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		Abstract

		Contagion is usually defined as correlation between markets in excess of what would be implied by economic fundamentals. However, there is considerable disagreement regarding the definitions of the fundamentals, how the fundamentals might differ across countries and the mechanisms that link the fundamentals to asset returns. Our research takes as a starting point, a two-factor model with time-varying betas that accommodates various degrees of market integration between the different markets. We apply this model to stock returns in three different regions, Europe, South-East Asia and Latin America. In addition to providing new insights on contagion during crisis periods, we document patterns through time in world and regional market integration and measure the proportion of volatility driven by global, regional, as well as, local factors. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
	

	
    

    
	

	
	
		JEL Classification: G15, G12

	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	



    




	
		Suggested Citation:
		Suggested Citation
	

	
		
			Bekaert,  Geert and Harvey,  Campbell R. and Ng,  Angela, Market Integration and Contagion (March 14, 2002).  Available at SSRN: https://ssrn.com/abstract=302797 or http://dx.doi.org/10.2139/ssrn.302797 
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	

	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Geert Bekaert

					
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
						
						


						
					
					[image: Columbia University - Columbia Business School, Finance]
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				Columbia University - Columbia Business School, Finance  ( email )

			

			
			
				
				
				
					NY
United States

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Campbell R. Harvey

					
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
						
						


						
					
					[image: Duke University - Fuqua School of Business]
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				Duke University - Fuqua School of Business  ( email )

			

			
			
				
				
				
					Box 90120
Durham, NC  27708-0120
United States
919-660-7768 (Phone)

				

				
			

			
				
				
					HOME PAGE: http://www.duke.edu/~charvey
				

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
					
				
					
					
					
				
			

			
				
				
				


				National Bureau of Economic Research (NBER) 

			

			
			
				
				
				
					1050 Massachusetts Avenue
Cambridge, MA  02138
United States

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Angela Ng (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				Hong Kong University of Science & Technology (HKUST) - Department of Finance  ( email )

			

			
			
				
				
				
					Clear Water Bay, Kowloon
Hong Kong

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				    1,182

			

		
		
		
			Abstract Views

			    9,390

		

		
		 
		
			Rank

			   29,309

		

		
	


	
		
            
            	        8 Citations
		

	

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    Columbia Business School Research Paper Series

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Columbia Business School Research Paper Series

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            6,085

                                    

                                    
                                        PAPERS

                                            2,218

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Oded Netzer at Columbia University - Columbia Business School, Marketing

                                    

                                
                            

                        

                    

                
	
                    HKUST Business School Research Paper Series

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                HKUST Business School Research Paper Series

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            4,709

                                    

                                    
                                        PAPERS

                                              967

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Kai-Lung Hui at Hong Kong University of Science and Technology - School of Business and Management

                                    

                                
                            

                        

                    

                


            

            
                
                

                	
                    Capital Markets: Market Efficiency eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Capital Markets: Market Efficiency eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            2,918

                                    

                                    
                                        PAPERS

                                           23,377

                                    

                                

                                
                            

                        

                    

                
	
                    International Finance eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                International Finance eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              984

                                    

                                    
                                        PAPERS

                                           24,643

                                    

                                

                                
                            

                        

                    

                



                
            

            
        
        
        
                 
        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        No Contagion, Only Interdependence:  Measuring Stock Market Co-Movements

                        
                            By
                                
                                
                                    
                                    Kristin J. Forbes
                                     and 
                                
                                    
                                    Roberto Rigobon
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Transmission of Volatility between Stock Markets

                        
                            By
                                
                                
                                    
                                    Mervyn King
                                     and 
                                
                                    
                                    Sushil Wadhwani
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Asymmetric Correlations of Equity Portfolios

                        
                            By
                                
                                
                                    
                                    Joseph Chen
                                     and 
                                
                                    
                                    Andrew Ang
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            Correlations in Price Changes and Volatility Across International Stock Markets

                            
                                By
                                    
                                    
                                        
                                        Yasushi Hamao, 
                                        
                                    
                                        
                                        Ronald W. Masulis, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Volatiltiy and Links between National Stock Markets

                            
                                By
                                    
                                    
                                        
                                        Mervyn King, 
                                        
                                    
                                        
                                        Enrique Sentana, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            A New Approach to Measuring Financial Contagion

                            
                                By
                                    
                                    
                                        
                                        Kee-hong Bae, 
                                        
                                    
                                        
                                        George Andrew Karolyi, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Why Do Markets Move Together? An Investigation of U.S.-Japan Stock Return Comovements Using Adrs


                            
                                By
                                    
                                    
                                        
                                        George Andrew Karolyi
                                         and 
                                    
                                        
                                        RenÃ© M. Stulz
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            A New Approach to Measuring Financial Contagion

                            
                                By
                                    
                                    
                                        
                                        Kee-hong Bae, 
                                        
                                    
                                        
                                        George Andrew Karolyi, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Do Bulls and Bears Move Across Borders? International Transmission of Stock Returns and Volatility as the World Turns

                            
                                By
                                    
                                    
                                        
                                        Wenling Lin, 
                                        
                                    
                                        
                                        Robert F. Engle, ...
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
	
		
	
		
	
		
			
				
			
			
		
	
		
	
		
	
		
			
				
			
			
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l100 in   0.110 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	
