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Financial Liberalization of China :
from Segmented Market to Integrated Mar ket

Abstract : In order to trace the time-varying correlations between security mar-
kets, this paper applies the asymmetrical Multivariate GARCH (M-GARCH)
model and introduces the Dynamic Conditional Correlation (DCC) method of Engle
(2002) . Based on the financial liberalization index of China, this paper finds that
with the gradual financial liberalization policy, the dynamic linkages of eight mar-
kets, that is, China, U.S , U. K , Germany, France, Japan, Sngapore and
Hong Kong, tend to increase over time Empirical results show that Chinese equity
market has tended towards theincreasngly close global integrationfrom initial seg-
mented status during 1991 2008
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