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The Study of Time-Varying Return Correlations Based on Bivariate EARJI-EGARCH
——An Analysis of the Jumps of East Asian Stock Markets

PENG Wei
(School of Economics, Huazhong University of Science and Technology, Wuhan 430074, China)

Abstract: A bivariate EARJI-EGARCH is improved for study the jumps impact on time-varying return cor-
relations between Shanghai composite index, Japan Nikkei index and Korea KS index. The results show
the persistence of correlation in east asian is very high. The outcomes show that individual jumps have
small effects on time-varying correlation, the effects of simultaneous jumps depend on the jump signs. The
same sign jumps have bigger effects on time-varying correlation than individual jumps,the time-varying re-
turn between China and Japan increases most. When the opposite jumps happen, the time-varying return
between China and Korea decreases most. It shows that when the same jumps happen, the correlation be-
tween Japan and Japan is stronger than the correlation between Japan and Korea. Simultaneous jumps have
stronger effects than individual jumps. When reverse jumps happen, they have stronger effect than individu-
al jumps, but weaker than simultaneous jumps. The time-varying return between China and Japan increases
most, but Nikkei-KS decreases most. It shows that when reverse jumps happen, the correlation between Ja-
pan and China is stronger than the correlation between Japan and Korea.

Key words: EARJI-EGARCH ; bivariate; time-varying; jump



