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ABSTRACT
This study investigates empirically the correlation between the Nikkei index and share prices of Japan's and Taiwan's electronics and
automobile industries before and after Japan earthquake on March 11, 2011. Stationary analysis was initially conducted using unit
root tests. Optimal lag order was selected based on the implemented VAR model for the subsequent Granger causality test followed
by testing for cointegration. Finally, an error correction model was used to figure out the long-term trends and short-run dynamics in
the relationship among variables. This study is intended to provide a reference direction for average investors. The empirical results
of this study reveal the following: 1.Before the earthquake, the Nikkei index (N225) interacted with the share prices of Toshiba and
Mitsubishi Gas Chemical, which topped those of Renesas Electronics, Nissan, Toyota, Mazda, Yulon Motor, China Motor, and
Hotai Motor. Investors could refer to the Nikkei index trend while investing in these companies. 2.After the earthquake, the Nikkei
index and the share prices of individual companies in Japan's and Taiwan's electronics and automobile industries have become
either unable to keep pace with or independent of each other. This means that investors have lost confidence in the Nikkei index
after the earthquake and are not inclined to use the Nikkei index trend as reference in the short run. Instead, they rely on the
performance of individual stocks as investment reference. 3.Most of the samples show no long-run equilibrium with the Nikkei index
after the earthquake. The reason may be that the earthquake has short-term regional effects. This may explains why equilibrium is
not achieved.
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