. 36 *** - 34.302*
v, 23. 050 0.4213 -0.2452 2.486 6 24.821%% | 5 111 7%
R, 0.043 0 2.2657 -0.388 3 4.6111 161. 94 *** — 33,349 %%
v, 22.513 0.439 4 -0.5723 2.860 0 67.377*** —4.905 2%
: t-Statistic ( ADF ) t ;o 1%
2.2 |4 - P q |/
1.1
v, |/ P q 4 0
Vi v ARMA(4 0) ( AR(4) )
( ADF ) 2 %4
v ; ARMA(p q) V= VL (> 0)).
2 AR(4)
Table 2 Estimation results for the AR(4) model
a; a, as ay
0.668 0 0.130 7 0.027 0 0.101 7
0.029 1 0.0350 0.0350 0.029 1
P 0.000 0 0.000 2 0.440 6 0.000 5
0.7316 0.077 3 0.034 0 0.088 3
0.028 7 0.0356 0.0356 0.028 7
P 0.000 0 0.029 9 0.340 1 0.002 2
2.3 (4) AlC (6)
W (4)
(4) (6) ( (6))
3 4 (6) ( (4))
(4)
(6) AIC
3 (4)

Table 3 Estimation results for the model(4)

( 0)
a AIC b AlC

1.3935 1.737 2

0.043 3 3.1277 0.067 2 3.673 1
P 0.000 0 0.000 0

1.620 4 1.8270

0.047 5 3.3080 0.070 4 3.8306
P 0.000 0 0.000 0
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4 (6)
Table 4 Estimation results for the model(6)
( 0)
a « AlC b’ B AlC
1.150 2 2.659 4 1.710 4 1.883 1
0.046 9 0.153 4 2.998 7 0.068 1 0.239 8 3.6552
P 0.000 0 0.000 0 0.000 0 0.000 0
1.408 0 2.412 4 1.8107 1.654 4
0.0521 0.157 1 3.209 1 0.071 1 0.2592 3.824 6
P 0.000 0 0.000 0 0.000 0 0.000 0
(4) (6) 1%
(6) :
b ( 0)
-, 13 ”»
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’ ’ 14 ”
a B
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“S » ( 2 ) ”»
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Fig. 2 The value function of Shangzheng index & Shenzheng index ( reverse S—shaped)
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5 (7)
Table 5 Estimation results for the model(7)
P P
M1 -0.000 3 0.0510 0.995 1 0.0135 0.056 6 0.812 0
w 0.028 2 0.010 3 0.005 9 0.044 3 0.016 1 0.005 9
& 0.046 7 0.007 6 0.000 0 0. 0463 0.008 1 0.000 0
0 0.946 8 0. 008 6 0.000 0 0.945 1 0.009 7 0. 000 0
ARCH LM( F) 0.645 4 0.775 4 0.005 2 0.942 7
E+0 0.993 5 0.991 4
AIC 4.139 5 4.358 0
6 1%
. E+0 (7) &+6
(9) (10)
E+6 0.9
) (9) A
(9)  AIC (7)  AIC
6 (9)
Table 6 Estimation results for the model(9)
P P
M-y 0.003 0 0.050 0 0.554 8 0.046 0 0.059 1 0.5354
%) -2.462 4 0.092 7 0.000 0 -4.5158 0.412 9 0.000 0
& 0.1123 0.011 8 0. 000 0 0.146 9 0.029 6 0. 000 0
0 0.830 5 0.004 2 0.000 0 0.801 5 0.037 5 0.000 0
Ay 2.194 4 0.083 3 0.000 0 4.920 3 1.083 7 0.000 0
Ay 3.571 0 0.118 1 0.000 0 6.561 0 0.463 0 0. 000 0
E+6 0.942 8 0.948 4
AlC 4.1180 4.301 6
(10) 7 (9) E+0
(10) AlIC
(9) AlIC
[ »
« ” « ) «
E+0 0.3975 0.5542 7
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Table 7 Estimation results for the GARCH( 1 1) -V model with the value functions
P P

Moot 0.002 5 0.001 2 0.000 0 0.043 0 0.004 1 0.000 0
® -0.348 1 0.208 6 0.095 2 - 0. 4442 0.1815 0.014 4
& 0.148 5 0.027 2 0.000 0 0.170 4 0.033 2 0.000 0
0 0.2490 0.032 8 0.000 0 0.383 8 0.042 5 0.000 0
AY 1.1717 0.264 0 0.000 0 0.9530 0.273 8 0. 000 5
e 5.013 6 0.8875 0.000 0 6.073 9 1.243 8 0.000 0
AL 3.864 4 0.328 5 0.000 0 3.534 4 0.296 7 0.000 0
T 3.5573 0.390 3 0.000 0 4.2923 0.5325 0.000 0

E+0 0.397 5 0.554 2

AIC 4.053 1 4.270 3

“q”
3 « 2 « 2 «
»”
« ”
« 2
« »”
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Impact of information flow on returns and return volatility in Chinese
stock market

WEN Feng-hua' GONG Xu' HUANG Chuang—ia®’ CHEN Xiao-hong' YANG
Xiao—guang”’

1. School of Business Central South University Changsha 410083 China;

2. Academy of Mathematics and Systems Science Chinese Academy of Sciences Beijing 100190 China;

3. School of Economics and Management Changsha University of Science and Technology Changsha

410114 China

Abstract: This paper constructed based on the value function theory a econometric model which can explain
the impact of information flow on stock market return and return volatility. Then we applied the Shangzheng In—
dex and Shenzheng Index to our empirical analysis. The empirical results show that the value function form can
explain well the impact of information flow on return. Information flow and the investor’ s behavior bias which
is described by value function can explain the return volatility and its persistence feature in the Chinese stock
market. Furthermore investors’ loss aversion behavior can give a good explanation to the asymmetric impacts
of good information and bad information on the stock market return and its volatility. Meanwhile the empirical
research reveals that the graph of the value function displays a reverse S-shaped in Chinese stock market.

Key words: information flow; value function; price~volume relation; GARCH-V model
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