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Abstract

In this paper, we examine the relationship between A index and B index, and between index
and volume of trade in China s stock market including Shanghai and Shenzhen stock market.
The empirica findings show that all stock indexes in both markets are stationary under first
difference, but volume of trade at level are stationary. From the results of Johenson
co-integration test, there are no significant evidence of cointegration in the pairwise data of
Shanghai’ s both indexes and Shenzen’ s both indexes respectively. While no Granger causality
can be identified between A ard B index in both markets, there are significant feedback
relationship between index and volume of trade for each index in both markets. From the results
of variance decomposition and impulse responses, telling us that when the volume of trade
changes, A indexes effect themselves most and response quickly than B indexes.
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