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A Study on the Cross—Strait Economic and Trade Relations from the
Perspective of Stock Market Linkage

Tang Lizhi Liu Tangyong

Abstract: As a barometer of the economy the stock market can reflect the economic situation and the change of the
linkage characteristics of the stock market can embody the change of the intensity of economic and trade dependence. Based
on the data from 1993 to 2017 this paper makes a multi—angle and dynamic analysis of the linkage between Shanghai and
Taiwan stock markets. The empirical results show that there is a certain linkage between the two sides of the stock market
but is different in different periods. In 1993 to 2008 the cross—Strait stock markets showed weak correlation during which
there had been a number of shocks. However the correlation between the two sides of the stock market has been rising since
2008 especially during the years of 2010-2014 showing a strong linkage. But since 2014  the linkage has declined. Based
on the analysis of the trade and investment data the paper finds that the change characteristics of the cross—Strait stock
market linkage are basically consistent with the trend of the cross—Strait investment and trade. This means that the linkage
can from one side reflect the strength of their economic and trade dependence and help to analyze the historical changes
of their economic and trade relations.
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