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Economy barometer analysis of China Stock Market:
A dynamic analysis based on the thermal optimal path method

GUO Kun', ZHOU Wei=ing®, CHENG Si-wei'

1. Research Center on Fictitious Economics and Data Science, Chinese Academy of Sciences, Beijing
100190, China;

2. School of Business, East China University of Science and Technology, Shanghai 200237, China

Abstract: The real economy is closely related to the fictitious economy. The dynamics of stock market and e—
conomy interact with each other since the stock market is an important part of the fictitious economy. The rela—
tionship between stock market and macro-economy is nonlinear and dynamic, which is hard to quantify using
conventional econometric tools. In this paper, the thermal optimal path method borrowed from Econophysics is
adopted and improved to investigate the dynamic leadHag structure between Shanghai Stock Exchange Compos—
ite ( SSEC) index and the GDP of China. No leaddag structure between SSEC and GDP is detected before
2002. In contrast, the SSEC is found to lead the GDP by about two quarters after 2002 at the significance level
of 5% , which is validated by a two-sided bootstrap statistical test. The findings indicate that the Chinese stock
market has been gradually acting as the barometer of the economy since 2002.

Key words: econophysics; optimal thermal path; economic barometer; stock market; macro-economy



