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Analysis of the Comovement Between International Crude Oil Market and
China and U. S Stock Market Before and After the U S Sub- prime Crisis

JI Qiang, FAN Ying
(Center for Energy & Environment Policy Research, Institute of Policy and Management,

Chinese Academy of Sciences, Beijing 100190, China)

Abstract: T he paper studies the changes of comovement between international crude oil market and China
and U. S. stock market before and after the U. S. subrprime crisis based on dynamic conditional correlation
multivariate GARCH model (DCGMVGARCH). The empirical results demonstrate that the comovement
increases after the sub-prime crisis while volatility between different markets has significant conduction.
The comovement volatility betw een international oil market and U. S. stock market is stronger than China
stock market, indicating the shock has more violent impact on international oil market and U. S. stock
market and their response is more sensitive. In addition, we select some factors affecting international oil
market and China and U. S stock market to make further explanations on comovement and employ partial
least squares ( PLS) method to analyze the explanation power changes before and after U. S. sub-prime crr
sis Results show that the sub-prime crisis significantly affected the explanations power of those factors.

Key words: comovement; dynamic conditional correlation; GA RCH; PLS; subr prime crisis



