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Abstract

With the globalization of international economic and financial systems, risks are
globalizing. While enjoying the benefits of globalization, every country and region is
facing tremendous challenges arisen from successive financial crises. With the
tightening connection of different countries and regions, financial crises do not shock
a limited country, but a wide area, threatening the financial security systems and the
real economies and resulting in global disasters in extreme cases. The contagion of
financial crises among different countries, therefore, has become a fatal problem for
sustainable economic development.It is of great significance to construct a theoretical
model for the contagion effect of financial crises which aims at finding out the
internal mechanism of this phenomenon and proposing valuable suggestions.

On the basis of current literatures, this thesis makes an in-depth study of the
following issues. First, four famous financial crises are reviewed including the 1987
US stock market crash, the 1994 Mexican Peso crisis, the 1997 Asia financial crisis in
and the most recent subprime crisis started from 2007 with an analysis to the inherent
contagion effects. Second, two recent cases have been studied regarding the 1997
and 2007 financial crises The null hypothesis of financial crisis contagion effect and
pure contagion cffect is tested by adopting the sample correlation coefficient and
single-factor linear correlation model. The empirical results implies that in the 1997
financial crisis, pure contagion effect existed in all countries where the financial
contagion existed. However, only China and Hong Kong presented pure contagion
effect in the 2007 financial crisis among the 11 countries where financial contagion
existed,. Little evidence for financial contagion or pure contagion effect existed in
China in the 1997 case, whereas the two effects did exist in the 2007 case. An
in-depth analysis to the different characteristics financial contagion and pure
contagion effects presented in China in the 1997 and 2007 cases is presented in the
ending part with suggestions to prevent the occurrence of the financial contagion.

The originality of this thesis are as follows. First, the study of the financial crisis



contagion effect is based on both the sample correlation coefficient and the
single-factor linear correlation model with a further analysis to the pure contagion
effect. Second, the empirical results show that the existences of the financial and pure
contagion effect in China are different between the 1997 and 2007 financial crises.
Key words: Financial crisis contagion; non-episodic transmission channels; pure

contagion
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