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ABSTRACT

Global diversification has already been a popular and common topic all over the
world and with the development of the economy and technology, the relationship
among different countries has been more and more closer. This paper will focus on
five parts: the trend of Chinese attitudes towards global diversification, the
economical advantages and disadvantages that global diversification bring to China,
the influences of time differences in global diversification, the relationship between
global diversification and stock market fluctuation and the global strategies of risk
reduction and increasing return. In my data analysis part, I will use correlation and
regression. For the second research question, I will use correlation to analyze how
the total volume of China's import and export trade and the growth rate of real GDP
of China moved together during the recent 30 years. For the fourth research
question, I will use regression to analyze whether different countries’ stock market
change will affect each other. I will use both multiple variables regression and single
variable regression. After analyzing, I found the growth rate of China’s GDP will move
together with the growth rate of total volume of China’s import and export trade.
Another finding about the stock market is that in different countries, the stock
market change will affect other but the effect is different among different countries.
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1. Introduction
Global diversification has become a common and popular topic among people

and due to the advantages it brought to the world, more and more countries have a
positive attitude towards it and take a lot of actions to join it. The topic of my paper
is “the advantages of global diversification and who can benefit from it”. It is a
general topic but it is necessary to think about this question.

Nowadays, everyone has an idea of global diversification and they are exactly
affected by it. Global diversification promotes the communication and exchange
among countries. Nowadays, people can buy products from all over the world more
easily and they can travel abroad. This is the results of the development of
technology, economy and the trend of globalization. In other word, globalization has
influenced in our daily life and we can feel that it has brought a lot of benefits to us.
It is worth finding what are the advantages that global diversification brings to us.

As more and more investors invest their money in the stock market so it is
necessary to learn more about it. Stock market fluctuation is a normal phenomenon
and that is the risk investors need to consider. Different countries have different
trading times and as the trend of globalization, there are more and more correlation
between different countries’ stock market. Whether there are some strategies to
reduce the risk and earn more profits can be a topic for people to do a research.

Now, China has become a more influential country in the world and there are
many connections between China and other countries. China has done many efforts
to meet the globalization and there is no doubt that China has a positive attitude
towards the global diversification. It is interesting to discuss the trend of Chinese
attitudes towards global diversification. China didn’t open the door to the all over
the world all the time and there was a time China had the negative attitudes. While
to join the world is the trend and China made a lot of actions to change the situation.
This is an interesting question that we can analyze. After China did a lot of efforts to
join the world, what are the benefits or opportunities that globalization brings to
China and are there any challenges China facing now? It is also important to think
about.

At present, countries all over the world use a standard time system but they
have a time difference every day. Whether the time differences can make an
influence in global diversification. This is an interesting topic and because of this,
countries have different trading hours in the stock market. I will focus on the stock
market in US, London, Japan and China and discuss whether they can affect each
other. It is also meaningful to discuss the relationship between global diversification
and stock market fluctuation. After we discussed how the time difference makes an
influence on stock market, I would like to make a analyse on the relationship
between global strategies and stock market fluctuation.

After discussed the market fluctuation and globalization, whether we can use
these benefits that global diversification bring to us to make a better return or to
reduce our risks. It is a common topic that more and more countries and even private
companies try to find a more profitable way to invest and whether there are some
global strategies we can learn something from them.
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In this paper, at first I will narrow the topic and focus on the effects of global
diversification in china. Then I will analyse some general topic about the relationship
between stock market and global diversification.

After the literature review part, I will do a in-depth analysis in the influence of
global diversification to China and collect some data about the imports and exports
of China in recent years to find whether it has a relationship with global strategies. In
the mean time, I will collect some data of stock market price to make a deeper
analysis.

2. Literature Review

In the literature review part, I have looked at some previous papers written by
other researchers that have been published already. Through these papers, I got
some ideas of my research questions and found some useful information. Next I will
make a summary of the findings from these papers.

2.1 The Trend of Chinese Attitudes Towards Global Diversification
2. 1. 1 Negative Attitudes Towards Global Diversification

Wang(2001) said in his paper, at the beginning of Qing Dynasty, China had a
really good development which cause to the emperor thought the domestic products
were abundant and the national power was strong. They wanted to preserve the
feudalism and they didn’t need foreign products. Under this situation, emperors
chose to take the forbidden overseas trade policy. They refused to have contracts
with foreign countries and they focused on their own production. This was not good
for long-term development but they didn’t realize the problem. While Wang said in
his paper “It was not always closed, it underwent a process from the forbidden
overseas policy to open to the world and at last, they took the closed-door policy.”
The reason to closed-door policy was not totally the same as the first time. In order
to prevent the invasion of western colonialists and avoid intruder stole important
information, they decided to choose this policy. As Wang and Zhu Chang(2001) said
“As a result of the closed-door policy, Qing dynasty was behind other countries.”
They can never develop without connecting with others and learning some
progressive technology and knowledge.

2.1.2 Positive Attitudes Towards Global Diversification
After the fall of Qing dynasty, Chinese people realized the importance to cater to

the trend of globalization. “After 1978, China has entered a new stage of
development. It carried out the Reform and Open Policy which promoted the
relationship with other foreign countries. The international law has played an
important role.”(Wang & Hu, 2010) China has realized the importance to
communication with other countries and they began to take actions. After 1979, they
put the opening to outside in a quite important place.

Prime(2002) wrote his paper about China joined in the WTO, he said China had
done a lot of efforts to join in the WTO and in 2001, “The People’s Republic of China
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officially becomes the 143rd member of WTO”. Also as Blancher and
Rumbaugh(2004) mentioned in their paper, since China opened to the world in 1979,
the international trade of China has increased steadily. And joining in the WTO is
according to a standard developed market economy rules, China can promote its
reform and the development of economy in an international way.

Yong (2016) mentioned the China's Belt and Road initiative, “It represents a
more positive method of Chinese new leader Xi Jinping in meeting the expectation
on China's international obligation and leadership.” It aimed at providing more
international cooperation opportunities and build a bridge between Asia, Africa,
Europe and Oceania. Although the risks and uncertainties can not be ignored, China
expressed its expectation to connect with the rest of the world and this action will
increase the position and influence of China in the world.

2.1.3 The Current Situation of China In The World
“In 2013, China has become the largest trader of goods in the world. China has

about 110 Global Fortune 500 companies and is in the world’s top two for receiving
and being the source of foreign direct investment (FDI).” (Woetzel et al, 2019) While
in his findings, not all the aspects of China has changed to the globalization, most of
the revenue of Chinese companies is still from domestic economy. They agreed to
the idea that more integration could be done in China and there were more
opportunities for China to have a better development. As Yong (2016) mentioned,
the leader of China Xi continue to work on the development of China and open the
door to all over the world to get closer with other countries.

2.2 The Economical Advantages and Challenges That Global Diversification Bring to
China
2.2.1The Economical Advantages from Global Diversification

Since China actively joined the globalization, it brought a lot of advantages to it
and there are many benefits in Chinese economy. After China joined in WTO, it
benefited a lot from it. Prime(2002) said in his paper, the most important reason for
China joined in WTO was to promote the process of reform. Also, more and more
foreign companies and banks would come to China and set examples to help Chinese
firms and banks to make a progress. Hung-Gay, et al (2017) mentioned in their paper
that China joined in WTO represents a big step in the national economical
development. The competition of China has been increased a lot in the international
markets.

Delios, et al (2008) talked about the findings in their paper, “Due to the
economic globalization, domestic companies could organize production and operate
activities on a global scale. At the same time, they could implement optimized
allocation of resources, reduce costs and earn more profits which improve the
development of enterprises.” Also there were more private investors which was good
to lead to an expansion in product variety and accelerate the pace to enter into the
international market.
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2.2.2The Economical Challenges from Global Diversification
It is obvious of the advantages that global diversification brings to China, it

doesn’t mean that all the results that global diversification brings to China is good,
there are still some challenges should be pay attention to.

Medeiros (2009) mentioned in his paper that other countries especially some
neighbor countries had a high expectation to China but it was not sure whether
China can face this burden. Also a lot of governance challenges limited China to have
a better ability to solve internal problems with neighbor countries. Morrison (2015)
written in his paper, it was optimistic that we could see China has a good
development of economy, while the real GDP of China has begun to fall since 2010. It
was a serious problem that could not be ignored. Although China has taken a lot of
actions to reform and it attracted a lot of foreign companies and bank, the market
power was limited and many parts of China's financial system are inefficient. The
imports, exports and FDI has decreased during these years.

Yu and Li(2009) raised another challenge, “Most domestic companies have been
hit by multinationals. Some traditional industries in China were almost destroyed,
which led to the maladjustment of national economy and the bankruptcy of national
industries.”

2.3 The Influences of Time Differences in Global Diversification
2.3.1The Establishment of A Standard Time system

Zerubavel (1982) made a summary of the process of the establishment of united
time system. He said it was a necessary trend to build a united measurement system
and with the development of railway transportation and telegraphic communication,
the connection among countries increased which represents the importance of
synchronize. He also mention, “The society of time determines that the development
of global communication inevitably requires the establishment of time planning and
system with global significance.” Aubry, Marie-Pierre and et (2009) also mentioned in
their paper that it’s better to have a standard time system to make sure worldwide
unification.

2.3.2 The Influence of Different Trading Time in US, UK, Japan and China Stock
Market

Lau and Diltz (1994) said in their paper, London stock market is the largest stock
market in the world. And Japan stock market is the biggest foreign exchange trading
market in Asia and also the third biggest foreign exchange trading center in the world.
While US stock market is the largest capital flow center in the world and the New
York foreign exchange market is also the most active foreign exchange market in the
world, there are more opportunities for investors to get profits from it.

According to the Beijing time, Japan was the first country to start the trading,
next was the UK stock market and followed by US stock market. Jeong(1999) found
that “not only the fluctuation of the domestic market can make an influence on the
conditional variance of its own market, but also foreign markets can.” Every
countries’ fluctuation may make an effect on other countries and the spillover of

https://academiccommons.columbia.edu/search?f[author_ssim][]=Aubry,+Marie-Pierre
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fluctuation is not monodirectional. Kofman and Martens (1997) made an research
about how US and UK stock market influenced each other. In the findings, they
summarized that both countries made an influence to each other while the effects
from US to UK was more than those from UK to US. Nishimura et al (2012) did a
research which analyzed the influences of stock market price fluctuation between
China and Japan. Both of their stock markets were big in Asia area and had a big
effect on others. He found that whether from the return or volatility, China had an
unidirectional influence to Japan and after earnings spillover, volatility spillovers
were delayed.

2.4 The Relationship Between Global Diversification and Stock Market Fluctuation.
2.4.1 The Factors That Cause To The Stock Market Fluctuation

Kennedy and Nourzad (2015) found that the influence of the change of exchange
rate to the stock market volatility had statistically significant meaning. In other words,
they found that when the major drivers of financial volatility are under control, an
increase in the volatility of exchange rate had a positive effect on the volatility of
stock returns.

Li (2013) made a research on the relationship between the growth rate of real
GDP and the volatility of stock market. He found that because of the globalization,
the fluctuation of stock returns in emerging market countries decreased. Also, The
growth rate of real GDP had no influence on developed countries while in developing
countries, the higher the real GDP growth rate, the more stable the volatility of stock
market returns.

2.4.2 The Influences That Stock Market Fluctuation Bring to
Li and Yi (2013) did a research on the stock market volatility under the financial

globalization perspective and they found because of the irrational trading, stock price
fluctuations will spread from one country’s stock market to another country’s stock
market, then caused the instability of stock market of other counties. Solnik et al
(1996) found similar results in their research and they had some other findings. They
found national factors could affect the local capital price strongly and the
international correlation could be used to reduce the risk when the domestic market
had a shock.

2.5 The Global Strategies of Risk Reduction And Increasing Return
2.5.1 The Strategies of Multinational Corporations

Peng (2012) said MNEs usually underappreciated the role that the home country
governments had on them and the main method to enter into the international
market was through the rapid adoption of acquisitions. It was important to notice
that do not provide a too high price which may lead to a bidding war and they should
focus on the integration.

Boateng et al (2008), they said the main motivation of Chinese cross‐border
M&As formation was the development of market which means to have more market
shares. It could help Chinese firms to enter the new markets more quickly and get
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more advanced technology or other resources. It was valuable. Jiang et al(2013)
raised similar opinions and they replenished that wherever the areas those Chinese
investors chose to invest, they can have a considerable returns through reducing the
risks.

2.5.2 The Importance To Diversify In Investing
Perry (2015) wrote in his paper, because of the correlation between global stock

market was not perfect, in order to increase the return at the same level of risk, it
was wise to add more countries in the investment portfolio. It could produce more
expected returns than domestic ones or compared to the domestic investment
portfolio,it could have a lower level of risks.

Lan-CuiLiu and Wei (2009) wrote in their paper, from the perspective of energy
supply, China should increased the imports from neighbor countries to reduce the
security risks. In the meantime, China could promote the oil system and change the
oil imports strategies.

Koenig (2018) and Chen et al (2014) have similar ideas that because of the
uncertainty, diversifying the investment can help reduce the risks in any time and any
places. It was good to invest in different capital categories or in different industries
which can be a useful strategy to reduce the risks.

3. Methodology And Data

After doing the literature review, I decided to do 2 analysis and I collected some
data which is useful. I picked 30 years’ data about the real GDP of China and
calculate the growth rate of that to represent the development of China. Using the
total volume of China's import and export trade to represent China’s attitudes
toward global diversification. I will also pick four countries’ typical stock market index
to calculate the change of that and to analyze whether they will affect each other.

3.1 Discussion and Explanation of DataSet:
The first research I want to analyze is that what are the economical advantages

and challenges that global diversification bring to China so I want to analyze what is
the relationship between the total volume of China's import and export trade and
the growth rate of real GDP of China. I want to use the total volume of China's import
and export trade to reflect China’s attitude toward globalization and use the growth
rate of real GDP of China to reflect Chinese development. I collected the data of the
total volume of China's import and export trade from Bloomberg and the real GDP of
China from “National Bureau of Statistics of China”.

The second research I want to analyse is about what is relationship between
global diversification and stock market fluctuation. I will use the change of stock
market index and I collected four typical countries’ stock market index from
“Investing.com”. I will analyze whether they will affect each other.

3.2 Discussion of Sample:
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The first research I will focus on China’s data and I picked recent 30 years’ data.
The second research I will focus on four countries, China, US, UK, Japan and I

picked Shanghai securities composite, NYSE Composite, FTSE and Nikkei 225. And I
picked monthly data for 30 months. These index are typical.

3.3 Discussion and Explanation of Methodology:
I will use a correlation test to analyze how the total volume of China's import and

export trade and the growth rate of real GDP of China moved together during the
recent 30 years.

In the same time, I will also use regression to analyze whether different
countries’ stock market change will affect other countries’ stock market change.

3.4 Discussion and Explanation of Model and Hypotheses:
The first one, I want to use the total volume of China's import and export trade

to reflect China’s attitude toward globalization and use the growth rate of real GDP
of China to reflect Chinese development. The hypotheses is that “the growth rate of
real GDP of China will not move together with the total volume of China's import and
export trade.”

The second one, I pick the recent one month data of Shanghai securities
composite, NYSE Composite, FTSE and Nikkei 225 to analyze and I will use the change
of index.

My null hypotheses is H0: There is on effect of other three countries’ stock
market change on one country’s stock market change.

Y1=aX1+bX2+cX3+d.
Y1 is the dependent variable of change of Shanghai securities composite, all X

are independent variables. X1 is the change of NYSE Composite, X2 is the change of
FTSE and X3 is the change of Nikkei 225.

The same as other three countries so the total of analysis I will do is four in this
part.

4. Data Analysis And Findings

In the previous sections, I have already made an introduction about my thesis
topic and made a literature review about previous papers to look at others’ findings
to learn some knowledge related to my research questions. In my data analysis part, I
want to analyze two questions. The first one is about whether the growth rate of
China’s GDP will move together with the growth rate of total volume of China’s trade.
For the second problem, I want to analyze whether different countries’ stock index
volatility will affect each other.

For the first question, I picked the dataset of 30 years from 1987 to 2018 and the
data is yearly. This dataset is from the “National Bureau of Statistics of China” and I
will use correlation to analyze whether the growth rate of China’s GDP will move
together with the growth rate of total volume of China’s trade. For the second
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question, I picked four typical countries which are US, UK, Japan and China and I also
picked the stock market index to reflect the price. The dataset I collected was
monthly data from 2017/6 to 2019/11, adding up to 30. In this situation, I will use
regression and pick one countries stock index change as Y, the other 3 countries’
stock index change as X1, X2, X3, use the equation Y=aX1+bX2+cX3+d. I will do this for
four times.

4.1 The Relationship Between China’s Attitudes towards globalization And Its
Economical Development

The first analysis I did was about the relationship between China’s attitudes
towards globalization and its economical development. In this part, I will use China’s
GDP to reflect its economical development and use the total volume of China’s trade
to reflect its attitudes towards the globalization and I got 30 years’ data to do a
correlation analysis in excel. My null hypothesis H0 : the growth rate of China’s GDP
will not move together with the growth rate of total volume of China’s trade. Here is
the results I get using excel.

The growth rate of
China’s GDP

the growth rate of total
volume of China’s trade

The growth rate of
China’s GDP 1

the growth rate of total
volume of China’s trade 0.5314 1

Table 1:The correlation between the growth rate of China’s GDP and the
growth rate of total volume of China’s trade

From this table, I got the data of 0.5134 which means the growth rate of China’s
GDP will move together with the growth rate of total volume of China’s trade. So I
will reject my null hypothesis. This data is more than 0 which means they have a
positive relationship between them.

This data analysis is related to the second research question: What are the
economical advantages and disadvantages that global diversification bring to China?
This result is obvious that brings benefits to China. According to the previous papers,
China has a positive attitudes towards the globalization which can be reflected by the
total number of China’s total trade volume. It has been increasing since 1989 that
China is carrying out comprehensive reform and opening up(Wang & Hu, 2010). As
China carrying out some positive policies to support the globalization, its GDP grows
as time goes by. Here is a line for the the growth rate of China’s GDP.
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Chart 1 The growth rate of China’s GDP
This line shows all the growth rate of China’s GDP is positive which means

the GDP of China grows as time goes by.
While the line for the growth rate of China’s total trade volume has some

special points. Here is the line.

Chart 2 The growth rate of China’s total trade volume
From this chart, we can see, the growth rate of China’s total trade volume was

negative in 2009, 2015 and 2016. From previous paper and some international
events, we can predict the negative growth rate in 2009 may be affected by the
recession in 2008. In the meanwhile, from previous reading(Yong, 2016), we know
that the Chinese new leader Xi came up with the China's Belt and Road initiative in
2016. So after this new policy improved, the growth rate of China’s total trade
volume has become positive again since 2017.

4.2 The Effect of Other Countries’ Stock Market Change On The One Country’s
Stock Market Change

For this analysis, I want to analyze whether different countries’ stock change will
affect each other. So I picked four typical countries which are US, UK, Japan and
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China and I picked their typical stock index to reflect the stock price. I collected
monthly data for 30 months and I will use the regression to find the result.

4.2.1 The other countries’ effect in the US
Firstly, I did a analysis of the effect of other three countries’ stock index change

on the US stock index change. I used regression test and my equation is
Y=aX1+bX2+cX3+d. Y is the monthly change of US stock index, X1 is the monthly
change shanghai stock exchange index, X2 is the monthly change of Nikkei index, X3 is
the monthly change of FTSE index. My null hypothesis H0 : other countries’ stock
index change has no significant effect on US stock index change. Here is my results:

coefficients P-value

Intercept 0.0027 0.4855
X variable 1 0.2031 0.0515
X variable 2 0.5097 0.00008
X variable 3 0.1569 0.3114

Table 2:The other countries’ effect in the US

For this regression test, I used 90% confidence which means the α=0.1. From
these results, we can get the equation Y=0.2031X1+0.5097X2+0.1569X3+0.2031.
Comparing these p-value to α, we can reject X variable 1 and 2. So we can get the
result of the stock market change of China and Japan but not UK have effect on the
stock market change of US and compare these two coefficients, we can get the result
that the stock index change in Japan has more significant effect in the stock market
change in US.

From this multiple variables regression, we can not reject the X variable 3, while
in previous reading, Kofman and Martens (1997) has found that US and UK stock
market will affect each other and the effects from US to UK was more than those
from UK to US which is different from what I have found. What I found is that the UK
has no effect in US. Maybe there are some limitations. I collected monthly data for
recent 30 months and what they did based on a larger data sample. In addition, the
date of data we chose are also different, I picked recent data which is different from
theirs.

4.2.2 The other countries’ effect in the UK
The second data analysis I did was about the effect of other three countries’

stock index change on the UK stock index change. I used same model and same
method to calculate the results. My equation of this test is Y=aX1+bX2+cX3+d. Where
the Y is the change of monthly stock index in UK, X1 is the monthly change of NYSE
index, X2 is the monthly change of Shanghai stock exchange index and X3 is the
monthly change of Nikkei index. I used regression again and my null hypothesis H0 :
other countries’ stock index change has no significant effect on UK stock index
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change. Here is my results:

coefficients P-value

Intercept -0.0026 0.5916
X variable 1 0.2509 0.3114
X variable 2 0.1011 0.4576
X variable 3 0.1808 0.3339

Table 3:The other countries’ effect in the UK

The result of equation I got was Y= -0.0026+0.2509X1+0.1011X2+0.1808X3.
Because the α I used was 0.1 and all of the p-value of these three variables are
more than 0.1 so I can not reject the null hypothesis. As a result, my result is other
countries’ stock index change has no significant effect on UK stock index change. This
result is different from what Kofman and Martens (1997) found. In this analysis, the
stock market change from US has no effect on the stock market change in UK while
they found it has. Maybe the same limitations as what I have explained in the
previous test. So the conclusion I can make is that other countries’ stock index
change has no significant effect on UK stock index change.

4.2.3 The other countries’ effect in China
The next data analysis I did was about whether other three countries’ stock

market change has effect on the China’s stock market change. The method I used
was the same as before which was regression. My equation is Y=aX1+bX2+cX3+d.
Where the Y is the change of monthly stock index in China, X1 is the monthly change
of NYSE index, X2 is the monthly change of Nikkei index and X3 is the monthly change
of FTSE index. My null hypothesis H0 : there is no effect of other three countries’
stock market change on the stock market change in China. I used excel to do the
regression and I got this result:

coefficients P-value

Intercept -0.0050 0.4789
X variable 1 0.6799 0.0515
X variable 2 -0.0645 0.8134
X variable 3 0.2117 0.4576

Table 4:The other countries’ effect in China

From this analysis, we can get the equation
Y=-0.005+0.6799X1-0.0645X2+0.2117X3. I used the α=0.1 so compared this with all
the p-value, I can only reject the variable 1. In conclusion, I can get the result that the
stock market change of US will affect the stock market change in China and the stock
market change from Japan and the UK has no effect on the stock market volatility in
China.
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Compared to what Nishimura et al has found in 2012, the change of stock
market in Japan has no significant effect in China and this is consistent with what I
have found.

4.2.4 The other countries’ effect in Japan
The fourth data analysis I did was to analyze whether other three countries’

stock market change will affect the stock market change in Japan. So I did the
regression test again to get what I want. My equation is Y=aX1+bX2+cX3+d. Where the
Y is the change of monthly stock index in Japan, X1 is the monthly change of NYSE
index, X2 is the monthly change of Shanghai stock exchange index and X3 is the
monthly change of FTSE index. My null hypothesis H0 : there is no effect of other
three countries’ stock market change on the stock market change in Japan. Here is
my results:

coefficients P-value

Intercept 0.0015 0.7629
X variable 1 -0.0338 0.8135
X variable 2 0.8956 0.00008
X variable 3 0.1987 0.3339

Table 5:The other countries’ effect in Japan

From this result, I get the equation Y=-0.0338X1+0.8956X2+0.1987X3+0.0015.
Since I used α=0.1, and compared this with all the p-value I can reject the variable 2.
In conclusion, I can get that the stock market change of China will affect the stock
market change in Japan and the stock market change from US and the UK has no
effect on the stock market change in Japan.

From table 1.6 and 1.7, we found when we did the multiple variables’ regression,
between Japan and China, the effect of change between the two stock markets is not
mutual but the stock market change in China has a significant effect in japan which is
consistent with what I have found.

4.2.5 The effect between China and US

Since I have found that the effect of the stock market change between China and
US is mutual, I did a simple regression to so a deeper analysis between these two
countries. First, I will do the study about whether the stock market change in US will
affect the stock market change in China. I used the equation Y=aX+b and use the
regression test. My null hypothesis H0 : t the change of stock market in US has no
significant effect in China, here is what I get from excel:

coefficients P-value
Intercept -0.0057 0.4027
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X variable 1 0.7231 0.00053

Table 6:The effect of US in China
This table shows us the equation Y=-0.0057+0.7231X. Because the p-value<0.1, I

can reject the null hypothesis and get the result: the change of stock market in US
has a significant effect in China.

Next I want to find the effect of change of stock market from China to US and I
also used the regression test through the excel.I used the equation Y=aX+b. My null
hypothesis H0 : the change of stock market in China has no significant effect in US,
here is what I get from excel:

coefficients P-value
Intercept 0.0066 0.2364

X variable 1 0.4881 0.0005

Table 7:The effect of China in US
This table shows us the equation Y=0.0066+0.4881X. Because the p-value<0.1, I

can reject the null hypothesis and get the result: the change of stock market in China
has a significant effect in US.

Compare these two coefficients, 0.7231>0.4881, we can get the conclusion that
the effect of change of stock market from US to China is more the effect of change of
stock market from China to US.

5. Conclusion
Since global diversification is a general topic and I just pick some factors of that

and did the analysis. But what I found is interesting. First, China has changed its
attitudes towards global diversification a lot from the negative attitudes to positive
attitudes. China carried out the reform and opening policy in 1978 and joined in WTO
in 2001. China made a lot of efforts to deal with the globalization. Now the leader of
China Xi came up with the China's Belt and Road initiative to build a deeper
relationship with other countries. As the data showed, the GDP of China increased
for more than 30 years. I collected the data of the real GDP of China for 30 years and
the total volume of China’s import and export trade for 30 years. I did a correlation
test to study how the total volume of China's import and export trade and the
growth rate of real GDP of China moved together during the recent 30 years and I get
the result that the growth rate of China’s GDP will move together with the growth
rate of total volume of China’s trade.

Another problem I made analysis is about the stock market information. Since
the world has become smaller and smaller, there are more and more connections
among countries and I want to study whether in different countries, the stock market
change will affect each other. Firstly, I did an analysis about the effect of other three
countries’ stock index change on the US stock index change and I used regression. I
got the result the stock market change of China and Japan but not UK have effect on
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the stock market change of US. Secondly, I change the Y as the change of monthly
stock index of UK and did the regression test again. I got the result of other
countries’ stock index change has no significant effect on UK stock index change.
Thirdly, I did an analysis about other countries effect in China and used the same
method to calculate the results. In conclusion, the stock market change of US will
affect the stock market change in China and the stock market fluctuation from Japan
and the UK has no effect on the stock market change in China. Last but not least, I did
the analysis about the other countries’ effect in Japan and my result is that the stock
market change of China will affect the stock market change in Japan and the stock
market change from US and the UK has no effect on the stock market change in
Japan.

To summarize, the effect of stock market change between US and China is
mutual, the change of stock market in China has a significant effect in the change of
stock market in Japan. Also the change of stock market in Japan has a significant
effect in US. According to the globalization, the effect among different countries are
different and there are many investors doing the international investing in the global
market. Maybe these information can be used by them.

Since I just picked four typical countries to analyze this problem which can not
represent all of countries but these four countries are typical and have a good
development, they can reflect some problems and results. What I found is that
actually, in different countries, the change of stock market can affect each other
while the effect of different countries are different. Because different countries have
different trade time, this can also make some effects in the change of stock market.
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Appendix:
Appendix A (regression output for the other countries’ effect in the US)

Appendix B (regression output for the other countries’ effect in the
UK)



Appendix C (regression output for the other countries’ effect in the China)

Appendix D (regression output for the other countries’ effect in the Japan)



Appendix E: Dataset for different countries’ index change


