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Abstract

This study examines volatility transmission correlation between Taiwan' s electric
stocks and U.S’s NASDAQ with eectronic, integrated circuit(IC), optoelectronics,
communication, PCB and software categories by using bi-variate EGARCH model and
GJR model. We furthermore separately explore the spill-over volatility and asymmetric
effect. The empirical results are as follows

1. The conditional retun variance of electronic sectors in both Taiwan and
NASDAQ have been significantly affected by one-period ahead the conditional
variance and residual sgquare which shows a significant GARCH effect, i.e. a
larger one-period ahead volatility followed a current- period larger voldtility.

2. As for the return spillover effect, the communication and PCB sectors are the
only one category to show one-way NASDAQ to Taiwan effect. Never the less,
the other four sets shows two-way return spillover effects.

3. For the volatility transmission effect, two-way effect exists in electronic and I1C
sectors between Taiwan and NASDAQ. Optoelectronics, communication and
PCB sectors shows only one-way NASDAQ-led effect. However, NASDAQ
overwhelmingly presents asymmetric volatility effect on al sets of Taiwan. 4.
Empirical result also shows that a asymmetric effect exists between NASDAQ
and all sectors with an exception of software industry sector.

4. We aso found that the bi-variant GJR model shows the best fitting capacity
among al model.

Keywords Multivariate EGARCH Model, Spill-over Volatility, Asymmetry.
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