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Abstract

Oil, as an important strategic material, plays an important role in the growth of the
world economy. Throughout the history of fluctuations in oil prices, there exists an
interactive relationship between oil market and the world economy, financial system.
Since China has become the world's second-largest oil consumer, oil price fluctuations
inevitably do affect Chinese economy. As a very important component of the financial
market, Chinese stock market also will be affected by oil shocks.

In this context, this article uses the Copula function to analysis of the mutual
relations between the Chinese stock market and oil markets, including the domestic and
international oil markets. The Copula function can be used to describe the dependence
structure between variables, including nonlinearity, tail dependence and asymmetry.

First, this paper analyzes the interaction between oil markets and the overall
Chinese stock market. The results show that before the global financial crisis, both of
these two oil markets do not have a significant correlation with the stock market. But
after crisis, the correlation between the international oil market and the stock market
is significant. The dependence structure is symmetric. The relationship between the
domestic oil market and the stock market has a similar structure. But the Kendall rank
correlation coefficient proves that the domestic oil market has a higher degree of the
correlation with the stock market. Second, the paper discusses the relationship on the
industry level, finding that before the crisis the oil markets only have a negative
correlation with three industrial indexes, all the rest being insignificant. After the
crisis, there exists a significant and positive correlation between the international oil
market and half of 14 industrial indexes. The domestic oil stock market is
significantly and positively correlated with all the stock indices. Finally, this paper

makes a conclusion and puts forward some investment advice.
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