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Macro-economic factors and co-movement of China’s and US stock market
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Abstract: By analyzing macro-economic factors with the DCC-MGARCH model and MS-VAR model, the essay
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studies the dynamic co-movement of the China’s and the US stock market, and the effect of macroeconomic variables in
different correlation regimes. The findings show that, with the QDII system implementation, the co-movement of
China’s stock market with the US stock markets has been increasing. When the economic crisis broke out, the reletivity
between the markets declined first for a short term but then increased rapidly. In addition, according to the impulsive
effect, the exchange rate policy has the most significant effect at all times. The shock effect of our money supply is
relatively weak, but very quick. In all, compared with the US monetary policy, Chinese policy exerts more significant
effect.

Key Words: co-movement; monetary policy; exchange rate; DCC-MGARCH model; MS-VAR model
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