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International Financial Market Integration: 
An Examination of Six Stock Markets 

Omar Marashdeh 

ABSTRACT 

The recent daily data (Jan. 1, 1990 - July, 22,1992) of SIX stock markets 
namely, Japan, Hong Kong, Malaysia, Australia, the US, and the UK were 
used m thiS study to examme the degree of mtegratlOn of these markets by 
usmg simple correlatIOn and multiple regressIOn analysIs. The study found 
that Hong Kong has a higher degree of mtegratlOn with all markets. The US 

market has a low degree of mtegratlOn with all markets. UK IS mfluenced by 
mformatlOnal flow from the US, Japan, and Hong Kong. Malaysian market 
IS Influenced by mformatlOnal flow from the US, Japan, and Hong Kong. 
Japan IS mfluenced by InformatIOnal flow from Australia, the UK, Malaysia, 
and Hong Kong. Australia IS affected by mformatlOnalflow from the US, the 
UK, Japan, and Hong Kong. Hong Kong and Japan Influence all these SIX 
markets except the us The US market leads the four ASian-Pacific markets 
(Malaysia, Japan, Hong Kong, and Australia) and contemporarily mfluences 
the UK ASian-Pacific markets do not mfluence the us market. ASian-Pacific 
markets show a higher degree of mtegratlOn with each other The relatIOnship 
between the SIX stock markets are stable as shown by the Chow test. 

ABSTRAK 

Data hanan terkln! (l Januan 1990 hmgga 22 Julaz 1992) enam pasaran 
saham laltu Jepun, Hong Kong, MalaYSia, Australia, US dan UK digunakan 
dalam kajian In! untuk menelitl darjah mtegrasl antara pasaran-pasaran In! 
dengan menggunakan kaedah koreiasl rmgkas dan analisls regresl berbilang. 
Kajian In! mendapatl Hong Kong mempunyal darjah mtegrasl yang tmggl 
dengan pasaran yang lam. Pasaran Amerika mempunyaz darjah mtegrasl 
yang rendah dengan kesemua pasaran. Pasaran UK dipengaruhl oleh aliran 
maklumat dan US, Jepun, dan Hong Kong. Pasaran MalaYSia dipengaruhl 
oleh aliran maklumat dan US, Jepun, dan Hong Kong. Jepun dipengaruhl 
oleh aliran maklumat dan Australia, UK, MalaYSia dan Hong Kong. Australia 
dipengaruhl oleh aliran maklumat dan US, UK, Jepun dan Hong Kong. Hong 
Kong dan Jepun mempengaruhl kesemua enam pasaran kecuali us Pasaran 
us mendahulUl empat pasaran ASIa-Pasifik (Malaysia, Jepun, Hong Kong 
dan Australia) dan mempengaruhl UK secara sarna masa. Pasaran As;q
Pasifik tldak mempengaruhl pasaran US Pasaran ASIa-Pasifik menunjukkan 
darjah mtegrasl yang tmggl antara satu sarna lam. Perhubungan antara 
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enam pasaran saham didapatl stabil mengikut ujian Chow 

INTRODUCTION 

The deregulatIOn and openness of the capItal markets across markets m the 
1980s may lead eventually to financIal market mtegratIOn. The level of 
mtegratIon, however, of the world financIal markets bears on an empmcal 
questIOn. With the rapId automatIon of the financIal markets, the mformatIOnal 
advantages of domestIc mvestors over others appear gradually disappeanng. 
Indeed, what IS happemng m one financIal market IS transmItted mstantly to 
other markets; thus, lending support to the argument that financIal markets 
are movmg towards mtegratIOn. In line WIth such an argument, does the 
closmg of the stock market m country A lead to lower volatility elsewhere? 
ThIS study tnes to answer thIS questIon by lookmg at the behavIOr of the 
MalaysIa, Japan, Hong Kong, Australia, the UK, and the US stock markets as 
well as theIr mteractIOns. That IS, the study exammes the role of public 
mformatIOn, I.e., the closmg of stock market m country A, m the transmISSIon 
of volatility differentIal across mternatIOnal markets. 

Several studies have mvestIgated the movements of stock markets across 
countnes, e.g., by MakndaklS and Wheelwnght (1974), Hillard (1979), Le 
(1991), Nam Jeon and Furstenberg (1990), Bhoocha-oom and Stansell (1990), 
Cheung and Ho (1991), Cheung and Mak (1992), and Cheung and Kwan 
(1992). Early studies have concluded that the movements of stock markets m 
the 1970s across countrIes are charactenzed by a random process, that IS, 
markets are not mtegrated (Makndakls & Wheelwnght 1974; Hillard 1979). 
However, recent studies suggest that the relatIOnshIp between capItal markets 
IS becommg more stable and they move m umson, that IS, movmg m the same 
directIOn, especIally after the October, 1987 crash. 

Indeed, the movement of mformatIOn between the world financIal markets 
appears to be mcreasmg, that IS stock markets are becommg mtegrated (Le 
1991, Nam Jeon & Furstenberg 1990; Bhoocha-oom & Stansell 1990; 
Cheung & Ho 1991, Cheung & Mak 1992; Cheung & Kwan 1992). Although 
the major stock markets are showmg a hIgher degree of mtegratIon, some 
markets WhICh appear to be not affected by thIS trend stand alone, especIally 
thm stock markets and hIghly closed ones. For example, Cheung and Mak 
(1992) find that the US leads most of the ASIan-Pacific markets WIth the 
exceptIon of Korea, TaIwan, and Thailand WhICh are relatIvely closed 
markets, whereas the Japanese stock market has less mfluence on the ASlan
Pacific stock markets. Malkamakl et a1 (1991) find that thm stock markets 
(Finland and MexIco) behaves differently from major ones. 

DATA 
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The data consIst of daily clOSIng pnces for the folloWIng major eqUIty market 
Indexes: New York Dow Jones Industnal Average, Tokyo Nikkel, London 
Financial Times 30-Industnal, Hong Kong Hang Seng, Austalian All 
OrdinarIes, and MalaYSIan CompOSIte Index. The pnces have been collected 
from the Investors Digest for the penod from the begInnIng of the split 
between the Singapore and Kuala Lumpur stock markets, January 1, 1990 to 
the extenSIOn of the trading hours on the Kuala Lumpur stock exchange, July 
22, 1992. These markets are open Monday to Fnday of each week, except for 
holidays and holiday-eves. 

With daily data available for the SIX natIOnal exchanges, daily returns are 
defined as: 

where Pt and Pt-1 are the clOSIng pnce Index at tIme t and t-1, respectIvely 
Table 1 shows the trading hours of the natIOnal stock markets In 

GreenwIch Mean Time, Local Time, and New York Time. The last column 
shows that In any gIven trading day, the clOSIng pnces for all foreIgn 
exchanges analyzed In our sample are known by the tIme the NYSE closes for 
the day The table clearly shows that there IS overlappIng between the 
Sydney, Tokyo, Hong Kong, and Kuala Lumpur Stock exchanges and 
between London and New York markets, whereas there IS no overlappIng 
between the ASIan-Pacific, London, and New York stock exchanges. That IS, 
InformatIon contaIned In the ASIan-Pacific markets Indexes makes a senal 
Impact, e.g., on each others, the London and New York Indexes at the same 
day, whereas New York and London Indexes on ASIan-Pacific Indexes the 
follOWIng day. 

STOCK INDEX VOLATILITY 

Companson of stock returns volatility dunng the sample penod IS proVIded 
In Table 2. The table shows annualized means and standard deVIatIons, 
number of daily returns, mInImum and maXImum In one day There were 675 
calendar dates dunng the sample penod that were trading days In at least 
some markets, but due to holidays the maXImum number of observatIOns for 
a gIven country was 647 for the us The mInImUm was 629 for MalaYSIa and 
Hong Kong. Large differences In volatilitIes of country Index return eXIst 
dunng the sample penod. Japan has the hIghest volatility (27.17% standard 
deVIatIOn of annualized rate of return) followed by MalaYSIa (24.73%), while 
the us has the lowest (14.55%). Australia, the UK and Hong Kong had lower 
volatilitIes (annualized standard deViatIOn below 20%). 
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Across the SIX countnes, the average of the largest smgle day return dunng 
the sample penod IS 10.17% and the largest smgle day return for a country 
was 17.96% (Malaysia). The average ofthe largest negatIve smgle day return 
was -9.22%, and the largest negatlve smgle day return for a gIVen country 
was -15.98% for MalaysIa. 

Stock 
Market 

Sydney 

Tokyo 

Hong kong 

Kuala 
Lumpur 

London 

New York 

TABLE 1. Market time table 

Hours(GreenwlCh 
Mean Time) 

Midmght-2:15 a.m/ 
4:00 a.m.-5:15 a.m 

Midmght-2:00 a.m/ 
4:00 a.m.-6:oo a.m 

2:00 a.m-4:30 a.rn! 
6:30 a.m.-7:30 a.m 

2:00 a.m-4:30 a.rn! 
6:30 a.m.-8:00 a.m 

9:00 a.m-5:00 p.m/ 

2:30 p.m-9:oo p.rn! 

Hours(local 
Time) 

Hours(New 
York time 

10:00 a.m.-12:15 p.m./ 7:00 p.m.-9:l5 p.m/ 
2:00 p.m.-3:15 p.m. 11:00 p.m.-0:15 a.m. 

9:00 a.m.-11:oo a.m./ 
1:00 p.m.-3:00 p.m. 

10:00 a.m.-12:30 p.m./ 
2:30 p.m.-3:30 p.m. 

10:00 a.m.-12:30 p.m./ 
2:30 p.m.-4:00 p.m. 

9:00 a.m.-5:00 p.m. 

9:30 a.m.-4:00 p.m./ 

7:00 p.m.-9:oo p.rn! 
11:00 p.m.-1:00 a.m. 

9:00 p.m.-11.30 p.rn! 
1.30 p.m.-2:30 a.m. 

9:00 p.m.-11.30 p.m/ 
1.30 a.m.-3:00 a.m. 

4:00 a.m.-12:00 noon 

9:30 a.m.-4:oo p.m 

Source: Directory of World Stock Exchanges. 

TABLE 2. NatlOnal stock market mdexes return (in percentage) 
(January 2, 1990 to July 22, 1992) 

Stock Number of Mean Standard Mimmum MaXImum 
Daily Return DeVIation (in one day) 

MalaysIa 629 3.61 24.73 -15.98 17.96 
Australia 644 -0.18 17.30 -15.81 15.37 
USA 647 5.70 14.55 -4.01 4.47 
UK 646 2.13 15.16 -3.9 5.44 
Japan 629 -3.38 27.17 -6.85 12.43 
Hong Kong 632 27.79 17.75 -8.75 5.37 
Cross Country 

Mean 638 7.10 19.44 -9.22 10.17 
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CORRELA nONS 

The mtercountry correlatIOns of the SIX stock markets are presented m table 
3. The table (3) shows that mtercountry correlatIOns are small. Only 8 of the 
15 correlations are above 0.3, and these mamly for ASIan countnes and major 
trading partners: Malaysla/Hong Kong, Japan/Hong Kong, Japan/Malaysla, 
Japan/Australia, Hong Kong/ Australia, the UK/ Japan, the uK/the us, and the 
uK/Hong Kong. One possible reason for the low correlatIOn between ASIan 
markets and the UK and the us markets would be due to time zone differences 
as seen from Table 1. That IS, events takmg place m the us and the UK on 
any glVen day will be reflected on ASIan-Pacific markets the followmg day. 
The results for the subpenods: January 2, 1990-March 30, 1991 and April 1, 
1991-July 22, 1992 are SImilar to those of the whole penod. 

TABLE 3. CorrelatlOn coefficIents of daily mdex returns 

January 2, 1990 to July 22, 1992 
Australia 

USA 0.0323* U.S.A 
UK 0.1714 0.3745 U.K. 
Japan 0.3281 0.2014 0.3620 Japan 
MalaysIa 0.2146 0.1353 0.2481 0.3748 MalaysIa 
Hong Kong 0.3188 0.1832 0.3344 0.5041 0.4504 

January 2, 1990 to March 30, 1992 
USA -0.0092* 
UK 0.1236* 0.3689 
Japan 0.3048 0.1692 0.3352 
MalaysIa 0.2454 0.2105 0.3162 0.5609 
Hong Kong 0.3191 0.2258 0.3465 0.5575 0.6045 

April 1, 1991 to July 22, 1992 
USA 0.1336* 
UK 0.2563 0.3817 
Japan 0.4304 0.2119 0.3627 
MalaysIa 0.3025 0.1436* 0.2496 0.3567 
Hong Kong 0.4235 0.1997 0.3458 0.5126 0.4458 

Note: * Not SIgnificant at the I percent level. 

To test for the possibility that time zone differences are affectmg 
observed correlations, a multIple regressIOn of the followmg form was 
calculated for each parr of countnes, 1 and J: 
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and the square root of the multlple correlatlOn of determmatlOn (adjusted for 
degrees of freedom was taken as an mdicator of the total correlatlOn). 

The results of thlS regresslOn are reported m Table 4. The results show 
a marked lmprovement m the correlatlOn between ASlan-Pacific markets and 
the Amencan and Bntish markets. The us and the UK, now, have all 
coefficlents Wlth ASlan-Pacific countnes above 0.2. 

Now, does the c10smg of stock market mother countnes affect the 
volatility of the Jth country stock market? A multlple regresslOn lS used to 
answer thlS question of the followmg form: 

where, l"# J = Malaysla, Hong Kong, Australia, Japan, the us, and the UK 

To account for the time differences between ASlan markets and Bntish 
and Amencan markets, a lag value of the us and the UK returns lS mc1uded 
(in addition to the contemporaneous) m the regresslOn of the stock returns of 
Malaysla, Hong Kong, Japan, and Australia. 

TABLE 4. Correlatlon coefficIents of daily mdex returns 
(one daily lead, contemporaneous and one daily lag) 

USA 

UK 0.4094 UK 

Japan 0.3406 0.3635 
MalaySia 0.3307 0.2569 
Hong Kong 0.3540 0.3694 
Australia 0.3032 0.2604 

The results of thls regresslOn are reported m Table 5. The results are 
good as mdicated by the R-bar squared, low standard error of estlmate (SEE) 

and absence of autocorrelatlOn m the resldual a~ mdicated by D-W test and 
Box -Pierce Q statistlcs. The table shows that 37% and 34% of the volatility 
m the Hong Kong and Japan stock markets, respectively, are explamed by the 
c10smg mdex pnces m the other five countnes. However, It seems that other 
stock markets are explammg only 14% of the Amencan stock market 
volatility The volatility of other markets explams 25% of the Malayslan and 
Bntlsh stock markets volatilities, and 19.4% of the Australian stock market 
volatility 

The regresslOn for the us, shows the UK, only, Wlth the statistically 
slgnificant coefficlent, whereas the ASlan-Pacific countnes do not mfluence 
the us market. On the other hand, the us stock market lS slgnificantly 
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TABLE 5. RegressIOn of stock returns for the penod January 2, 
1990 to July 22, 1992 

Hong Kong Malaysia Japan UK USA Australia 

constant 0.0017 -0.0002 -0.0021 -0.0002 0.0002 -0.0004 
(4.14) (-0.4)* (-3.3) (-0.5)* (0.6)* (-0.94)* 

Australia 0.1191 0.0041 0.2482 0.3723 -0.0601 
(2.82) (0.1)* (3.76) (0.99)* (-1.6) 

USA 0.0638 0.0583 0.1246 0.3186 -0.0322 
(1.36)* (0.9)* 0.69) (7.9) (-0.7)* 

USA 0.1148 0.2106 0.1373 0.2418 
(lag one) (2.31) (3.1) (1.75) (4.9) 
UK 0.1337 0.0799 0.2999 0.3205 0.0313 

(2.85) (1.23)* (4.1) (7.86) (0.66)* 
UK 0.0153 0.0623 0.0144 0.1013 
(lag one) (1.21)* (1.03)* (0.2)* (2.3) 
Japan 0.1902 0.1246 0.1058 0.0358 0.1022 

(7.3) (3.35) (4.32) (1.43)* (3.8) 
MalaYSia 0.1976 0.1631 0.0418 0.Q112 0.0022 

(6.6) (3.35) 0.48)* (0.4)* (0.1)* 
Hong kong 0.3735 0.4707 0.1177 0.0377 0.1214 

(6.6) (7.3) (3.04) (0.96)* (2.82) 
R bar-

squared 0.37 0.25 0.34 0.25 0.14 0.194 
SEE 0.0093 0.0128 0.0147 0.0086 0.0086 0.0094 
D-W 2.035+ 1.702+ 1.959+ 2.065+ 2.237+ 1.949+ 
Q(69) 60.55+ 59.32+ 66.50+ 72.35+ 58.28+ 33.22+ 

Notes: t-values are shown m parentheses. 
* Stattstlcally not Significant at the 10 percent level. 
+ Stattsttcally not significant at the 5 percent level. 

mfluencmg all stock markets except the Japanese stock market. Indeed, the 
table shows that the us market is only affected by the closmg pnce on the 
UK stock market. That IS, the far eastern countnes do not show an mfluence 
on the US stock market. ThIS may be attributable to the causatIve mfluence 
of the us on other markets, e.g., an mfluence WhICh IS not recIprocated by 
others. 

The UK IS mfluencmg the other markets except for MalaYSIa. The 
volatility of the Japanese stock market affects all markets except the us 
market. The MalaysIan stock market seems to be affected only by the us, 
Japan, and Hong Kong stock markets. The Hong Kong stock market IS 
affected by volatility m all other markets. The Australian stock market IS 
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TABLE 6. RegressIOn of stock returns for the penod January 2, 
1990 to March 30, 1991 

Hong Kong Malaysia Japan UK USA Australia 

constant 0.0016 -0.0006 -0.0019 -0.0001 -0.0001 -0.0011 
(2.85) (-1.1)* ( -1.95) (-0.03)* (-0.03)* (-1.41)* 

Australia 0.1159 -0.0486 0.1616 0.0112 -0.0789 
(2.51) ( -1.0)* (2.21) (0.24)* ( -1.6) 

USA 0.0823 0.1038 0.0036 0.2928 -0.0705 
(1.43)* (1.7) (0.04)* (5.3) (-0.9)* 

USA 0.0157 0.2692 0.1328 0.2686 
(lag one) (0.25)* (4.1) (1.24)* (3.3) 
UK 0.1158 0.0481 0.2101 0.3259 0.0013 

(1.92) (0.73)* (2.1) (5.24) (0.02)* 
UK 0.0491 0.1468 -0.0409 0.1357 
(lag one) (0.85)* (2.37) ( -0.42)* (1.8) 
Japan 0.1584 0.1795 0.0855 -0.0525 0.0998 

(4.5) (4.70) (2.29) ( -.13)* (2.1) 
MalaYSia 0.3254 0.4541 0.0589 0.0571 -0.0734 

(6.1) (4.48) (1.05)* (1.0)* ( -1.0)* 
Hong kong 0.3822 0.4382 0.1211 0.0917 0.2054 

(6.1) (4.7) (1.91) (1.36)* (2.51) 
R bar-

squared 0.45 0.49 0.40 0.22 0.14 0.168 
SEE 0.0091 0.0099 0.0154 0.0094 0.0099 0.0121 
D-W 2.154+ 1.825+ 1.853+ 2.016+ 2.221+ 2.005+ 
Q(48) 42.99+ 48.88+ 46.91+ 47.61+ 33.04+ 16.48+ 

Notes: t-values are shown In parentheses. 
* Statistically not Significant at the 10 percent level. 
+ Statistically not Significant at the 5 percent level. 

Influenced by the US, the UK, and Hong Kong stock markets. The UK stock 
market IS affected by the US, Japan, and Hong Kong stock market volatilitIes. 

The stability of the model IS a prereqUISIte for sound conclUSIOns to be 
made about the behaVIOr of the stock markets. Therefore, a Chow test for 
structural change IS conducted to examIne whether the relatIOnshIp remaIned 
stable over the penod of study. Chow test diVIdes the sample Into two 
samples and compares theIr varIance WIth overall vanance of the sample. The 
test IS calculated as follows: 

(RSSR - SSRI - SSR 2 )/k 
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TABLE 7 Regression of stock returns for the penod April I, 1991 
to July 22, 1992 

Hong Kong Malaysia Japan UK USA Australia 

constant 0.0017 0.0001 -0.0021 -0.0004 0.0005 -0.0002 
(3.12) (0.1)* (-2.6) (-0.9)* (1.1)* (-0.58)* 

Australia 0.1623 0.1862 0.5450 0.1375 -0.0008 
(1.66) (1.2)* (4.04) (1.84) (-0.1)* 

USA -0.0109 -0.0456 0.2287 0.3502 0.0454 
(-.13)* (- 4)* (2.00) (5.7) (0.9)* 

USA 0.2102 0.0526 -0.0240 0.2384 
(lag one) (2.54) (0.4)* (-.21)* (4.8) 
UK 0.1530 0.1375 0.3543 0.2971 0.0703 

(2.07) (1.17)* (3.5) (5.67) (1.54) 
UK 0.0185 -0.0510 0.0083 0.0648 
(lag one) (0.28)* (- 48)* (0.1)* (1.6) 
Japan 0.1975 0.0241 0.1176 0.0656 0.1028 

(4.8) (3.74) (3.46) (2.07) (4.1) 
MalaYSia 0.1398 0.3949 0.0385 -0.0115 0.0283 

(3.75) (4.82) (1.24)* (- 4)* (1.2)* 
Hong kong 0.3475 0.0195 0.1081 -0.0272 0.0613 

(3.75) (0.4)* (2.25) ( -.61)* (1.72) 
R bar-

squared 0.29 0.09 0.31 0.27 0.15 0.29 
SEE 0.0095 0.0150 0.0134 0.0077 0.0071 0.0058 
D-W 1.925+ 1.802+ 2.034+ 2.141+ 2.241+ 1.881+ 
Q(48) 36.37+ 34.38+ 46.38+ 30.83+ 32.81+ 32.64+ 

Notes: t-values are shown ill parentheses. 
* Stansncally not significant at the 10 percent level. 
+ StatIstIcally not Significant at the 5 percent level. 

where RSSR IS restncted sum of squared reSIduals; SSRI IS sum of squared 
reSiduals for the first penod, SSR2 IS sum of squared reSIduals for the second 
penod; k IS number of vanables; n l IS the number of observatIOn m the first 
penod, and n2 IS the number of observatIOn m the second penod. 

The sample IS diVIded mto two halves: January 2, 1990 - March 30, 1991 
and April I, 1991-July 22, 1992. The results of OLS regreSSIon for the 
subsamples are presented m Tables 6 and 7. In general, the results of the two 
subpenods are SImilar to those obtamed by the overall penod. ThIS IS 
confirmed by the results of the Chow test. The results of Chow test for 
stability of the stock returns regreSSIOn are presented m Table 8. The table 
shows that all regreSSIOns are stable at the one percent level of SIgnificance. 
Therefore, the analYSIS obtamed by the overall sample will be used to make 
conclUSIOns. 
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TABLE 8. Test of structural stability 

Index Chow Test 

Hong Kong 0.7557* 
Malaysia 1.0385* 
Japan 1.814* 

UK 0.3501* 
USA 0.5119* 
Australia 0.583* 

Note: * StatIstIcally not significant at the 1 percent level. 

CONCLUSION 

By usmg daily data from January 1, 1990 to July 22, 1992, from SIX stock 
markets: the us, the UK, Japan, MalaYSIa, Hong Kong, and Australia, the 
mformatIOnal flow resultmg from the closmg pnce of one stock market on 
the others was exammed by usmg SImple correlatIOn and multIple regressIOn. 

The SImple correlatlon revealed a moderate but SIgnificant degree of 
correlatIOn among the ASIan-Pacific markets but low correlatlon wIth the US 
and the UK To account for the tlme zone differences, a multlple regressIOn 
was run on the one day lead of, contemporaneous, and one day lag of the US 
and the UK as mdependent vanables and ASIan-Pacific dependent vanables. 
The square root of the adjusted R-square was taken to represent the degree 
of correlatIOn between the US and the UK, and ASIan-Pacific markets. ThIS 
procedure revealed that the correlatIOn between the ASIan-Pacific markets, 
and the us and the UK has Improved consIderably and become SIgnificant. 

In additlon, a multlple regressIon was used to account for the mformatlOnal 
mteractIOn among the stock markets. The results mdicate that the US IS 
leading all ASIan Pacific markets and contemporaneously affectlng the UK 
However, the ASIan Pacific markets do not affect the US The Hong Kong and 
Japan stock markets are affectmg all ASIan Pacific and the UK markets. 
MalaysIa and Australia are only affectmg the Hong Kong and Japan stock 
markets. 

By all, the Hong Kong stock market IS mfluenced by mformatlonal flow 
from all other markets. ThIS shows that the Hong Kong market IS showmg a 
hIgher degree of mtegratlon wIth the other five markets. The MalaysIan stock 
market IS showmg mtegrabon WIth the Hong Kong, Japan, and the us 
markets. Japan IS showmg mtegratlOn wIth Australia, the UK, MalaySia and 
Hong Kong.IThat IS, mformatIOnal flow from the US IS not playmg an 
Important role m the Japanese market as they had done m the 1980s. 
Australian market IS showmg mtegratIOn WIth the US, the UK, Japan, and 
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Hong Kong. The UK IS showmg mtegratIOn With the us, Japan, and Hong 
Kong. The relatIOnship between the SIX stock markets remamed stable over 
the penod of study as mdicated by Chow test. 

NOTE 

1 Cheng and Muk (1992) had shown that mformatIOnal flow from the 
Japanese market play mSlgnificant role m affectmg events m the ASlan
Pacific regIOn dunng 1977-1988, whereas the us market playa dommant role 
m this regIOn. 
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