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ABSTRACT

ABSTRACT With the influence of globalization and liberalization on the financial market, the mutual influence among different

financial markets is increasing everyday. To understand the relevancy among financial markets becomes quite important to the

pricing of financial products and hedging of investors. In literature, the correlation between the stock price-indexed futures and the

spot has consistently been a crucial topic the researchers study. The study uses cointegration Analysis, error correction model,

Granger Causality Test to examine the correlation between both, and focuses on Japan that shares similar geography and economic

and trade development environment to Taiwan as the study subject and sampling period from Jan. 2, 2001 to Dec. 31, 2004, total

989 samples, for observing the differences in various periods - the whole period, the slump period and the surge period. The study

findings reveal: The share indexes in the countries of Taiwan and Japan at the time sequences of various stages have all appeared in

non-stabilized variables, where the stock index futures and the spot index are in a long-term integrated correlation. The two

countries’ normalized long-term index variation adjustments are largely led by the spot, and the short-term interactive adjustments

are deemed less ominous. In addition, the correlation of the TAIEX’s lead and lax in various periods find the futures to lead the

spot, and the NIKKE Index, except at a slump when the futures lead the spot, tends to be in a reciprocal correlation throughout the

period and during the surge period.
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