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Abstract

There are few researches focusing on the issues of size indexvolatility over the past in
the emerging marketsdue to lacking relevant information, like firm size stock index. This
study established firm size stock indexes by makingup the sample from stock market in
Taiwan. The market value of the company could be considered as the proxy variable of the
firm size. During the study period,all sample companies ( omitting those trading volume are
ranked last 5% ) were divided into 10 groups (about 110 companies per group ). By adopting
the weighted price concept, the size indiceswere calculated and ranked. The large stock index
comprised of the largest group (ranked in size) of firm size index. And the smallest stock
index consisted of the smallest group of firm size index. The midcap stock index was made up
from 110 companies rankingin the middle. This paper adoptedEGARCH model to analysis
asymmetric volatility change of firm size index with respect to the per- and post- financial
tsunami. The results showed that there was notsymmetric volatility for the small stock index
beforefinancial tsunami period, and that the asymmetric volatility of the large and midcap
stock index were decreased significantlyafter financial tsunami. This might reflect that the
supporting market policy from Taiwan’s authorities would help reduce panic sell of investors
after the period of financial tsunami.

Keywords: Asymmetric volatility, Trend and transitory component volatility, EGARCH,

Financial tsunami
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