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1994 1996 1994 1995
1997 1998 1999
2000 2001 2001
2003
Runs test Brock 1991 1996
chaotic correlation dimension test BDS

volatility clustering

Box & Pierce 1970

Box & Pierce 1970

size

Type I errors
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1996
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2002 Hong & Lee
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GAUSS
1978
9%
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1994 Naughton 1994 1996
1990 20
80
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100 3

2002 10 1215 2001
43522 45.37%
14463 15.08%
2001 1991 10 2 2001
6650 3
1
GDP GDP GDP
% %
1992 26638 1048 3.93
1993 34634 3531 10.20
1994 46759 3691 7.89 965 2.06
1995 58478 3474 5.94 938 1.60
1996 67885 9842 14.50 2867 4.22
1997 74772 17529 23.44 5204 6.96
1998 79553 19506 24.52 5746 7.22
1999 82054 26471 31.82 8214 9.87
2000 89404 48091 53.79 16088 17.99
2001 95933 43522 45.37 14463 15.08
2002
2
1990 1992 1993 1994 1995 1996 1997 1998
4.4 9.4 8.0 6.0 13.9 23.0 24.1
111.5 170.9 332.1 206.0 218.1 291.6 238.1 206.3
2.3 8.1 18.6 14.3 14.6 16.4 20.2 15.2
36.2 45.2 69.3 65.1 67.2 122.4 172.3 241.7
3.5 11.6 22.7 34.6 21.0 28.0 31.1 20.7
42.2 42.7 59.1 57.3 63.9 82.1 93.4 93.6
4.1 7.8 8.1 8.2 13.4 21.0 27.6 29.5
26.3 26.5 36.5 33.9 34.0 38.4 48.4 69.5
17.7 24.2 22.9 24.0 28.7 39.5 51.3
11.9 24.7 35.1 38.6 34.9 30.9 30.5 24.5
7.1 8.7 20.9 26.7 32.9 40.0 13.5 23.5
6.3 45.1 77.0 43.8 41.9 37.6 45.9 39.4
13.6 10.6 13.8 17.7 19.3 21.3 30.1 48.6
98.2 64.5 70.2 79.3 71.4 67.2 52.8 66.0
43.8 34.1 40.3 47.6 37.2 26.7 8.8 35.7
113.6 161.2 343.3 274.8 255.0 304.6 93.4 136.0
12.5 38.2 49.7 30.7 25.0 30.2 43.5 23.3
42.2 41.8 58.1 83.9 89.5 95.4 129.0 158.0
20.5 38.3 58.6 53.0 53.2 59.0 139.3 169.1
7.1 16.4 22.4 23.5 15.2 16.6 17.4 8.5
0.0 0.0 0.0 4.7 8.9 29.4 7.4
93.6 99.8 230.9 192.9 177.0 164.2 111.7 112.0
122.8 79.3 131.8 166.2 185.6 168.9 157.2 127.6
28.0 52.3 104.2 91.1 84.2 55.0 15.8 31.4
3.9 5.1 12.9 16.7 30.2 20.3 31.0 34.5
87.0 88.5 122.1 118.7 127.2 150.9 155.6 174.9
55.1 74.4 81.0 75.4 97.4 114.4 144.2 163.4
17.2 12.5 13.3 7.0 4.7 14.3 16.5 8.0

National Bureau of Statistics of China www. stats. gov. cn
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3
A B
1993 218 183 375.47 3522.55 104.65 777.67
1994 345 291 326.78 8003.08 124.55 1058.99
1995 381 323 150.32 3958.58 77.86 1242.47
1996 599 530 425.08 21052.29 279.87 2306.81
1997 821 745 1293.82 30295.21 426.62 3333.34
1998 93] 851 841.52 23417.72 126.52 3911.13
1999 1029 949 944. 56 31049.55 270.44 4481.97
2000 1174 1088 2103.08 60278.67 547.97 5801.13
2001 1240 1154 1252.34 33242.04 5063. 13 6650.41
2002 2002 11 8722.47
4
%

S&P S&P

A B A B 500 A B A B 500

1992 34.68 17.76  20.88 265.45 124.28 1.18
1993 37.90  16.24 17.34 324.44  52.58 2.64
1994 10.38  6.97 14.47 691.79 42.16 3.78
1995  13.66  8.00  9.39 5.8 16.34  519.41 56.26 309.56 30.79 5.00
1996 31.13 14.04 38.52  12.54 18.23 760.05 61.58 949.68 96.85 4.58
1997  42.44 11.99  42.38 10.71 22.05  534.99 74.60 662.32 131.32 4.92
1998  33.66 6.04 32.18  5.82 27.77  355.30 57.30 411.14 45.88 9.46

1999  36.59 10.05  38.28 10.39 28.43 421.55 92.59 371.61 95.40 6.16
2000 58.63 25.23  59.62 13.50 23.52 504.07 151.24 396.47 89.09 8.91
2001 41.39 43.99 41.02 25.59 29.55 216.67 452.26  189.97 482.58 4.43

2002 Standard & Poor’s www.
spglobal. com
A B A
B
A B
A B
A B 2001 2

B 2002 12
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A
1996 4
1997 8 1992
1999 7
2002
99 % 0.5%
60 %
4
1996 12 16
10%

Fama 1970 1991

12
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t P, t t—1
t
Y, =100ln P, P, 3.1
Ly -1 L= Y1 Y,
Y,
]H[() E YZ ‘ szl - E Y[ . a.s. 32
E Y,
E Y1 I
3.2 H,
I

Fama 1970 1991 Campbell Lo &
MacKinlay 1997 3.2

Sargent & Ljungqvist 2002

e=Y,—pn n=EFEY,
g I, martingale difference sequence m.d. s.
InP, 7
InP, = p + InP, | +¢,. 3.3
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&
&
P, M
InP, = ¢+ InP, | + ¢, 3.4
g, independent and identically distributed :.
i.d. &
Yz It*l
Engle 1982 ARCH 1
_ 12
Jet =h, e
hz - Q’()+(11€ffl . 35
1 e, —i.i.d. 01
E ¢ll, | =0a.s.
var ¢, |1, | =h,=ay+ alef,l
Brock 1991 1996
InP, = p + InP, | + ¢ 3.6
€, 0 o2 < oo InP,
var g, < 3.6
Dickey-Fuller Hamilton
1994 Dickey-Fuller g,
ll’lPtfl
1 €,
3.6 g

1 Hamilton 1994
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&, E e =0 var e, =o°

J70  cov g g ; =0 white noise
E |1, =0a.s.
770 cov g & ; =0

nonlinear moving-average

€ = ae,_1e, >+ e e, —i.i.d. 01 3.7
bilinear autoregressive
e, = ae, 16, 2t ¢ e, —i.i.d. 01 . 3.8
j70  cov e g, =0
E ¢lI,
&
Box & Pierce 1970 Lo & MacKinlay
1988 Durlauf 1991

3.7 3.8

ARCH-In-Mean 2

2 E Y,|I,_, h, ARCH-in-Mean
Engle Lilien & Robins 1987
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Diebold 1986 Lo & Mackinlay 1988 Wooldridge
1990 1991 Whang 1998 Deo 2000  Box & Pierce 1970

Durlauf 1991 Box & Pierre 1970
Diebold 1986 Diebold 1986
Lo & MacKinlay 1988
Durlauf 1991 Deo 2000

Lo & MacKinlay 1988 Deo 2000

Nelson 1991 EGARCH Glosten 1993 TGARCH

Hong & Lee 2002

specification test

Hong & Lee 2002
Hong 1999
Priestley 1981

Y, o u =F e Y,

Y, - o; u v=EF eiuY‘Hvy"‘” i=/ -1 u v€
—o +oo =0 *+1 £2

Y, > exp iuY,

iuY
t

fwqu%TZajuvefijw w€& —7m=w 4.1

j=—

w g;

;o u v

— iuY ivY -
o, u v =cove e U j =0

I+
—
I+
o

4.2
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fwu v Y, Y,
3.5 3.7 3.8
3
[ wuwv
fwuwo 3.5 ARCH
Y,
fwuwv
Hong & Lee 2002
FO1% w0 v E%c]:jmajlo Ove™ w€ —nn 4.3
o; iv
5110 0 v E—Gjau—v =coviY, e Vil 4.4
u u=0
o' 00 j E YI|Y,
p& —o0 +oo ajlo 0 v =0
EYI|Y,_; =pa.s. *
3.7 3.8
E Yz‘ij COV YZ Yzfj
E Y,|Y,]- cov Y, Y,
5
fOlO w 0 v
smoothed kernel estimator
T-1
7O w0 :212 L1 T 2% p5s'" 00e™
n T
w€&E —wmw 4.5
3 fwuwv Y,
2 1 < o
auavf w u v o :ﬂj;{mcov Y, Y, je”=h o
h w Lo & MacKinlay 1988

h w

Bierens 1982 Stinchcombe & White 1998

E Y, #0

E Y, I, =0a.s. 7>0 E Y, Y,
=0a.s. i>0 E Y,|Y,_; =0a.s.

()
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1-1j] T'? k
Jj p=p T bandwidth
. o; . . . .
6]-10070 415;4—7)“:0 ciuv =¢; uv —¢; ule; 0v
1 = Y, +ivY,
A‘ _ 1u 10 —1j1 — + + —
Q; u v 7T_‘j|t:\zj;+1e j=0 £1 + T-1.
ko Bartlett
Ez = 1—-12z111zI1<1 4.6
1- indicator function Parzen
J17622+6|z\3 if | 21<C0.5
z 21—\z| 3 if0.5<| 2 I<1. 4.7
0 otherwise
FO10 0 o
foomw()v Ez%raolo()v w€ -7 4.8
~010 _1-10 B
So w0 v = 5,90 0 v w € T 4.9
Hong & Lee 2002 FOLY %00 5" w0 w
L, .
M, p =— jp T—]JIA 00 12dW o —C, p
N/Dl p j=1
4.10
W R—>R’
) T-1 |
C,p = kszfE Y, - YJWH 12dW o
i=1 Ji=j+1
-2 12
Dy p =22,208j p KL p
i=1 =1
1 S - - . 2
T 2 YT Y ey o e
X dW v dW o’
r
bov=eV-90 v ¢ =T 1> e T—o0

p=p T =
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M, p =NOT.

Hausman 1978 6
M, p N O1 upper-tailed
critical values 5% 1.645 7
w
N 0 1 centering factor C, p
scaling factor D; p FOre 0 v

+010
Jo w 0 v

M, p
M, »p FO10 0 v
f'(] 10 w O v
3.7 3.8
M, p
M, p
M, »p
k
M, p
Box & Pierre 1970
M, p
6 Hong & Lee 2002 Y, [,
é, f:] étzyzig I 0 g 0
M, p
M, p
7 N O 1 M, p

M, p
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My p
My p
data generating processes DGP
DGP 1 i.i.d. 01 Y, = ¢
(Y, = hl%,
DGP 2 ARCH 1 < 5
Lh, = 0.43+0.57Y"_,
g, N 01
Y, DGP 1
DGP 2
Hong 1999 4
M, p S - Skzj p T—jJIz}.lo 0v 12dW v —C, p
VD, p o !

4.11

. T-1
Cz p = S‘zj |8‘(] u — v |2C1W v ZIQZ ] P
j=1

T-2
D, p :2.§4ﬂ log v o 12dW v dW o Z/e4j b
j=1

SZZTflzT) Y,-Y? T’:T”i Y,
t=1 t=1
M, p >N 01 DGP 1
Cy p D, p
M, p
My p My p
D - N
Bartlett Parzen
b
Hong & Lee 2002
plug-in method Do
10T 3 p
¢ b
pE 4.78 47.82 T =500 pE 5.49 54.93

T GAUSS Windows

DGP 2
DGP 2

N 0 1
4.6 4.7

p= Tl 5
data-driven
E p—
c=12
T =250

-

10
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1000
5 6 10% 5% 1%
M, p M, p DGP 1 M, po
M, po c c=1 2 Bartlett Parzen
DGP 2 M, o
MZ b(]
5 T=250
DGP1 i.i.d. 01 DGP2 ARCH 1
c Bartlett Kernel Parzen Kernel Bartlett Kernel Parzen Kernel
1 5 10 1 5 10 1 5 10 1 5 10
1 4.2 89 12.6 4.0 8.8 12.0 2.4 6.5 10.2 2.4 6.6 10.1
2 33 6.8 11.4 4.2 7.9 11.5 2.3 5.3 9.6 2.1 6.0 9.6
3 32 6.6 10.5 3.4 6.8 10.6 2.2 4.7 8.1 2.3 5.2 9.1
4 2.4 6.5 9.8 3.2 6.6 10.1 2.0 3.8 7.3 2.1 4.8 8.5
5 1.5 6.5 8§.8 3.0 6.3 10.3 1.7 3.5 6.7 2.2 4.7 8.3
M 6 1.5 5.9 8.9 2.9 6.2 10.0 1.5 3.2 6.5 2.1 4.2 7.5
7 1.2 5.1 9.1 2.7 6.3 9.5 1.2 3.3 6.6 2.1 3.9 7.3
8§ 1.2 4.7 8.3 2.0 6.2 9.1 1.2 3.3 5.6 2.0 3.7 7.1
9 1.1 4.5 8.0 2.0 6.4 9.2 1.0 3.2 5.4 1.9 3.6 6.8
10 1.1 4.2 7.5 1.7 6.3 9.0 1.1 2.8 5.3 1.9 3.5 6.6
1 45 95 12.3 4.3 9.2 12.1 18.7 28.5 35.6 18.4 27.8 34.8
2 3.7 7.7 11.5 4.2 7.7 11.9 18.5 29.2 36.8 18.2 28.8 35.5
3 36 7.3 11.4 3.6 7.1 11.0 17.6 28.0 36.5 18.2 28.4 35.5
4 32 7.0 10.8 3.3 7.1 10.5 15.2 26.9 34.5 17.6 27.9 35.3
5 29 7.0 10.1 3.5 6.9 10.6 14.2 25,5 33.0 17.4 27.5 35.0
M2 6 2.6 7.1 10.8 3.3 6.8 11.0 12.8 23.8 31.6 16.2 27.4 35.0
7 2.4 7.2 103 3.4 7.0 10.4 12.2 23.3 30.1 14.8 26.3 34.4
§ 2.5 6.8 10.7 3.4 7.2 10.5 11.6 22.1 29.3 14.7 26.2 33.5
9 26 6.5 11.2 3.2 6.8 10.4 11.4 21.2 28.8 14.3 25.6 33.1
10 2.3 6.6 11.1 3.0 6.7 10.4 11.1 20.2 27.7 13.6 24.7 33.1

T=250 1000
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6 T =500
DGP1 i.i.d. 01 DGP2 ARCH 1
c Bartlett Kernel Parzen Kernel Bartlett Kernel Parzen Kernel
1 5 10 1 5 10 1 5 10 1 5 10
1 4.0 8.4 11.4 3.9 8.0 11.3 2.3 5.1 8.4 2.3 5.1 8.5
2 2.8 7.8 11.3 3.5 7.5 11.2 2.0 4.6 8.0 2.1 5.0 7.6
3 24 7.0 11.3 2.7 7.3 10.8 1.7 4.7 8.3 1.8 4.6 7.6
4 2.4 5.9 9.6 2.4 6.9 11.2 1.4 4.8 7.8 1.8 4.2 7.7
. 5 2.5 5.5 9.0 2.4 6.3 10.9 1.5 4.1 7.5 1.7 4.1 7.9
6 2.4 5.6 8.1 2.5 6.2 10.3 1.3 3.9 7.4 1.7 4.5 7.8
7 2.4 5.7 8.0 2.2 6.3 9.3 1.2 3.8 7.0 1.5 4.8 8.0
8§ 2.2 5.9 7.9 2.1 6.0 9.2 1.1 3.9 6.8 1.5 5.1 7.9
9 1.9 5.7 8.5 2.1 5.6 8.6 1.1 3.6 6.7 1.4 4.8 7.7
10 2.0 5.6 8.6 2.2 5.3 8.5 1.0 3.5 6.7 1.4 4.6 7.5
1 4.1 87 11.3 4.1 8.2 11.0 17.1 29.5 38.0 16.6 28.2 36.8
2 3.3 83 11.4 3.5 7.7 11.0 18.7 31.1 37.4 17.0 30.3 37.7
3 25 7.0 11.7 3.0 7.7 10.9 17.7 28.8 37.8 17.7 30.8 36.7
4 2.9 6.5 10.5 2.7 7.1 11.4 17.0 27.1 35.2 18.1 29.6 36.6
M2 5 2.8 6.5 9.7 2.6 6.6 11.6 16.0 25.7 34.2 17.9 28.7 36.5
6 2.5 6.4 9.9 2.4 6.5 11.3 14.6 25.1 32.8 17.7 28.1 36.7
7 2.6 6.3 9.7 2.3 6.5 10.4 13.9 24.6 31.9 17.5 27.2 35.5
8§ 2.7 6.6 9.4 2.3 6.5 9.8 13.1 23.3 31.6 17.1 26.8 35.4
9 2.6 6.6 9.7 2.4 6.3 9.4 12.9 22.0 30.7 16.7 26.6 34.6
10 2.5 6.6 10.2 2.2 6.2 8.9 12.4 20.8 30.2 16.5 26.0 34.2
T =500 1000
1990 12 2002 10 8
CSMAR
WISe 8
A B 180
A B
180 30 1996
7 1 1990 1992 8
2002 10 31 1 4 8
A B
A B B

1996 12 16
1996 12 16 1995 1
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1 A T+1 1996 12
16 10% B
199 1 B
B
7
1996 12 16
A
B
7
A 20021101
19901219 2926 0.093 2.979 5.754 129.162
A 19901219 2927 0.094 3.106 5.771 127.714
B 19920221 2630 0.001 2.363 0.388 7.858
180 19960701 1528 0.024 1.853 0.067 8.599
19910703 2806 0.066 2.656 0.814 17.071
A 19921004 2458 0.020 2.623 0.970 18.651
B 19921006 2411 0.014 2.431 0.366 9.618
19910403 2885 0.039 2.537 0.523 17.437
B 19961213
19901219 1514 0.159 3.796 5.370 93.936
A 19901219 1514 0.162 3.986 5.273 90.406
B 19920221 1217 —0.052 1.920 0.588 14.329
180 19960701 115 0.304 2.694 0.330 3.815
19910703 1392 0.132 3.258 0.985 14.052
A 19921004 1044 0.046 3.371 1.226 14.808
B 19921006 1010 0.005 1.918 0.319 24.975
19910403 1514 0.159 3.796 5.370 93.936
C 19961216—20021101
19961216 1414 0.029 1.689 -0.283 9.458
A 19961216 1414 0.029 1.697 —0.302 9.544
B 19961216 1414 0.054 2.673 0.316 5.493
180 19961216 1414 0.008 1.745 0.080 9.067
19961216 1414 0.008 1.861 -0.577 9.073
A 19961216 1414 0.008 1.870 —0.600 9.126
B 19961216 1414 0.028 2.716 0.402 5.939
19961216 1414 —-0.015 1.881 -0.213 8.330
1 1
2 1996 12 16 10% 1992 5
21 616.64 1265.79 105% 72%
1.364 21.078
CSMAR WISe 2002
CSMAR 2002 WISe
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A-Share Index (SH)
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B
B
1 4
B A
A
A
1992 5 21 105 %
72% 8
5
M, ]30 c
i; ]3:6‘ 107 12 M, f)()
c NO1
10% 5% 1% upper-tailed 1.28 1.65 2.33
M; po
5 180 c<5 5%
1996 12 16
109%
6 M;  po A
180 1% c
180 1996 12 16
115 180

8 1992 5 21
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. 28
of < SSE Composite (SZ) 2.6 < A-share Index (SH)
24r .
5T 20t <= A-share Index (SZ)
4 27
=~ SSE Composite (SH) 1.8
3r T b - -
_________________ 1.6
2 i 14 F
1 2 4 6 8 10 L2 2 4 6 8 10
10
25 .
< Constituent Index (SZ)
20 81
< B-share Index (SH)
15 6r
10[ <~ B-share Index (SZ) 4r
5t 2
b e e e e e = 180 Index (SH)
0 2 4 6 8 0 ° 2 4 6 8 10
1 2002
2 10% 5% 1%
1. 28 1. 65 2. 33
3 180 6 5%
5
7 Ml ])0 C 5 %
8 A 180
C
M po
long-run
mean reverting
1990 12

1997
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5
45 <= SSE Composite (SZ) 250 T T el A—shar_e Iﬂdix (SH) |
4 2}
35 s e — =T
3 ~ SSE Composite (SH) '
QS ————— = osh < A-share Index (SZ)
2
15 0
. . . . -05
1 2 4 6 8 10 2 4 6 8 10
8
20
<~ B-share Index (SH) 6 W
15[
4 -
10 P
<~ B-share Index (SZ)
5T O < 180 Index (SH)
b e = . 5 ) . _ _
U 4 6 8 10 2 4 6 8 10
1 1996 12 13
2 10% 5% 1%
1.28 1.65 2. 33
3001% c A 180
180 115
6
B
6 7 A 180
n 9
M, po
A B B

9 180 M, po
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2.5 25

2 SSE Composite (SH) —~ 27 A-share Index (SH)—>

< SSE Composite (SZ) < A-share Index (SZ)

15[
L 4 6 8 17 4 6 8 10
10 35
~ 180 Index (SH)
8 3r
~ B-share Index (SZ
share Index (SZ) 25

6 < B-share Index (SH)

2
L T=C = Constituent Index (S7).
15F
0 > X : X 1 ! ' ! X
2 4 6 8 10 2 4 6 8 10
1 1996 12 16 2002 11 1
2 10% 5% 1%
1. 28 1. 65 2. 33
3 5% c 8
7
5— 7 B M, Do
A A B
B A
10 1992 B B
2001 2 B B
A B A
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A
B
1 “ " 1997 9 13—17
2 “ »
1999
3 “ " 2002 1 2 249—268
4 “ , 2001 12 43—
46
5 By 1996
6 “ " 1995 4 107—113
7 “ " 1994 8 44—47
8 “ ! 1996 4 13—19
9 “ " 1994 9 43—50
10 “ " 2003 1 54—61
11 " ——ARMA-ARCH-M "
2000 5 19—28
12 “ " 2001 3 34—40
13 Bierens H. “ Consistent Model Specification Tests” Journal of Econometrics 1982 20 105—134.
14 Box E. and D. Pierre “ Distribution of Residual Autocorrelations in Autoregressive-Integrated Moving
Average Time Series Models”  Journal of the American Statistical Association 1970 65 1509—
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Has Chinese Stock Market Become Efficient
—Evidence from a New Approach
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Abstract Using a new statistical procedure suitable to test the efficient market hypothesis in presence of
volatility clustering and normality we find significant evidence against the weak form of efficient market hy-
pothesis for both Shanghai and Shenzhen stock markets although they have become more efficient at the later
stage. We also find that Share A markets are more efficient than Share B markets but there is no clear evi-
dence on which stock exchanges market Shanghai or Shenzhen is more efficient. These findings are robust to
volatility clustering a key feature of high-frequency financial time series. They have important implications on
predictability of stock returns and on efficacy of capital asset pricing and allocation in Chinese economy.
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