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Stock indexesand indexing portfolios in China stock markets

FAN L ong-zhen, WAN G H ai-tao, H E H ua
School of M anagement, Fudan U niversity, Shanghai 200433, China

Abstract: W ith the approach of principal component analysis, themain indexes are studied to deter-
mine if they can reflect the stock market change of the Shanghai Stock Exchange or the Shenzhen
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Stock Exchange T he results indicate that the two composite indexes and two A -share indexes can ac-
curately reflect themarket changes, and other indexesare not 0 good in thisfunction Because all the
four indexes are not good investment portfolios, we need to make indexing portfolios to track them.
W ith the theory of A PT and the gpproachesof statistics and optim ization, w e choose principal compo-
nents as factors, make the factor loadingsof tracking portfolios the sane as the indexes, and then let
the sum of sguared differencesof residualsm inimized in the ssmpleperiod to obtain thew eight of each
stock in the portfolio A bout 20 stocks are selected from every market to obtain the tracking portfolio
w ith gecifiedw eight The indexing portfolios have almost the same returns as the indexes both in the
sanple period and after sample period (threemonths) .

Key words market indexes indexing portfolio; cluster analysis A PT model

Study on canmon factor s of vector stochastic volatil ity model

DU Zi-ping, ZHAN G Shi-ying
School of M anagement, Tianjin U niversity, T ianjin 300072, China

Abstract:  In thispaper, from the idea of common trend, we put forw ard the definition of co-persis-
tence in volatility of vector SY model, and establish the equivalent relationship betw een common per-
sistence in volatility and cointegration M eanw hile, w e give wo representationsof common persistent
factors under the Stock-W otson and Gonzalo-Granger factor decompositions, and verify the existence
of cointegration betw een these two representations M oreover, under the unobserved variables to be
VAR (1), the representation of co-persistence factors ispresented, and necessary conditionsof exist-
ing co-persistence factors are al studied

Key words vector Y model; common persistence in volatility; common persistent factor; cinte-

gration; long-run common trend



