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Impact of The Jump and Asymmetric
Effects on Stock Returns

JonaTHAN HUANG, Yen-Hsien LEE, CHien-Liang CHIU ’

ABSTRACT

This study adopts the GARJI model, proposed by Maheu and McCurdy (2004), to investigate that the jump
and asymmetric effects impact on stock returns for Taiwan and US. The model has extended the GARCH model,
the conditional jump intensity by an ARMA(1,1) process and the asymmetric effect.

The empirical results that, firstly, jump intensity and frequency are time-varying in stock markets and
jump-induced volatilities are 22.8% and 15.3% for Taiwan and US, which jump process is greatly importance.
Second, The bad news induces volatility greater than the good news whatever the stock markets exit jump
behavior. The feedback of the jump will be greater than diffusion in the bed news when early day is the bad
news, but the feedback of the diffusion and the jump don’t difference when early day is the good news. Third,
the news impact curve became symmetry when the stock markets exit jump behavior; nevertheless, S&P 500
index still exits asymmetry of news. Fourthly, jump volatilities for the serious financial crisis are greater than

the mean of sample except financial crisis of Argentina.

Keywords: GARJI model, news innovations, asymmetric effect, news impact curve

* Jonathan HUANG, Senior Vice President, Fubon Commercial Bank Co., Ltd. Financial Services
Group-Electronic Banking Dept. Yen-Hsien LEE, Doctoral Student, Department of Banking &
Finance, Tamkang University. Chien-Liang CHIU, Associate Professor, Department of Banking &
Finance, Tamkang University.



