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Summary

In this thesis, we first employ an empirical analysis to examine the relationships
among the real economic activities, stock prices and oil prices in Russia, China, and
Japan. Second, we provide some empirical evidence of the relationships between stock
market volatility and the volatility of several major macroeconomic variablesin China.

In Chapter 2, we investigate the dynamic relationships among real economic
activities, stock prices, and oil prices in Russia, China, and Japan based on a monthly
time series from February 1999 to August 2008, using the vector auto-regression (VAR)
model and variance decomposition analysis.

The results of our investigations show the following. First, our results suggest a
cointegrating relationship among real economic activity, stock price, and oil price in
Russia. This means there is a long-term stationary relationship among the three
variables and they moved together in a common way during our sample period.
However, unlike in Russia, no evidence is found that cointegrating relationships exist
among real economic activity, stock price, and oil pricein either China or Japan.

Second, the results of the variance decomposition analysis indicate that either stock
price shocks or oil price shocks can have a significant impact on the real economic
activity of Russia. Moreover, our results also suggest that the Russian stock market is
very sensitive to changes in Russia's economic activity and world oil price. For China,
our results show that in the short term, there is no evidence that oil price and stock price
shocks significantly impact real economic activity. Meanwhile, the results also indicate
that the Chinese stock market is not sensitive to changes in China's real economic



activity or world oil price. Finally, the results for Japan suggest that although the stock
market impacts real economic activity in Japan more than in China, it is difficult to
confirm that stock price is the leading indicator of Japan’s real economic activity.
Meanwhile, the results also show that oil price changes do not significantly influence
the real economic activity of Japan.

It is generally recognized that oil price shocks significantly impact the real economic
activity of both oil-importing and oil-exporting countries. Meanwhile, the stock market
is often said to be the leading factor of real economic activity. However, our findingsin
Chapter 2 tend to imply that there are weak relationships among real economic activity,
stock price, and oil price in both China and Japan.

In Chapter 3, we examine the causal relationships between the volatility of the
Chinese stock market and the volatility of macroeconomic variables in China. This
analysisis executed using a two-step procedure. The first step involves the estimation of
the volatility of each variable using the autoregressive exponential generalized
autoregressive conditional heteroskedasticity (AR-EGARCH) model. The second step is
to investigate the causal relationship between the volatility of the stock price and the
macroeconomic variables employing a lag-augmented vector autoregressive (LA-VAR)
model.

Our investigations have produced the following findings. First, we found that China's
stock market volatility is relatively high compared to the volatility of the maor
macroeconomic variables in China. Second, our results suggest that there is no causal
relationship between stock market volatility and real GDP volatility in China. This
finding might be taken as an indication that there is a weak relationship between stock
price and real economic activity in China. Third, our findings indicate that there is a
bilateral causal relationship between consumer price index (CPI) volatility and stock
market volatility. Fourth, the results suggest that there is a unidirectional causal
relationship between stock market volatility and interest rate volatility with direction
from stock priceto interest rate.
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