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An Empirical Study on Copper Futures Price Linkage Based on
Spillover Index between SHFE and LME

SHENG Wei-feng, ZHANG Bing, XIE Shi-hong
(School of Management Science and Engineering, Nanjing University, Nanjing 210093, China)

Abstract: The spillover effect of copper futures’ return between LME and SHFE is obvious and the spillover index of LME and SHFE
is 15.6% and logarithm return rate first order difference is reciprocally Granger causality based on three months futures copper closing
price of SHFE and LME from January 5th, 2006 to April 29th, 2010. The spillover index is further analyzed, and the results show that
LME has a leading position on the linkage of copper’s price between home and abroad but the spillover index demonstrates the falling
trend, which indicates that the pricing autonomy of copper futures of SHFE is gradually increasing. Currently, SHFE can not challenge
the central pricing position of LME for global copper, China needs to further increase its power and to strengthen discourse right for
international copper pricing.
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