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Abstract

The purposes of this study are to investigate the determinants of the stock price of
Taiwan Automotive Industry, including Hotai Yulon and China Companies. This
paper is implemented by the methods of cointegration test, VECM model, impulse
response function and error variance decomposition. The main empirical results are
summarized as follows: there is a long-term equilibrium relationship between the stock
prices of Taiwan automotive companies and the automotive companies stock prices
and exchange rate have negative correlation, that is, the appreciation of New Taiwan
Dollar cause the stock prices of Hotai  Yulon and China rose. In the part of oil prices,
the correlation between stock prices of China and Yulon is negative, but Hotai is
positive. It means that the increasing of oil price causes the sales of Hotai rose. Finally,
Hotai Yulon and China were negatively correlated with interest rate, and in part with
the upstream vendors, Hotai Yulon and China were positive correlated with JUI
company. It indicates that the effects of information transmission significantly existing
among automotive industries of upstream and downstream. But correspondingly the
other upstream TYI| Company, due to different markets, caused stock price no

significant correlation.

Keywords: automotive industry, cointegration, VECM, impul se response
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