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Abstract

The volatility in the stock market responds differently to information types. That is, the
asymmetric volatility exists in the stock market which responds more to unexpected negative
returns due to bad news than unexpected positive returns due to good news. This paper
examines the asymmetric response of the volatility of KOSPI, large-cap, middle-cap, and
small-cap indices returns which is announced in Korea exchange (KRX) by using the MA-GJR
model and the MA-EGARCH model. According to empirical analyses, it shows that the
asymmetric response of volatility exists in all indices regardless of volatility estimation models
and the degree of the asymmetric volatility response of the small-cap index returns is greater
than that of the large—cap index returns. Moreover, this results also observed robustly during the
period of both before and after the global financial crisis.
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