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The Impact of International Capital Flows on China Stock Market

DING Zhi - guo ZHAO Xuan —kai ZHAO Jing
( Quantitative Research Center for Economics Jilin University Changchun 130012 China)

Abstract: Resisting the impact of international financial risk is the key strategy for domestic financial stability. The in—
ternational capital flows information transmission and investors” sentiment could result in clearly abnormal volatility in
domestic stock market of different countries. In this article we analyze the risk transmission path among the US stock
market exchange market and domestic stock market employing the Multivariate GARCH ( BEKK) model which is
helpful to justifying whether the international capital and exchange rates fluctuations would negatively affect domestic fi—
nancial market. At last we come to several main conclusions as follows: 1) the magnitude of the risk in the exchange
market is much lower than that in the stock market; 2) there is evidently significant “Spillover Effect” between the US
stock market and the exchange market as well as between the exchange market and domestic stock market which suggests
that the international capital flows is one of the important paths which the foreign financial risk impacts domestic stock
market.
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