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Interrelation Analysis of the Bonds Market’s Internal Structure and Stock Market

Chen Shoudong, Chen Lei, Cai Yuan

(Quantitative Economic Research Center, Business Sdhool of Jilin University,Changchun,130012, China)

Abstract: Bonds market and stock market are two important sub markets of capital market, they have different
investment characteristic and different function on economy. These two markets’ own structure, interrelation and
whether the development of two markets is balanced not only restrict their own development, but also influence the
efficiency level of financing and allocating of funds. We make quantitative analysis of the segmentation level of our
national bonds market and the interrelation of two markets. At the same time, this paper tests the material effect of
a series of reforms that are implemented since 2002. This paper portrays conditional second moment character of
error term with GARCH (p , g ) model and catches conditional heteroskedasticity in  series of return rate. We will
analyze short-term dependence and interaction with volatility-overflow effect model of different markets, then find
equilibrium relationship among multiple nonstationary variables with co-integration model, and set up error
correction model to study whether two markets’ indexes return rate are influenced by the common error correction
process and whether indexes have common trend in the long-term equilibrium recovery. At last, this paper makes
policy suggestions on the basis of analysis.

Key words: Bonds Market; Stock Market; Structure analysis
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