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Asymmetric volatility spillovers between Bond and Stock Markets in
China and the US

——From the financial crisis to the COVID-19

Liu Yajie, Xie Chi
(Business School, HUNAN University, Changsha 410082, China)

Abstract: Based on the generalized spillover index which is based on the generalized predictive error
variance decomposition, this paper empirically analyzes the volatility spillover effects between the stock
market and the bond market in China and the United States from January 2007 to February 2021. The
empirical study found that the volatility spillover degree of each market is large. And the total spillover

value is between 13% and 78%, the overall risk linkage of the market is strong. There are asymmetrical
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spillover effects of different degrees between the stock and bond markets in China and the United
States. The asymmetry is related to the market sentiment and changes over time. The research in this
paper provides some experience for the supervision and prevention of systemic financial risks, and the
regulatory authorities should prevent the cross-market volatility spillover and promote the stable
development of the financial system.

Keywords: Bond market; Stock market; Volatility spillovers; Asymmetric effect; Generalized spillover

index
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