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Stock Price Volatility Analysis Based on
Semi-Parametric LM-ARMAX Model

CHEN Chun-chun, HU Ri-dong

(College of Economics and Finance, Huaqiao University, Quanzhou 362021, China)

Abstract: We selected all listed companies data of 1991—2010 in Shanghai stock exchange, established long memory-au-
toregressive moving average with exogenous variables (LM-ARMAX) model to study the determining factors of stock
price volatility, and then, had a generalized likelihood ratio test based on the semi-parametric estimation and Smirnov test
based on Wild Bootstrap according to the results of semi-parametric estimation of the model. The results show that the
major factors of the stock price volatility are the book ratio and the volume, not the income ratio of net assets; compared
to “index research” and “sample alternative research”, the empirical data is more accurate and more convincing.
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