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Empirical analysis of financial contagion based on
nonlinear similarity
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Abstract: We modify the dynamical similarity method of nonlinear time series, and apply G-C method
of phase space reconstruction and the sign- modified dynamical similarity model to estimate the similar+
ty index between the financial markets of US and Britain, France, Germany, Japan and China respec-
tively. The results show that nonlinear similarity between each country’ s stock index and that of US
exists in different time and different degrees, which means US economy influences other countries in
periods of economic prosperity, and also infects these countries in financial crises. T he trends of model
calculations and the phenomenon they present indicate that the siga- modified nonlinear dynamical simi
larity model is suitable for the financial market, and it is a practicable new method to analysis financial
contagion.
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Tab.3 Statistical characteristics of

nonlinear similarity index ¥

FTSE100 FCHI GDAXI N225 SSI
Mean 0.0564 0.0320 0.047 1 0.0448 -0.016 3
Std 0.3921 0.2679 0.4569 0.2435 0.133 2
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