Korea’s stock price return’s volatility are mutually
synchronized influence. In additional, estimated value of the
degree of freedom for the Student’s t distribution is 5.0382,
and is significant under the significance level of 0.01(  =1%).
This also demonstrates that this research data has the heavy
tailed distribution.
From the Table 6, the estimated coefficients of the
conditional variance equation will produce the different
variation risks under the bad and good news. In Table VI, the
empirical results show that the proposed model confirms the
condition supposition of the IGARCH model. This result also
demonstrates the DCC and the bivariate asymmeyric IGARCH
(1, 1) model may catch the Taiwan’s and the Korea’s stock
market return volatilities’ process. Under the bad and good
news, the Taiwan’s and the Korea’s stock markets do not have
the fixed variation risk. And the gold price market affects the
variation risk of the Taiwan’s and Korea’s stock markets.
Under the good news, the error square item of Korea’s stock
market affects the variation risk of the Taiwan’s stock market

truly affect the variation risk of the Taiwan’s stock market.
And the gold market price volatilities also truly affect the
variation risk of the Korea’s stock market. Under the good
news, the error square item of the Taiwan’s stock market
affects the variation risk of the Korea’s stock market. The
error square item of the Korea’s stock market also affects the
variation risk of the Taiwan’s stock market. Based on the
paper of Engle6, the explanation ability of the DCC and the
bivariate asymmetric IGARCH(1, 1) is better than the
traditional bivariate GARCH (1, 1) model. In the future, we
will further to study the influence of the gold market on others
stock markets.
References
[1] G. Schwarz, Estimating the dimension of a model, Annals of Statistics,
6(2), pp.461-464 (1978).
[2] E.K. Berndt, B.H. Hall, R.E. Hall, and J.A. Hausman, Estimation and
inference in nonlinear structural models, Annals of Economic and Social
Measurement, 4, pp. 653-665 (1974).
[3] D.A. Dickey, and W.A. Fuller, Distribution of the Estimators for
Autoregressive Time Series with a Unit Root, Journal of the American
Statistical Association 74, pp.427-431 (1979).
[4] R.F. Engle, Autoregressive conditional heteroskedasticity with estimates
of the variance of United Kingdom Inflation”, Econometrica, 50, pp.
987-1007 (1982)
[5] R.F. Engle, and V.K Ng, Measuring and Testing the Impact of News on
Volatility, Journal of Finance 48(5), pp.1749-1777 (1993).
[6] R.F. Engle, Dynamic conditional correlation- a simple class of
multivariate GARCH models, Journal of Business and Economic
Statistics, 20, pp.339-350 (2002).
[7] S. Hammoudeh, H. Li, and B. Jeon, Causality and volatility spillovers
among petroleum prices of WTI, gasoline and heating oil in different
locations. North, American Journal of Economics and Finance, 13(1),
pp.89-114 (2003).
[8] S. Hammoudeh, S. Dibooglu, and E. Aleisa, Relationships among U.S.
oil prices and oil industry equity indices, International Review of
Economics and Finance, 13, pp.427-453 (2004).
[9] S. Johansen, Estimation and Hypothesis Testing of Cointegration Vector
in Gaussian Vector Autoregressive Models, Econometrica 59, pp.15511580 (1991).
[10] G.M. Ljung, and G.E.P. Box, On a measure of lack of fit in time series
models”, Biometrika, 65, pp.297-303 (1978).
[11] R.S. Tsay, Analysis of Financial Time Series, New York: John Wiley &
Sons, Inc (2004).
[12] Y.K. Tse, and Albert K.C. Tsui, A multivariate GARCH model with
time-varying correlations, Journal of Business & Economic Statistics, 20,
pp.351-362 (2002).
[13] G. Kapetanios, Y. Shin, and A. Snell, Testing for a unit root in the
nonlinear STAR framework, Journal of Econometrics, 112(2), pp.359379 (2003).
[14] T. Bollerslev,, Modeling the coherence in short-run nominal exchange
rates: a multivariate generalized ARCH model, Review of Economics
and Statistics, 72, pp.498-505, (1990)

( 1 =0.1073). The error square item of Taiwan’s stock market
affects the variation risk of the Korea’s stock market

(  2 =0.0699). Under the bad and good news, the Taiwan’s and
the Korea’s stock markets have the different variation risks
(for example,  11  0.8865 and  21  0.8604 ). The empirical
result also shows that the explanatory ability of the DCC and
the bivariate asymmetric IGARCH(1, 1) model is better than
the traditional model of the bivariate GARCH (1, 1).
To test the inappropriateness of the DCC and the
bivariate asymmetric IGARCH(1, 1) model, the test method of
Ljung and Box10 is used to examine autocorrelation of the
standard residual error. This model does not show an
autocorrelation of the standard residual error. Therefore, the
DCC and the bivariate asymmetric IGARCH(1, 1) model are
more appropriate.
V. Conclusions
The empirical results show that the Taiwan’s and the
Korea’s stock market return’s volatility with a factor of the
gold price market have an asymmetric effect, and the Taiwan’s
and the Korea’s stock price return volatility may construct in
the DCC and the bivariate asymmetric IGARCH (1, 1) model.
From the empirical result also obtains that the dynamic
conditional correlation coefficient average estimation value
(  t =0.7207) of the Taiwan’s and the Korea’s stock price
return volatility is positive. The gold market price volatilities
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