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Abstract

Research has distinguished

between embodied and IST

shocks. I find that DT and

IST volatility have different

effect on stock prices in Chi-

nese markets. IST volatility,

interestingly, increases stock

prices. This new finding is

consistent with an equilibrium

model with two sectors.
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1 Introduction

Can IST volatility behave differ-

ently than TFP that is neutral? In

the US, Segal (2019) documents dis-

tinct effects between the two. I repli-

cate similar evidence in China, find-

ing that IST volatility increases stock

prices. This finding also related to

good uncertainty as in Segal, Shalias-

tovich, and Yaron (2015). Specifically,

a once standard deviation in IST volatil-

ity increases prices by 0.2 standard de-

viations in a sample starting in 2000.

[Table 1 here]
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2 Conclusion

IST volatility raises prices in Chi-

nese markets.
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