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Abstract

There are few researches focusing on firm size transmission effect over the past
in the emerging markets, because they lack relevant information such as firm size
stock index. For research purpose, this study firstly established firm size stock indices
by taking the sample from the stock market in Taiwan. The market value of the
company was assigned as the proxy variable of firm size. All samples in the study
period were ranked and then divided into 10 groups (110 company/ group) (excluding
the lowest 5% in their net volume) by using the concept of weighted price to calculate
the index of all sizes. The largest group of firm size index was assigned as a proxy
variable of the large stock index. And the smallest group of firm size index was
represented as the small stock index. The midcap stock index was made up from
the middle size group of 110 firms. The study adopted DCC-GARCH to analysis firm
size stock indices to explore the firm size transmission effect by comparing the
changes between per- and post- financial tsunami. The firm size transmission effect
was not significant for pre-financial tsunami in volatility of each firm size in the
Taiwan stock market. Whereas, the post-financial tsunami, the firm size transmission
effect was found out significant in changes. The finding of this study would provide
investors an investment decision suggestion that, after the financial emergency, the
investors should pay a lot attention on the large firm size index to make up their
investment decisions in order to benefit the profit of their investment and avoid their
risks.
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