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Spillover Effect between Chinese Stock Index Futures Market and the
Stock Market

Abstract :This paper investigates the linkage effect between Chinese stock index futures market and stock markets after the
introduction of HS300 Stock Index futures on April 16, 2010. In this paper, we study the dynamic relationship and spillover
effect between these two markets, using VECM-DCC-VARMA-GARCH Model. The empirical results show that there is
mean spillover effect from stock index futures market to stock market, and mutual volatility spillover effect between the two
markets. Moreover, the volatility spillover effect from stock market to stock index futures market is stronger than that from
stock index futures market to stock market.The introduction of Stock Index futures decreases the market volatility, and helps

stabilize the underlying stock market.
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