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A Study on the Time-varying Granger Causality Relation of Scissors

Gap of Money Supply and Stock Market Return

Cai Yifei
(Northeast Normal University, Jilin Changchun, 130117)

Abstract: This paper theoretically analyzes the interaction mechanism of scissors gap of money
supply and stock return. Meanwhile, we make use of the Granger test based on rolling window
bootstrap method to test the time-varying causality relation of scissors gap of money supply and
stock return. As usual, the increase of scissors gap of money supply could boost stock market.
Additionally, there indeed exits positive Granger causality relation. However during the bull
market of 2015, the scissors gaps money supply negatively cause stock market return. Since
October 2015, there is negligible correlation between scissors gap of money supply and stock
market return. Furthermore, there is no Causality relation of them.
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