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Abstract

The primary aim of this paper is to investigate the sensitivity of Chinese
industry equity returns to oil price shocks. We use the two factor pricing model to
examine the effect of oil price changes on realized stock index returns with beta risk
controlled for 21 Chinese industries. The sample period covers December 2002 to
February 2009 with weekly frequency. The industry that has a statistically significant
positive return sensitivity to the oil price factor is Mining. Conversely, the industries
that have a statistically significant negative sensitivity to the oil price factor are
Agriculture, Real estate, Textile and Apparel, and Petrochemical. Furthermore,
analysis demonstrates that oil price increases and decreases have an asymmetric

impact on the equity markets.

Keywords: International petroleum price, Industry stock performance, Two factor

pricing model.
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t-Statistic Prob.

ADF %3+ & -0.5252 0.9820
e B 1% level -3.9880

5% level -3.4244

10% level -3.1353
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t-Statistic Prob.

ADF %2t & -18.0633 0.0000
fRdt 1% level -3.9881

5% level -3.4245

10% level -3.1353
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2z R A LA A kAt Rt

Industry Mean Med Max Min SD Skewness Kurtosis Correlations
Market Oil

%ﬁ;#{}'@ 0.0004 0.0035 0.1926 -0.1827 0.0030 1.3279 -0.0029 0.8621 -0.0583
Agriculture
. 0.0039 0.0028 0.2604 -0.3055 0.0035 4.3468 -0.2536 0.7906 0.1967
Mining

0.0015 0.0047 0.1453 -0.1633 0.0025 1.5764 -0.2756 0.9935 0.0038
Manufact.
S =

o .#7} 0.0001 0.0012 0.1536 -0.2043 0.0028 2.5730 -0.5526 0.9214 0.0076

Utilities
ER¥

0.0006 0.0017 0.1751 -0.1979 0.0032 0.9504 -0.2361 0.8957 -0.0132
Construct.
TS A B
kﬁﬂgl“’ 0.0013 0.0027 0.1379 -0.1522 0.0025 1.7826 -0.4114 0.9189 0.0112
Transport.
7o i
T 0.0007 0.0012 0.1578 -0.1973 0.0027 1.7682  -0.4071 0.8864 0.0387
RET G
W & R 0.0022 0.0027 0.2155 -0.1508 0.0026 1.9524  0.1267 0.8728 0.0201
& i
Financ 0.0004 -0.0002 0.2692 -0.2199 0.0037 2.0502  0.1244 0.7851 0.0088
S8 A ¥

0.0028 © 0.0031 0.1842 -0.2426 0.0032 1.8556 -0.3612 0.7844 -0.0540
Real Est.
. B
%”g.mjz‘ 0.0004 -0.0003 0.1904 -0.1906 0.0029 1.8053 -0.2270 0.8756 0.0114
Social Ser.
B
Media 0.0001 0.0029 0.2140 -0.2698 0.0040 1.3569 -0.3996 0.7382 0.0125
b S A

0.0030 0.0017 0.1483 -0.1501 0.0026 1.5569  0.0067 0.8490 0.0152
Food&Bev.

R
r -0.0009 0.0023 0.1505 -0.1770 0.0028 1.9750 -0.4011 0.9180 -0.0137

Tex.&App.
1} O 2
. -0.0028 0.0023 0.2079 -0.1824 0.0038 0.5707 -0.1275 0.6936 -0.0109
Tim.&Fur.
g AR

. -0.0006 -0.0009 0.1964 -0.2016 0.0028 2.3144 -0.2243 0.9042 0.0221
Pap.&Pri.

BETE
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Industry Mean  Med Max Min SD Skewness Kurtosis Correlations
Market Oil

F b5y
Petro 0.0018 0.0033 0.1194 -0.1629 0.0025 1.7050 -0.5216 0.8971 -0.0236
- =
e -0.0017 0.0029 0.1958 -0.1766 0.0030 1.6328 -0.1669 0.9164 0.0005
Electron.
£htk 0.0021 0.0007 0.1663 -0.1881 0.0028 2.0675 -0.3096 0.9475 0.0396
M & N_M . . . =V. . . =V. . .

cop
ﬁﬁﬁg"f‘% 0.0014 0.0016 0.1956 -0.1662 0.0028 1.8924 -0.1356 0.9696 0.0007
Machinery

. 0.0021 0.0028 0.1598 -0.1443 0.0026 1.2957 -0.1356 0.9278 -0.0075
Pharmaceu.
A o 0.0013 0.0031 0.1543 -0.1648 0.0025 1.7978 -0.2965 1.0000 0.0127

Composite Index

BT

L 0.0016 0.0072 0.2205 -0.2852 0.0029 43672 -0.8084 0.0127 1.0000
Dubai oil price

£ % _?

i

%

[

2

*# 7 %+ Al-Mudhaf 22 Goodwin (1993) ~ Faff £ Brailsford (2000) - Nandh
2 Faff (2008)% 7 b 461 2 M E 4R pAR B 7 ¢ 2 - F3 (D B S 7
M R) T #03] 0 ¥ 4 * Nandh £ Faff (2008)*74% &) G355 B3 R0 § ¥ &
e WEAERRI BN FRA RBRED FHY RE AL R P25

dt R R R R B RRSFRY, AR, -E (R,) 5 RFRYF
LEHIE,(R,) ARAATA - WLTH D G RES I G Bl
W i€ * | 2tk #(coefficient of determination ; R) ° 2 S 18 #] T dic(adjusted
coefficient of determination ; R’) » iF % =3 feif B ikdp 0 Ra AR 7| OF &
AL o i H R R N T S BRI fe g R AR R PR 0 F @

T AIC# SBCH AL ¥ 8 @ ki3 Bt AIC 7% 3 8 k% k4 E (R, )2
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+

Ar YL TR B RS IHARER

-2

A R AIC SBC
AR(1) -0.0006 -0.0006 -3.1072 *-3.0951
AR(2) -0.0003 -0.0035 -3.1001 -3.0758
AR(3) 0.0220 0.0155 -3.1156 -3.0791
AR(4) 0.0393 0.0298 -3.1238 -3.0750
ARMA(1,1) 0.0114 0.0082 -3.1128 -3.0886
ARMA(1,2) 0.0263 0.0199 -3.1205 -3.0841
ARMA(1,3) 0.0352 0.0256 -3.1227 -3.0740
ARMA(1,4) 0.0410 0.0282 -3.1190 -3.0580
ARMA(2,1) 0.0217 0.0153 -3.1158 -3.0794
ARMA(2,2) 0.0274 0.0177 -3.1151 -3.0665
ARMA(2,3) 0.0322 0.0193 -3.1130 -3.0522
ARMA(2,4) 0.0413 0.0252 -3.1127 -3.0395
ARMA(3,1) 0.0376 0.0281 -3.1252 -3.0766
ARMA(3,2) 0.0382 0.0254 -3.1192 -3.0584
ARMA(3,3) 0.0411 0.0251 -3.1157 -3.0427
ARMA(3,4) *0.0968 *0.0787 *.3.1659 -3.0805
ARMA(4,1) 0.0410 0.0282 -3.1190 -3.0580
ARMA(4,2) 0.0482 0.0323 -3.1200 -3.0468
ARMA(4,3) 0.0473 0.0281 -3.1125 -3.0271
ARMA(4,4) 0.0518 0.0294 -3.1106 -3.0131

G ORRi R B

A E il A = o

B g (el Ry ATE N2 Bl
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[

Fd BELZFHER S AL REENE
BoAl 5 ARMAG, 4)» 11 AIC & 5 5 # 5040 2 43 55 > 5 2 4 #5 ARMAG, 4) & 7
AL WY B R T2 B Y 0 A 12 SBC 3 E R R 4 BAE
d 00 SBC Miw v gl ff - 4 R B3 Sl L 03] 130 AR(DS R
SBC % dp i M2 B i) o 247 3 & 12 AIC ,ppgﬁﬁyi&% . ¥
ARMAQ, HHA B3 E, (R, ) » T8 70 § #9655
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21 CFS RS ER

Industry a; Bi Vi R: DW

B R dcid 0.0242%**  (0.9522%%*%  .0.0775%* 0.7207 2.0036
Agriculture (0.0018) (0.0340) (0.0326)

B E 0.0294***  1.0415%%*  (0.2087%** 0.6475 1.9345
Mining (0.0024) (0.0453) (0.0433)

Wiz ¥ 0.0251**%  0.9466%** -0.0141 0.9585 0.6408%**
Manufact. (0.00006) (0.0113) (0.0108)

KTRF 0.0248***  (0.9828%** -0.0147 0.8350 1.8600
Utilities (0.0013) (0.0250) (0.0240)

ERE 0.0277**%  1.0767%** -0.0345 0.8361 1.7757
Construct. (0.0017) (0.0316) (0.0303)

@ﬁe?‘] ol 0.0231***  (.8739%** -0.0094 0.8368 1.8091
Transport. (0.0012) (0.0221) (0.0212)

L 0.0233***  (0.9069%** 0.0189 0.7706 1.9591
IT (0.0015) (0.0284) (0.0272)

HERL 0.0238***  (.8680%** 0.0024 0.7423 1.8824
W &R (0.0015) (0.0293) (0.0281)

£ g 0.0280%***  1.0962%** -0.0121 0.6032 2.3458
Financ. (0.0027) (0.0509) (0.0487)

S A ¥ 0.0267***  0.9510%**  -0.0858** 0.6166 1.8195
Real Est. (0.0023) (0.0430) (0.0412)

At € PRF% 0.0243***  (0.952]1%** -0.0096 0.7561 1.9168
Social Ser. (0.0016) (0.0310) (0.0297)

B 0.0270%***  1.1052%** 0.0119 0.5252 1.8733
Media (0.0032) (0.0601) (0.0576)

8 AR 0.0237**%  (.8331%** -0.0011 0.7121 1.9190
Food&Bev. (0.0016) (0.0304) (0.0291)

FEPRE 0.0235%**  0.9765%** -0.0402* 0.8316 1.7203
Tex.&App. (0.0013) (0.0252) (0.0241)

1t I8 0.0220***  0.9973%** -0.0256 0.4718 1.8512
Tim.&Fur. (0.0032) (0.0603) (0.0577)

i A e 0.0239***  (0.9827%** -0.0120 0.8029 1.7221
Pap.&Pri. (0.0015) (0.0279) (0.0267)

F bR 0.0229***  (.8425%** -0.0439* 0.7736 1.5555
Petro. (0.0014) (0.0261) (0.0250)
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*7 = FlF37 u% Al Gt 2% KEFT
Industry a; Bi i R’ DW
T F 0.0242%**  1.0359*** -0.0162 0.8254 1.5315
Electron (0.0014) (0.0273) (0.0262)
ERZEEE  0.0274%%%  1.0186%** 0.0247 0.8847 1.7469
M & N-M (0.0011) (0.0211) (0.0202)
A 0.0261***  0.9890*** -0.0142 0.9130 1.2845%**
Machinery (0.0009) (0.0175) (0.0168)
%5 B4 0.0244***  0.8967*** -0.0215 0.8264 1.5726
Pharmaceu. (0.0012) (0.0236) (0.0226)
iR,
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Industry a; B; Yui Vai Ho: v =7a R DW

B ki 0.0200***  (0.9631*** 0.0556 -0.1882*** 0.2438** 0.7250 2.0187
Agriculture  (0.0025)  (0.0340)  (0.0643)  (0.0565)  (0.1020)

i E 0.0276%** 1.0459*** (0.2624***  (.1639** 0.0984 0.6469 1.9265
Mining (0.0034)  (0.0457)  (0.0864)  (0.0758)  (0.1369)

B ¥ 0.0247%** (0.9476%** -0.0009 -0.0252 0.0243 0.9584 ***(.6399
Manufact.  (0.0008)  (0.0114)  (0.0216)  (0.0189)  (0.0342)

KEFF 0.0220***  (0.9898%*** 0.0703  -0.0854** 0.1557** 0.8368 1.8722
Utilities (0.0019)  (0.0251)  (0.0475)  (0.0417)  (0.0753)

EAE 0.025***5  1.0823*** 0.0339  -0.0914* 0.1253 0.7926 1.7916
Construct.  (0.0024)  (0.0319)  (0.0602)  (0.0528)  (0.0954)

@ﬁ%?] £ ik 0.0231%** (.8738*** -0.0099 -0.0090 -0.0009 0.8362 1.8089
Transport.  (0.0017)  (0.0224)  (0.0423)  (0.0371)  (0.0670)

T 0.0218%**  (0,9107%** 0.0658 -0.0202 0.0859 0.7706 1.9563
IT (0.0021)  (0.0287)  (0.0541)  (0.0475)  (0.0858)

PEEE 0.0257*** (0.8630*** -0.0580 0.0527 -0.1106 0.7428 1.8654
W &R (0.0022)  (0.0296)  (0.0558)  (0.0490)  (0.0885)

& i 0.0333%** 1.0827***  -0.1774* 0.1256 -0.3029%* 0.6070 2.3081
Financ. (0.0038)  (0.0511)  (0.0966)  (0.0848)  (0.1530)

S A ¥ 0.0255%**  (0.9540%** -0.0497 -0.1159 0.0662 0.6157 1.8167
Real Est. 0.0032)  (0.0435)  (0.0821) (0.0721)  (0.1301)

Ak € PRTE 0.0244%** (.9520%** -0.0109 -0.0085 -0.0023 0.7553 1.9166
Social Ser.  (0.0023)  (0.0313)  (0.0592)  (0.0519)  (0.0938)

LA 0.0208*** 1.1210%*** 0.2047* -0.1486 0.3533* 0.5296 1.8948
Media (0.0045)  (0.0604) (0.1141)  (0.1002)  (0.1809)

a8 FeAr 0.0264*** (.8262%*** -0.0848 0.0686 -0.1534* 0.7138 1.9366
Food&Bev.  (0.0023)  (0.0305)  (0.0577)  (0.0507)  (0.0915)

"?T%‘« PREE 0.0209*** (.9833*** 0.0427 -0.1093%** 0.1519* 0.8332 1.7249
Tex.&App.  (0.0019)  (0.0253)  (0.0478)  (0.0420)  (0.0757)

* & 0.0180*** 1.0075%** 0.0985 -0.1290 0.2275 0.4728 1.8493
Tim&Fur.  (0.0045)  (0.0608) (0.1149)  (0.1008)  (0.1820)

g A B 0.0240%** (.9825%** -0.0142 -0.0102 -0.0039 0.8022 1.7220
Pap.&Pri.  (0.0021)  (0.0282)  (0.0533)  (0.0468)  (0.0845)

AR 0.0258*** (.8353*** _(,1322%** 0.0296 -0.1618%* 0.7760 1.5516
Petro. (0.0019)  (0.0262)  (0.0495)  (0.0435)  (0.0785)

RATT
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R AR TS KR T
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