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The Re-study of Volatility Spillovers
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- An Application of Bi - EGARCH
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ABSTRACT

This paper is to investigate the interdependence of stock returns and exchange rate change in Taiwan. By
using the conditional second moments of the distribution of stock returns and exchange rate changes, we
examine the linkages between stock returns and exchange rate changes. The empirical result shows that the
volatility spillover effect between stock returns and exchange rate changes do exist. The interactive
relationship is two-way. The volatility spillovers between stock returns and exchange rate changes are
asymmetric in nature. The impact of good news from stock returns on exchange rate changes is significant.
Finally, significantly negative correlation coefficient between the EGARCH filtered stock returns and exchange
rate changes indicates that there is a contemporaneous relationship between stock returns and exchange rate
changes.

Keywords: volatility spillovers, asymmetry, bivariate-EGARCH



