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Abstract

The Fifth Plenary Session of the 19th Central Committee of the Communist Party of China pro-
posed that the focus of economic development should be on the real economy. The real economy is
the foundation of a country’s national economy and social development, and the stock market is
closely linked to the real economy. Stock market price fluctuations can directly or indirectly affect
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the growth of the real economy. Therefore, it is necessary to study the impact of stock market
price volatility on the growth of the real economy. Based on co integration analysis and Granger
causality test, this paper studies the long-term and short-term effects of stock market price vola-
tility on real economy growth. The research results show that there is a correlation between the
Shanghai Composite Index and real economy growth. From the long-term equilibrium results, the
volatility of the Shanghai Composite Index can reflect the development trend of the real economy;
from the short-term volatility results, there is no causal relationship between the volatility of the
Shanghai Composite Index and China’s real economy. China’s stock market is not yet mature, and
the government should clarify its role in the capital market, improve the rules of the stock market,
guide investors to invest rationally, and promote the financial industry to support the develop-
ment of the real economy.
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Figure 1. The volatility of the Shanghai composite index and its trend chart of volatility change rate
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Figure 2. Trend chart of changes in China’s real economy scale and growth rate
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Figure 3. Joint trend chart of the volatility of the Shanghai composite
index and the growth rate of China’s real economy
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Table 1. Descriptive statistics
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Table 2. Unit root test results
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Table 3. Granger causality test results
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