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ABSTRACT

This paper, focusing on the bear market in the year 2000, Taiwan Stock Exchange
Index dropped 43.9% in this year. This was the second highest drop rate since the stock
market opened. In this year, stock market experienced dramatic fluctuations. The stock
index reached 10,000 level two times in the first half of the year; however, it started to
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drop periodically from July to December, and even fell below 4,000 level. This paper
utilizes FM-VAR block causality test to analyze the interrelationships among 5 variables:
the stock exchange index, stock price index futures, trading volume, buying on margin
balance, and the stock price of the Taiwan Semiconductor so as to determine the causality
among them. It is believed that the result of this study will be helpful to the better

understanding of the bear market in Taiwan.

Key words: FM-VAR block causality test, bear market, stock price index futures, trading
volume, fully modified VAR or FM-VAR
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