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Abstract

From theories or previous empirical studies, it exists the fact that futures market is more sensitive than
spot market, In other words, it implies a significant lead-lag relationship. Therefore, the purpose of this paper
is to examine the Granger causality between FUTURE and SPOT prices of Taiwan stock index tests. By using
the daily closing prices and fiveeminutes interval data during 1999/07/21 ~ 2002/01/18. Through
cointegration and Granger causality tests, we examine the lead-lag relationship between Taiwan Stock Index
Futures and Spot Market. The cointegration analysis reveals that there is a long-run equilibrium relationship
between these two nonstationary price series. Granger causality imply examination gives us the idea that the
futures market leads the spot market by around five to fifteen minutes.
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