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ABSTRACT

The study used China, Taiwan, Hong Kong, Japan and Korea's stock indexes and
exchange rates whose date from Jan. 4, 2000 to Nov. 31, 2010 daily data that applied
EGARCH model to research the volatilities transmission in return between above
several sample countries and US, and the relationship between exchange rates and
volatilities. The Empirical results indicate that China is less influenced by US, US has
volatility spillovers effects to the others, except for China. We find that foreign
exchange rate variability mostly negative influent local stock market volatilities in
Taiwan and Korea but positive influent volatility for the US stock market in Korea and
Japan, but China confirms Mun(2007)'s findings, that a higher foreign exchange rate
variability mostly increases local stock market volatility. Moreover, exchange rate
fluctuations held small influence on the US/local equity market’s correlation, only in
China and Korea are influenced by exchange rate fluctuations.

2007 subprime mortgage crisis is considered, the Empirical results indicate that
post-2007 Taiwan and Hong Kong have more influence on US, moreover China is has

less influenced by financial crises. We find that China's local stock market is more



influenced by exchange rate variability in post-2007 period, China and Korea have
positive relationship between exchange rate fluctuation and US/local equity market

correlation because of the subprime mortgage crisis.

Keywords: Multivariate EGARCH Model ~ Volatility Transmission
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