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The Volatility Spillover Effect of Global Major Economies Financial Cycle

ZHAO Yanping'> CAO Jun' ZHANG Mengting’

(1. School of Economics Ocean University of China Qingdao Shandong 266100;
2. Marine Development Studies Institute Ocean University of China Qingdao Shandong 266100;

3. School of Economics and Management University of Chinese Academy of Sciences Beijing 100190)

Abstract: Based on the financial cycle indexes this paper constructs the major econ—
omies’ global financial cycle spillover index using Diebold & Yilmaz” s (2014) spillover
index and the rolling window method and analyzes the spillover correlation among
different economies financial cycles. In addition this paper discusses the heterogeneity of
the spillover effects under different levels of capital controls in those countries and exam-—
ines the time—varying characteristics of receiving spillover and outward spillover in China’
s financial cycle. The results show that: the major economies’ global financial cycle index
has risen significantly since the 2008 financial crisis and further strengthened under the
impact of risk events. There are significant cross—border spillover features among financial
cycles and the total spillovers reached 56. 4%. The higher the level of capital controls of
the economy is the weaker the receiving spillover and the outward spillover in the
financial cycle are. The outward spillover of China’ s financial cycle is on the rise gener—
ally and China has reversed from a spillover receiver to a net spillover producer
since 2015.

Keywords: Financial Cycle Spillover Index; Spillover Index Model; Directional
Spillover Effect; China’ s Financial Cycle Spillover
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