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Did the Financial Crisis Change the Relationships between
Financial Commodity Prices and Stock Price

Student: Shu-Yuan Chiu Advisors :Dr. Mei-Se, Chien

Institute of Finance and Information

National Kaohsiung University of Applied Sciences

Abstract

As the turmoil of the sub-prime just has been calmed down, the potentially
risks is emerging as the global economy recovered gradually. The fluctuations of
financial market in 2008 can give us some experiences for investing? This article
investigates, the relationships between stock prices and four variables before
and after the 2008 financial crisis. Applying unit root test, cointegration test, error

correction models to investigate the relationship.

The empirical results of this study are summarized as follows: First, the
empirical results of Johensen’s cointegration shows that the cointegration of
stock price and others is existed, no matter in the past or in the post crisis period.
Second, in the post crisis, the causalities between many variables have
changed, which show around the crisis there are dramatically changes in the
leading or lagging of the various financial commodities prices. According to the
results of the variance decomposition, the stock prices and the U. S. dollar index
are the most exogenous, before the crisis, but the gold price is the most
endogenous. In the post crisis period, the portion of the others explaining the
fluctuations of stock price has is still less than 10%, and the portion of U.S. dollar
index is substantially increasing from 6% to 20%, while the portions of interest
rates and gold price is inversely decreasing. The portion of oil price slightly

changes in the post period.

Keywords : Stock price, Financial crisis, Vector error correction model,

Forecast error variance decomposition, Cointegration
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