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Abstract

As an important financial derivative, stock index futures plays an important role
in the information transmission between the spot and the futures markets. Volatility
spillovers between the futures market and the spot market has been a key topic of
academic research. Launched on April 16, 2010 on the China Financial Futures
Exchange, the CSI300 index futures gets the attention of investors. As the only
offshore index futures listed in the China's A-share market, the SGX FTSE Xinhua
China A50 index futures may have a great effect on the Chinese market.

Based on the background, this paper examines short-run information
transmission between the China and Singapore markets using the CSI300 index,
CSI300 index futures, A50 index and A50 index futures. First, a Fourier flexible
function is utilized to filter the intradaily periodic patterns of the high-frequency data.
This can avoid the bias in the parameter estimation. Second, univariate GARCH and
multivariate VAR DCC-GARCH models are used to test for volatility spillover effects
across these markets.

The empirical results show that some evidence of volatility spillovers across the
Chinese spot market, the Chinese futures market and the Singapore futrues market.
But the CSI 300 spot and futures markets lead the A50 futures markets in the
volatility transmission process. The results also indicate asymmetric shocks effects.
The investors in the Chinese spot and Singapore futrues markets are more sensitive to
the "bad news", and the Chinese futures market behavirs oppositely. In the terms of
the asymmetric basis effects on volatilities, the positive lagged basis has a significant
positive effect and the negative basis has a significant negative effect on the
volatilities of the Chinese spot and futures markets. While the Singapore futures

market does not exist "V" type structure.

Key Words: index futures; volatility spillovers; DCC-MVGARCH
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