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Analysis of the Conditional Volatilities and Regime Switching in the Stock
Returns of China’s Stock Markets

LIU Jin-quan, LIU Zhi-gang, CHEN Zhao-xu

(Quantitative Research Center of Economics in Jilin University, Changchun 130012)

Abstract: By using the stochastic volatility models, we find that there are significant evidences showing the
existences of regimes switching both in the variances and conditional variance in the stock return series for
Shanghai Stock Market. This finding is supporting the suggestions that there are both steady running stages and
dynamic changing stage in the stock return and market risk. It means that macroeconomic control has impact on
the stock market, and the stock market has played the feedback roles on economic growth.

Key words: stock returns; conditional volatility; regimes switching; transition probability
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