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Abstract

In this paper, we develop new methodologies to analyze time-varying structure
of international linkages and evolving market efficiency in stock markets. We con-
sider the time-varying VAR (TV-VAR) model, and apply it to obtain time-varying
impulse responses over time between the U.S. and Japanese stock markets. Our
empirical results provide a new perspective that is the stock market linkages and
market efficiency in the semi-strong sense evolve over time. We conclude that their
behaviors correspond well to historical events of the international financial system.
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