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Table 1 Descriptive statistics and ADF unit root test of the returns of CIB-CCI and SHCI in different market states
JB ADF
CIB - CCI 0.004 85 0.206 1 -0.2335 5.2759 121.680 4™ |- 24.215 7"
SHCI 0.330 20 1.682 1 -1.1140 7.359 1 540.239 8% |- 23.694 8
CIB-CCI 0.061 20 0.3215 2.2670 19.3679 B 040.902 07|~ 16.965 7
SHCI -0.4838 10 2.750 2 0.268 1 4.066 0 15.011 17 |- 14.956 4™
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Table 2 Estimation results of VAR model (bull market: 2005 - 07 - 22—2007 - 10 - 16)
VAR( p) R(CIB - CCI), R( SHCI) ,
0.007 6 (0.770 7) 0.340 97 (4.271 8)
R(CIB - CCI) ,_, -0.0431(-0.9851) -0.6841(-1.94138)

R(CIB - CCI) ,_,

0.005 0 (0.113 0) -0.286 8 (- 0.809 1)

R(CIB - CCI) ,_,

0.073 2 ( 2.656 6)

~0.0407 (-0.114 5)

R(CIB - CCI) ,_,

0.004 7 ( 0.107 3) 0.3114 ( 0.878 5)

R(CIB - CCI) ,

0.005 6 ( 0.126 3) -0.527 5 ( - 1.488 0)

(
(
(
(
(
(

R(CIB - CCI) , ¢

0.0253 ( - 0.576 5) ~0.351 8 (-0.9979)

R(SHCI) ,_, ~0.0101 (- 1.8677) ~0.024 7 (- 0.5709)
R(SHCI) , ~0.001 6 ( -0.2937) ~0.0475 (- 1.094 6)
R( SHCI) , 4 -0.0007 (-0.1235) 0.047 1 ( 1.089 5)
R(SHCI) ,_, -0.0004 (-0.078 1) 0.083 8 ( 1.938 6)
R(SHCI) , 0.002 3 ( 0.425 5) 0.037 5 ( 0.866 3)
R(SHCI) , ~0.001 9 ( - 0.358 9) ~0.132 2% ( -3.063 5)
0*(15) 56.323 0 58.326 0
- 91.356 ~1024.385
HO RN 5% 1% ey t  ®0%(19)
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Table 3 Estimation results of BVGJR-GARCH-BEKK model ( bull market: 2005 - 07 - 22—2007 - 10 - 16)
C- [Cn an] ~0.273 27 (- 22.449 6) 0. 847 5(0. 404 5)
0 ¢y 0. 546 0( 0. 156 6)
4 - an  ap —0.074 5% ( - 49.086 8) 0.001 8™ (165.233 7)
a5 ay 0.078 4(0. 122 6) 0.258 2 (126. 610 1)
G- [&n &n 0.971 9™ (7 887.941 1) 0. 000 4 (478. 146 1)
g &n 0.067 8 (3.333 3) 0.963 2™ (5 361.311 6)
D dy dyp ~0.206 7 ( - 27.743 6) 0. 144 27 (8.265 9)
dy dy 0.035 9™ (2.449 8) -0.772 1™ -2.358 2)
-3174.189 8
ARCH
Q*(15) 25.4370 9. 466 3
HO R 5% 1% ;@ ! ®Q*(15)
Ljung-Box Q
2.2
2007 10 17 2008 10 28 .
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4 VAR ( 12007 10 17 —2008 10 28 )
Table 4 Estimation results of VAR model (bear market: 2007 - 10 — 17—2008 - 10 - 28)

VAR R(CIB - cCI), R( SHCI)
0.070 3™ ( 3.091 0) ~0.414 4™ ( -2.098 1)
R(CIB - cCI) ,_, -0.056 4 ( -0.864 5) -0.1319 ( -0.2329)
R(CIB - CCI) ,, 0.042 3 ( 0.646 6) -0.2815 ( -0.496 2)
R(CIB - CCI) , 4 0.027 3 ( 0.4182) -0.5589 ( -0.987 1)
R(CIB - CCI) 4 —0.126 1% ( -2.938 1) -0.3127 ( -0.553 6)
R(SHCI) ,_, 0.006 5 ( 0.849 4) -0.0282 ( -0.4267)
R(SHCI) ,, 0.002 9 ( 0.373 6) -0.084 5 (- 1.2715)
R(SHCI) , 4 0.007 6 ( 1.001 7) 0.008 0 ( 0.120 1)
R(SHCI) ,_, -0.016 5™ ( -2.158 8) 0.048 1 ( 0.7249)
Q* (1) 2.794 47 2.447 77
- 65.707 3 - 603.787
(D 5% 1% e)) t ;@0 (1)
Ljung-Box ( ; @R( CIB - ccI), R( SHCI)
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5 BVGJR-GARCH-BEKK ( 12007 10 17 —2008 10 28 )
Table 5 Estimation results of BVGJR-GARCH-BEKK model (bear market: 2007 — 10 — 17 ~ 2008 - 10 - 28)
C - [‘711 C]Z] -0.178 5( - 1.2419) —4.468 6( - 0.008 0)
0 ¢ 0 19.432 5( 0. 041 8)
4 - . an 0. 179 17%(32.515 2) 0. 012 37 (120.277 6)
Ay Gy 0.516 8(0.259 4) 0.296 37 (4. 428 3)
G - g 8n 0. 948 0% (460. 048 3) 0. 008 6™ ( 13. 605 4)
8u 8» -1.6754( -0.3649) 0.551 4(0.614 5)
Db - dyy dp 0. 475 7% (13.560 7) 0.000 1( 0. 004 9)
dy  dy —0.112 2( - 0.051 4) 0. 000 0( 0. 003 3)
- 1784.449 6
u, ARCH
Q*(15) 10. 894 0 5.905 2
D 1% ) t ; BQ*(15)
Ljung-Box @
6
Table 6 Comparison of properties of conditional variances
ARCH
GARCH
ARCH
GARCH
7

Table 7 Difference comparison of return spillover effects

8

Table 8 Difference comparison of volatility spillover effects

ARCH GARCH ARCH GARCH
GARCH
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Dissimilation of spillovers effects between the foreign exchange market and
the stock market in different market states after the 2005 exchange rate re—
form

WANG Dong-hua' WANG Chen’
1. School of Business East China University of Science and Technology Shanghai 200237 China,;
2. Viterbi School of Engineering University of Southern California Los Angeles CA 90089 USA

Abstract: In this paper the whole sample period from 22 July 2005 to 28 October 2008 is divided into two pe—
riods one is the bull market period and the other is the bear market period. Using the daily log return of the
CIB-CNY Composite Index and the Shanghai Composite Index in both the bull and bear markets we empiri—
cally analyze the dissimilation of spillovers effects between the foreign exchange market and the Chinese stock
market in different market states after the 2005 exchange rate reform with VAR-BVGJR-GARCH-BEKK mod-
el. The empirical results demonstrate that distinct differences exist in the spillovers effects between the foreign
exchange market and the Chinese stock market in the bull and bear markets. In the bull market there is the
response of the market to its own past negative shocks for the two financial markets. At the same time there
are not significantly mutual mean spillovers effects within the two financial markets whereas there are remark—
ably bidirectional volatility spillovers effects between the two markets and there is the response of the one
market to the negative shocks of other market. However in the bear market we find evidence of unidirection—
al mean and volatility spillovers from the Chinese stock market to the foreign exchange market and there is on—
ly the response of the market to its own past negative shocks for the foreign exchange market but there is not
the response of the one market to the negative shocks of the other market.

Key words: bull market; bear market; foreign exchange-stock market; spillovers effects; BVGJR-GARCH-

BEKK model



