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ABSTRACT
The aim of this paper is to investigate the impact of CSRC allowing domestic residents to invest in the B-share stock market. We
analyze whether there are different the volatility spillover effects and asymmetric effects in greater china area - the Shanghai A,
Shanghai B, Hong Kong, and Taiwan stock markets during the pre- and post-event period via EGARCH model. The sample period
spans from January 1, 1998 to December 31, 2004. Our results indicate that these four stock markets all have volatility spillover
effects during pre-event period. The results also show that there are asymmetric effects in Shanghai B, Hong Kong, and Taiwan
stock markets. However, the Shanghai A- and B-share has higher correlation and the Shanghai A and Hong Kong stock markets
have no volatility spillover effect during post-event period. During the post-event period, only Taiwan has asymmetric effects. This
result is consistent with the segmentation market theory. We therefore conclude that the CSRS by permitting domestic residents to
invest in B shares will impact the Shanghai A- and B-share, Hong Kong, and Taiwan stock markets.

Keywords : Return spillover, Volatility spillover, EGARCH model

Table of Contents
O000 OO0 OOO e L WVOOOO e, v
L e VIO O e VIEO OO e, IX O OO s x O
00 000000000000 ... 1000 0000 e, AD000 0000000 i, 4
0000000000 . 5000 0000 000 0DOO00DO00ooooan ... 7000000
OEGARCHOOOOODOO...... 00000000000 0000 i WBOOO 0000 e 14
D00 0000000 . 29000 000000000 0000 iiiiiiiieniinieiienen 31000 000
O e 36000 EGARCHOODOOO woivvvveienee. J7000 00000 000 O0 vivvivinvevenieieeenn, 4600
0 470000 e 4000010000000 D0ODDODODOODOOODOOn

g.0oodeb2000000000DL0O0DO0ODLOLOODOODOOBO.OODDODOODOODODODODO
gbo.0oboobgo320b00 blioboobobobobooboobobobooboobosu20boobooboo
gbooobooboboboboosso.gbgobobooobooboobooboobbooboosed4 oooonoo
oo00dbO0O0O0o0obO0obOooboobobo3rOs.000b000AR)WDOODOODOODOODODDbO.3806.00
O0O0O0ODOOEGARCH1L)OODODOUOD.OODOOM4107BOODUODOODOEGARCHL)ODODODOODOODODO .44
08.BUOUOOUOUODOEGARCH(1.)ODOODOOOODOD .45

REFERENCES

0000 1000000000000000000000000000000 0000000000000 000OoO08roenn
200 000000000Ro0UIDNDOODO00NDOO00NNDNO0D 0000000000000 0O000DO0000o0Oo0oD 00O
0300000ooEe4) 000000000000 0ooo0-00000000000oo000no00Ons:1023-390 4.00
O0oooooooEo 0000000000000 000000000000 0ooooaOse063-850 5000000
0000000000000 00000-00 000000GARCHOOOOOOOOOODOOOSL3:40 67-880 6.0 0000
000000 Eos) I ODdDOdDODO-00000 0000000000000 07:10285-3040 700000000030 O0O0O0
0000000000000 000 -0000000000D00O0000O000DDOO0s560 31-610 8.000(001)00 022800
0000000000000 030 1200000000000 0000000ODDOO0ODO0O0O0ODODD ODODOUODODOOODOO
0 08:1067-880 O O OO 1.Arshanapalli, B. and J. Doukas (1993), “ International Stock Market Linkages: Evidence from the Pre- and
Post-October 1987 Period.” Journal of Banking & Finance, 17, 193-208. 2.Arshnapalli, B., J. Doukas, and L. H.. P. Lang (1995), “ Pre and
Post-October 1987 Stock Market Linkages Between U.S. and Asian Markets.” Pacific-Basin Finance Journal, 3, 57-73. 3.Black, F. (1976),

“ Studies of Stock Market Volatility Changes.” Preceedings of the Americans Statistical Association Business and Economics Studies Section,
117-181. 4.Bollerslev, T. (1986), “ Generalized Autoregressive Conditional Heteroskedasticity,” Journal of Econometrics, 31:3, 307-327.



5.Bollerslev, T. P., R. F. Engle, and J. M. Wooldridge (1988) “ A Capital Asset Pricing Model with Time Varying Covariances.” Journal of
Political Economy, 96, 116-131. 6.Braun, P. A., D. B. Nelson, and A. M. Sunier (1995), “ Good News, Bad News, Volatility, and Betas.” Journal
of Finance, 50:5, 1575-1603. 7.Chan, K. C., B. E. Gup, and M. S. Pan (1992), “ An Empirical Analysis of Stock Prices in Major Asian Markets
and the United States.” The Financial Review, 27:2, 289-307. 8.Chiu, C.-L., M. Lee, C.-D. Chen (2005), * Removal of an Investment
Restriction: The * B’ Share Experience from China’ s Stock Markets.” Applied Financial Economics, 15:4, 273-285. 9.Chow, K. V., M. S. S.
Pan, and R. Sakano (1996), “ On the Long-Term or Short-Term Dependence in Stock Prices: Evidence from International Stock Markets.”
Review of Quantitative Finance and Accounting, 6:2, 181-194. 10.Christie, A. (1982)" The Stochastic Behavior of Common Stock Variance:
Value, Leverage and interest Rate Effects.” Journal of Financial Economics, 10, 407-432. 11.Christofi, A. C., P. Theodossiou, and P. Andreas
(1999), “ Time-varying Risk and Return in Global Portfolio Management” Journal of Investing, 8, 62-69. 12.Dickey, D. A. and W. A. Fuller
(1979), “ Distribution of the Estimators for Autoregressive Time Series with a Unit Root.” Journal of American Statistics Association, 74,
427-431. 13.Engle, R. F. (1982), “ Autoregressive Condition Heteroskedestivity with Estimates of the Variance of United Kingdom Inflation.”
Econometrica, 50, 987-1007. 14.Engle, R. and C. Mustafa (1995), “ Implied ARCH Models from Option Prices.” Journal of Finances, 48,
289-311. 15.Eun, C.S. and S. Shim, (1989), " International Transmission of Stock Market Movements. ", Journal of Financial and Quantitative
Analysis 24(2), 241-256. 16.Ewing, B. T., P. E. James, and S. Clifford (1999), © NAFTA and North American Stock Market Linkages: An
Empirical Note.” North American Journal of Economics and Finance, 10:2, 443-459. 17.French, K. R., G. W. Schwert, and R. Stambaugh
(1987), “ Expected Stock Returns and Volatility.” Journal of Financial Economics, 19, 3-29. 18.Geoffrey B., T. Martikainen, and Y. Tse (1997),
“ Price and Volatility Spillovers in Scandinavian Stock Markets.” Journal of Banking and Finance, 21, 811-823. 19.Gerrits, R. J. and A. Yuce
(1999), “ Short- and Long-Term Links among European and US Stock Markets.” Applied Financial Economics, 9:1, 1-9. 20.Ghosh, A. (1999),

“ Who Moves the Asia-Pacific Stock Markets U.S. or Japan? Empirical Evidence Based on the Theory of Cointegration.” The Financial Review,
34, 159-170. 21.Granger, C. W. J. and P. Newbold (1974), “ Spurious Regressions in Econometrics.” Journal of Econometrics, 2, 111-120.
22.Hamao, Y.R., R.W. Masulis, and V.K. Ng, (1990), " Correlation in Price Changes and Volatility across International Stock Markets. ", The
Review of Financial Studies 3(2), 281-307. 23.Jarrow, R. A., V. Deventer, and R. Donald (1998), “* The Arbitrage-Free Valuation and Hedging of
Demand Deposits and Credit Card Loans.” Journal of Banking and Finance, 22, 249-272. 24.Johnson R. and L. Soenen (1993), “ Stock Market
Reaction to EC Economic and Monetary Integration.” European Management Journal, 11, 85-92. 25.Ko, K. S. and S. B. Lee (1991), “ A
Comparative Analysis of the Daily Behavior of Stock Return: Japan, the U.S. and the Asian NICs.” The Journal of Business Finance &
Accounting, 18:2, 219-234. 26.Koutmos, G. and G.G. Booth, (1995), " Asymmetric volatility transmission in international stock markets. ", Journal
of International Money and Finance 14, 747-762. 27.Lamoureux, C. G. and W. D. Lastrapes (1990), “ Heteroskedasticity in Stock Return Data:
Volume Versus GARCH Effects.” The Journal of Finance, 45, 221-230. 28.Lee, S. B. and K. Y. Ohk (1992), “ Stock Index Futures Listing and
Structural Change in Time-Varying Volatility.” The Journal of Futures Markets, 12, 493-509. 29.Lessard, D. (1976), “ World, Country and
Industry Relationships in Equity Returns: Implications for Risk Reduction through International Diversification.” Financial Analysis Journal, 32,
32-38. 30.Liu, Y. A., M. S. Pan and J. C. P. Shieh (1998), “ International Transmission of Stock Price Movements Evidence from the U.S. and
Five Asian-Pacific Markets.” Journal of Economics and Finance, 22:1, 59-69. 31.Ludwig, A. and S. Torsten (2004), “ The Relationship between
Stock Prices, House Prices and Consumption in OECD Countries.” Topics in Macroeconomics, 4, 1114-1139. 32.Mandelbort, B. (1963), “ The
variation of certain speculative prices.” Journal of Business, 36:2, 394-419. 33.Maysami, R. C. and T. S. Koh (2000), “ A Vector Error
Correction Model of the Singapore Stock Market.” International Review of Economics & Finance, 9:1, 79-92. 34.Nelson, D. B. (1991),

“ Conditional Heteroskedasticity in Asse Returns: A New Approach.” Econometric, 59:2, 347-370. 35.Partell, J. and M. Wolfson (1984), “ The
Intraday Speed of Adjustment of Stock Prices to Earnings and Dividend Announcements.” Journal of Financial Economics, 13, 223-252.
36.Racine, M. D. and L. F. Ackert (2000), “ Time-Varying Volatility in Canadian and U.S. Stock Index and Index Futures Markets: A
Multivariate Analysis.” The Journal of Financial Research, 23:2, 129-143. 37.Roca, E. D., E. A. Selvanathan, and W. F. Shepherd (1998), “ Are
the ASEAN Equity Markets Interdependent?” ASEAN Economic Bulletin, 15:2, 109-120. 38.Yang, J., W. K. James, and M. Insik (2003), “ Stock
Market Integration and Financial Crises: The case of Asia.” Applied Financial Economics, 13, 477-499.



