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Abstract This study analyzed how interdependence between China, Hong Kong, Taiwan and Singapore stock
markets changed after the implementation of Shanghai-Hong Kong Stock Connect system using the
EGARCH-GED model that allow simultaneous analysis of return and variability. Since the implementation of
this system, the interdependence of Taiwan stock market with the Greater China stock markets has been
weakened, and the interdependence of Singapore's stock market with the Greater China stock markets has not
been exist. On the other hand, he interdependence between China and Hong Kong stock markets has been
shown to be significantly enhanced since the implementation of this system. This is appears to be the result of
improved conditions for Chinese and Hong Kong investors to invest in the two stock markets following the
implementation of this system. Thus, considering the portfolio investment in the Greater China stock markets,
the investors will need to develop their investment strategies in light of these facts that the weakening
interdependence of the Taiwan and Singapore securities markets and the strengthening interdependence of the
Chinese and Hong Kong securities markets.
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Table 1. Descriptive Statistics
as | ww ;ff} dw | #w | IB
SCI 0.0002 0.0112 -0.0857 11.96 15678
HSI 0.0001 0.0145 -0.0971 11.81 15159
TWI 0.0001 0.0133 | -0.2089 7.10 3322
STI 0.0001 0.0119 -0.8084 1558 260475«
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Table 2. Interdependence of Shanghai Composite Index
e 3% oA F73% ol%
a(] O(X)OI ’OO(X)G
b, 021440 0.3055
b2 -0.0073 0.05616
b3 ~0.0522#x 0.0145
b, -0.0018 -0.0530
ay =0.1014s5x —0.1526xx
I6) 0.993 st 0.991 7
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) 0.0347 0.0414
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Ccy 0.0002 -39832
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