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Table 1 Basic statistical description

WA | g | BRORE | RoME | pRMER | E R B P A
SSEC 0.31 0.20 109. 86 -138.63 10.55 -0.22 | 37.85 98 427.65 0.000 0
SENSEX 0.00 0.18 576.57 -756.11 50.19 -2.65 | 106.21 865 593.40 0.000 0
RST 0.13 0.16 646. 82 -756.27 47.15 0.09 125.08 1207 731.00 0.000 0
BVSp 0.13 0.19 239.79 -230.26 20.77 -0.70 | 49.02 171 806. 00 0.000 0
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Fig. 1 Varying trends of quantile regression coefficients form BRIC countries
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Table 2 Test for the equality of coefficients
g1 =¢5=¢50=¢95=¢99 ql =¢50 5 =¢50 q95 =¢50 q99 =450
SYIRTED SR IR VIR L IR
ok Prob > F iR Prob > F Forkk Prob > F ek Prob > F ik Prob > F
(3,1945) (1,1945) (1,1945) (1,1945) (1,1945)
SSEC 479.70 0.00 4.53 0.03 5.75 0.02 15.95 0.00 463. 66 0.00
SENSEX 34.96 0.00 0.62 0.43 25.38 0.00 5.10 0.02 6.75 0.01
RST 183.75 0.00 107.61 0.00 52.62 0.00 75.53 0.00 7.02 0.01
BVSP 187.06 0.00 142.87 0.00 37.64 0.00 74.99 0.00 3.23 0.07
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Fig. 2 Varying trends of coefficients under different quantile form BRIC countries
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Fig. 3 Varying trends of coefficients under different quantile

form BRIC countries ( continue)
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Fig. 4 Coefficient trend of 5% quantile of China
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Fig. 6 Coefficient trend of 5% quantile of Russia
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Analysis of financial stability of BRIC countries based on varying coefficients
quantile regression model

YE Wu-yi, XIAO Li-hua, MIAO Bai-qi
The School of Management, University of Science and Technology of China, Hefei 230026, China

Abstract: A crisis occurs when the financial instability is up to a certain degree. As the important growth
point of global economic development, emerging markets suffered from the heavy blow of the financial crisis.
Thus, it is imperative to study the financial stability of emerging markets. This paper mainly discusses the fi-
nancial stability of the major stocks of BRIC countries ( China, Russia, India, Brazil) , the representatives of
the emerging markets. Different from the traditional methods in this field, this paper focuses on the influence
of systemic shock on normal and extreme markets respectively. First, aquantile regression model is used to test
the financial stability of the BRICs. Then a variable coefficient quantile model is proposed to study the time-
varying trend of the impact that systematic shock has imposed on their financial stability. Also, a time-varying
analysis is conducted subsequently. The empirical result shows that each of the BRICs has a certain degree of
financial instability. China and Brazil suffers more severely from the systematic shock at the 5 percentages
compared with India and Russia recently.

Key words: financial stability; BRIC countries; quantile regression; varying coefficients quantile regression;

systematic impact





