A THESI S FOR THE DEGREE OF MASTER OF

BUSI

I NSTI TUTE OF FI NANCI AL MANAGEMENT

NAN HUA UNI VERSITY

AN
AN EMPIRICAL STUDY OF THE RELATIONSHIR BETWEEN

A

/ \
MONET/QK?Y PRICE-VOLUME FACTORSAND ST¢ FK INDEX

|

ADVISOR PH.D.JNG-YI LAI
PH.D. CHING-JUN HSU

GRADUATE STUDENT CHIA-HSIN HSIEH



h E X £
B+ 2w X

B B E B R

f 4 35 B SRR A S B B 2 3T
AEA T H R K
AR L E

oRER

oXBH PERRAA+—FAH—8



1995
(

(

(

)

)

)

Johansen

(VAR)

2001
Johansen

VAR

(M1B)

(M1B)



Titleof Thesis An Empirical Study of the Relationship between Monetary Price-Volume
Factors and Stock Index

Name of Institute Institute of Financial Management, Nan Hua University

Graduatedate July 2003 Degree Conferred M.B.A.

Name of student  Chia-Hsin Hsieh Advisor Ph.D.JingYi Lai
Ph.D. Ching-Jun Hsu

Abstract

The study investigates the longterm interrelationships between stock index and
monetary factors, by the cointegration analysis. Vector Autoregression (VAR) is first
estimated, from which yields forecast error variance decomposition and impulse response
function to captures their dynamic characteristics.

This paper uses monthly data from 1995 to 2001. The empirical results indicate:

(1) By Johansen's estimation method, it is found that stock index has no stable long-term
relationship with monetary variables.

(2) According to its forecast error variance decomposition from the VAR model, we find
that M1B has a closer short-term dynamic relationship with the monetary variables of
concern.

(3 Based on impulse response function, we conclude that a short-term change in the
money supply has a positive effect on stock index returns, and over-night rate has a
negative effect on stock index returns.

Keywords Vector Autoregressive Model, Impulse Response function, Forecast Error
Variance Decomposition
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RBON RBON
( ) 1 12 99.95%
91.32%
3% 284% 0.21%
4.82%
()
4-15 ( )
4-16 ( ) 417
( )
4-15 1
100%
12



4-15

(%)

RBA RM 1B RBON LIP RCPI
1 100.0000 0.0000 0.0000 0.0000 0.0000
2 97.1730 1.9087 0.0069 0.0003 0.9109
3 97.0366 1.9474 0.0158 0.0247 0.9752
4 96.9470 1.9640 0.0170 0.0379 1.0340
5 96.9357 1.9663 0.0176 0.0381 1.0421
6 96.9304 1.9662 0.0180 0.0410 1.0441
7 96.9295 1.9661 0.0181 0.0412 1.0448
8 96.9287 1.9663 0.0182 0.0418 1.0448
9 96.9285 1.9663 0.0182 0.0419 1.0449
10 96.9283 1.9664 0.0183 0.0420 1.0449
11 96.9282 1.9664 0.0183 0.0420 1.0449
12 96.9282 1.9664 0.0183 0.0420 1.0449
RBA RBA
4-16 (
(%)
RBA RM 1B RBON LIP RCPI
1 16.5920 83.4079 0.0000 0.0000 0.0000
2 20.5975 70.6046 2.0846 4.9884 1.7247
3 20.1902 68.7385 2.7344 6.5285 1.8081
4 19.7625 67.3945 3.0613 8.0023 1.7792
5 19.5712 66.7642 3.1851 8.6476 1.8316
6 19.4695 66.4353 3.2388 9.0089 1.8473
7 19.4270 66.2738 3.2607 9.1750 1.8632
8 19.4071 66.1948 3.2703 9.2575 1.8701
9 19.3983 66.1569 3.2744 9.2960 1.8742
10 19.3942 66.1387 3.2763 9.3144 1.8761
11 19.3924 66.1302 3.2771 9.3231 1.8770
12 19.3915 66.1261 3.2775 9.3271 1.8775
RM1B RM1B
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4-17

(%)

RBA RM 1B RBON LIP RCPI
1 0.3570 0.1085 99.5343 0.0000 0.0000
2 0.9026 2.1539 92.9602 0.5063 3.4678
3 2.4984 2.6688 90.7366 0.5077 3.5882
4 2.4988 2.6724 90.5258 0.6329 3.6699
5 25177 2.6726 90.4763 0.6455 3.6877
6 25195 2.6758 90.4438 0.6740 3.6867
7 25192 2.6778 90.4319 0.6820 3.6888
8 25200 26803004225 0.6883 3.6885
9 25203~ 2.6816 90.4183>-.  0.6908 3.6888
10 2/52'0é 2.6824 904158  10.6922 3.6888
11 /25207 26827 90.4147 6.%9%8 3.6888
12 // 25208 2.6829 90.4141 o.eng 3.6889

RBON RBON “f\

96.93% 1.97%
I
I\ 0.02% /|
\~ /
\
\1\‘;”* 1.02% ///
S, .02% A
\\:'- P
“Q}RH P g
""-\x\“ ~
4-16 1 83.41%
16.59% 12
66.13%
20% 9.33%
3.28%
4-17 1 12



(

)

4-19

4-20

99.53%

4-18

4-19

16.85%

20%

90.85%

90.41%
3% 2.68% 2.52%
3.69%
( )
( ) 4-20
( )
4-18
100%
12
93.13% 5.86%
0.76% 0.21% 0.04%
1 83.15%
12
67.83%
19.20% 7.70%
3.88% 1.38%
1 12 98.89%
3% 2.59% 1.44%

4.08%
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4-18

(%)

REL RM1B RBON LIP RCPI
1 100.0000 0.0000 0.0000 0.0000 0.0000
2 94.3549 4.7230 0.1697 0.0155 0.7367
3 93.3256 5.7111 0.1928 0.0218 0.7485
4 93.1740 5.8399 0.2046 0.0261 0.7551
5 93.1500 5.8540 0.2097 0.0312 0.7548
6 93.1426 5.8537 0.2122 0.0365 0.7547
7 93.1382 5.8536 0.2133 0.0397 0.7548
8 93.1352 5.8542 0.2139 0.0416 0.7549
9 93.1334 5.8547 0.2141 0.0426 0.7549
10 93.1324 5.8551 0.2142 0.0431 0.7550
11 93.1319 5.8553 0.2143 0.0434 0.7550
12 93.1316 5.8554 0.2143 0.0435 0.7550
REL REL

4-19 (

(%)

REL RM1B RBON LIP RCPI
1 16.8549 83.1450 0.0000 0.0000 0.0000
2 19.3271 72.7097 25890 41790 1.1950
3 19.9703 70.0476 3.3118 5.3349 1.3353
4 19.6717 68.7779 3.6480 6.5932 1.3001
5 19.4769 68.2693 3.7839 7.1167 1.3529
6 19.3410 68.0308 3.8413 7.4264 1.3602
7 19.2707 67.9263 3.8652 7.5661 1.3715
8 19.2339 67.8779 3.8754 7.6370 1.3756
9 19.2160 67.8559 3.8798 7.6698 1.3783
10 19.2073 67.8457 3.8817 7.6856 1.3794
11 19.2032 67.8410 3.8826 7.6929 1.3801
12 19.2012 67.8389 3.8830 7.6963 1.3804
RM1B RM1B
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4-20

(%)

REL RM1B RBON LIA RCPI
1 0.7822 0.3262 98.8915 0.0000 0.0000
2 0.7788 1.7681 92.7440 0.8566 3.8522
3 1.3983 2.5738 91.1145 0.9011 4.0120
4 1.4204 2.5767 90.9309 0.9986 4.0731
5 1.4393 2.5788 90.8934 1.0049 4.0833
6 1.4395 2.5819 90.8714 1.0244 4.0825
7 1.4397 2.5842 90.8626 1.0300 4.0833
8 1.4395 2.5869 90.8558 1.0344 4.0831
9 1.4395 2.5884 90.8525 1.0361 4.0832
10 1.4395 2.5894 90.8507 1.0371 4.0831
11 1.4395 2.5898 90.8498 1.0376 4.0831
12 1.4395 2.5901 90.8493 1.0378 4.0831
RBON RBON
()
(
) (
20%
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