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Relationship Between Stock Index Future and Spot Market
Based on Wavelet Analysis

ZHEN Wei-giang,  YAQ Jian
(Business School , University of Shanghai for Science and Technology , Shanghai 200093 , China)

Abstract: Based on wavelet analysis, the relationship between the CSI 300 index and the stock
index future was investigated by using 5 minutes high frequency data. Through decomposing the
return rate series of the two markets,it is found that the volatility of the stock index future market
is greater than the volatility of the stock market in all the scales,and with the increase of the scale,
the wavelet correlation coefficient of the two markets increases, that means, they change with a
linkage character. The Granger causality test shows that there is volatility spillover effect between
the two markets, but the spillover effect goes in one direction only, that is, there only exists future
market to stock market spillover effect.
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Fig.1 Wavelet decomposition diagram of CSI 300 logarithmic yield series
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Fig.2 Wavelet decomposition diagram of CSI 300 stock index future logarithmic yield series
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