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ABSTRACT

This paper deals with the effects of the political party change and the 1987 crash on the stock price
changes and volatility by the AR(3)-EGARCH(1,1) model. The sample data are Nikkei 225 index daily data
from November 9, 1979 to April 26, 2001, and the performance of manager change in the organization behavior
theory is used to explain the empirical findings of the paper.

The empirical work finds that the political party change does not affect the stock price change and in
Japan. The price change of post-crash decreased significantly, and the volatility of post-crash increase
significantly. The findings of this paper tend to uphold the ritual scapegoating theory so much. The resigned
prime ministers are only scapegoats for the poor performance of economic policy.

Keywords: political party change, volatility asymmetry, ritual scapegoating theory
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