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An empirical study on the effect of financial factors
on copper futures price volatility

ZHU Xuehong" % FENG Yuwen', GUO Yaoqi**

(1. School of Business, Central South University, Changsha 410083, China;
2. Institute of Metal Resources Strategy, Central South University, Changsha 410083, China;
3. School of Mathematics and Statistics, Central South University, Changsha 410083, China)

Abstract: By adopting VEC model and EGARCH model, the study empirically analyzes the relationship between
financial factors and SHFE copper futures market prices volatility. The results show that changes in the exchange rate,
foreign exchange reserves and money supply will affect copper prices distinctly in different ways. In the short term,
copper price will fluctuate drastically under the above impact. In the long-term, the impact of the exchange rate and
foreign exchange reserves will gradually disappear, while the effect of money supply shocks will last for long.
According to the results of the risk analysis and impact curves, the risk of copper price volatility mainly derives from
changes in foreign reserves, and the impact of copper price volatility exerted by financial factors has a significant
feature of asymmetry.

Key Words: copper futures prices; exchange rate; foreign exchange reserves; money supply; VEC model; EGARCH
model
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