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Research on the Impact of Margin Trading and Short Selling on the

Volatility of Chinese Stock Market Based on VAR Model
LIN Tao'?

(1. College of Big Data Applications and Economics,Guizhou University of Finance and Economics, Guiyang,
Guizhou 550025, China; 2. Western China Collaborative Innovation Center for Poverty Reduction and
Development , Guizhou University of Finance and Economics, Guiyang, Guizhou 550025 , China)

Abstract ; Based on the daily transaction data of the margin trading, short selling and Shanghai — Shenzhen
300 Index from April 1, 2010 to November 29, 2019, this paperstudies the impact of margin trading and short
selling on the volatility of China’ s stock market through methods such as Granger causality test, VAR model and
impulse response function. The results show that; Margin trading, short selling and stock market fluctuations have
a two — way Granger causal relationship; Margin trading and short selling has a significant negative impact on
stock market volatility, that is, it has a suppressive effect on stock market fluctuations, but its impact is small.
Compared with margin trading, margin trading has less impact on stock market volatility.

Key words : margin trading, short selling, stock market volatility, VAR model
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