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                    Malaysia as one of the fastest growing economy among Southeast Asia countries have 
 attracted substantial foreign investment as well as developing and maintaining trading 
 relationships with countries all over the world. This paper utilised three different 
 multivariate GARCH models to examine volatility dynamics across five different regions 
 all  over  the  world  from  January  5,  1999  to  March  13,  2015.  Volatility  transmission 
 determination plays an important role in verifying correlations among countries’ 


economy and stock markets. The CCC model present significant findings for every stock 
market  index  paired  with  the  KLSE  index,  which  confirms  constant  return  volatility 
relationships  among  stock  exchanges  of  these  economies  in  the  long  term.  However, 
a  criticism  of  the  CCC  model  is  its  assumption  of  having  non-changing  relationship 


between  stock  returns’  volatility.  The  existence  of  changing  volatility  relationships 
 can possibly be present in times of sudden political and economic tensions. For 
 example,  the  dynamic  volatility  relationship  between  Malaysia  and  China’s  stock 
 markets, can be due to the unstable situation in the South China Sea, where China is 
 claiming territories near Malaysia’s Borneo island state of Sarawak. On the other hand, 
 steady  long-term  volatility  relationships  between  Malaysia’s  main  stock  index  and 
 the UK’s FTSE 100, Germany’s DAX and France’s CAC 40 as found in the CCC and DCC 
 specifications  are  attributed  to  the  long-term  FTA  signed  between  Malaysia  and  the 
 European countries. 


Similar  findings  were  observed  in  Malaysia’s  steady  economic  relationships  with 
 other countries’ stock markets, which are products of strong trading and investment 
 partnerships  like  the  significant  volatility  linkage  between  Malaysia  and  South  Africa’s 
 JSE,  which  can  be  attributed  to  the  implementation  of  the  Malaysia-Africa  Business 
 Forum  enhancing  Malaysia’s  investments  in  South  Africa  in  petro-chemicals,  
 tele-communications,  real  estate  and  tourism.  The  BEKK  model  confirms  these  volatility 
 relationships  and  adds  that  these  stock  markets’  volatilities  are  affected  by  their  own 
 lagged volatilities, and cross-lagged covariance from other stock markets. The 
 log-likelihood  values  identified  the  best  fitting  model  among  the  three  MGARCH  models 
 applied, which favours the DCC model over the CCC and BEKK estimations. This confirms 
 the  fact  that  the  DCC  model  is  better  in  judging  volatility  dynamics  in  global  stock 
 markets  due  to  rapid  economic  growth  and  increase  of  globalisation  among  regions. 


These results can provide economic significance to the investing community, especially 
 traders in stock markets as a possible basis for investing strategies in Malaysia. 


Furthermore, the public or even the government can have a better knowledge of 
 the  volatility  transmission  linkages  between  Malaysia  and  global  regions.  Among  the 
 academe, researchers can gain new insights in the volatility spillover relationships 
 among different regions, particularly those with few studies in the literature, which can 
 provide wider avenues for future research.


This paper has included 15 stock market returns to represent five different 
 continents.  Although  it  has  considered  a  number  of  major  stock  markets,  the  study 
 still cannot claim a global representation. Our study only included Malaysia, the United 
 States, Canada, the United Kingdom, Germany, France, Australia, New Zealand, Japan, 
 China, India, South Africa, Nigeria and Egypt which ignores other countries especially 
 from  the  developing  economies.  As  the  emerging  markets  become  increasingly 
 integrated  globally,  these  economies  should  not  be  underestimated.  Further  studies 
 are suggested to include more emerging stock markets to gain a more global stock 
 market relationship. 


The study also centred on the pairings of the KLSE index with other major stock 
markets.  However,  other  possible  market  pairings  (e.g.,  France-Nigeria,  Australia-India 
and  Canada-Egypt)  are  very  much  possible  and  can  provide  substantial  information, 
but were not covered. Thus, it is suggested that future studies consider other market 
relationships to get wider results. Another perceived limitation is the lack of creating a 
more solid connection in the literature with findings coming from less common 
country-pairings for our research. For example, to the best of our knowledge, no studies have 
yet been done on the relationship of Malaysia’s stock market with the financial markets 


the  linkage  between  Malaysia  and  the  US,  Japan,  China,  India  and  other  ASEAN 
 countries. Therefore, the limitation of providing a better connection with previous 
 literature is expected. Nevertheless, this paper can advance knowledge by providing 
 fresh information among the less common market pairings for the investing public.


Methodology  limitations  were  also  identified,  MGARCH  models  applied  cannot 
 capture  important  data  characteristics  like  volatility  asymmetries  and  leverage  effects. 


The  extant  literatures  have  been  adamant  in  stressing  the  importance  of  identifying 
 these properties, because negative shocks have a wider impact on volatility than 
 positive  news.  These  multivariate  models  cannot  also  control  external  factors  (i.e., 
 stronger  Asian  economies  like  China,  India  and  Japan)  that  might  affect  volatility 
 relationships of Malaysia to other non-major players. Future theoretical and empirical 
 studies can augment the MGARCH models to capture the above mentioned limitations 
 by adding models that cover asymmetries, leverage effects, and control of other 
 variables. The relatively few number of studies using MGARCH models will again limit 
 the research in providing better literature connection in our future findings. However, 
 this paper can again provide extensions that will push topic boundaries for the 
 academic community.
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