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On Analysis of the Volatility of Chinese
Stock Market Based on GARCH Model

JIANG Xiang-cheng, XIONG Ya-min

School of Business, Hohai University, Nanjing 211100, China

Abstract: With the Shanghai Composite index and Shenzhen Component index as the investigated subjects,
researches have been done in this paper by choosing the daily rate of return as the research data which cov-
ers from December 16, 1996 to May 19, 2015. These date has been used to establish GARCH model,
TARCH model and EGARCH model. Then the empirical analysis about the volatility of Chinese stock
market has been conducted. The result shows that the better model, which is capable of fitting the series
of volatile daily return in Shenzhen and Shanghai, is the EGARCH model. At the same time, we can find
the obvious asymmetry in stock market that the investors’ reaction to good news is less than to the same
degree of bad news.

Key words: volatility of daily yield; GARCH models; ARCH Effects; asymmetry
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