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Research highlights

e We study the dependence structure between four Central and Eastern European stock
markets

e We use static and dynamic copula functions with different forms of tail dependence

e We provide evidence of positive dependence with different strengths across markets

e Dependence evolved over time and increased after the onset of the global financial
crisis

e We find evidence of symmetric extreme market dependence between CEE stock
markets

Abstract

We examine the dependence structure between four Central and Eastern European
(CEE) stock markets (Czech Republic, Hungary, Poland and Romania) using static and
dynamic copula functions with different forms of tail dependence. We find evidence of
positive dependence between all CEE stock markets, although this dependence is stronger
between the Hungarian, Czech and Polish markets than between these markets and the
Romanian market. We also find evidence of symmetric tail dependence, although not for the
Hungarian and Czech markets. The dependence is time-varying and intensified after the onset

of the recent global financial crisis. These results confirm that CEE stock markets are
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