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The Effect of International Financial Markets Volatility to Inter-bank
Offered Rate in China

Abstract: In this paper, we have an empirical research on the effect of international financial markets to
inter-bank offered rate in China using VAR model, TARCH model and Markov regime switching model
based on the data of SHIBOR and LIBOR. We find that LIBOR is a Granger cause to the change of
SHIBOR. The effect of LIBOR to SHIBOR is asymmetric. There are three regimes in the volatility of
SHIBOR. The effect of LIBOR to SHIBOR changes with the change of regimes, and the effect has
nonlinear characteristic.
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