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Abstract:

Recent financial crises have shown the importance of determining the directionality

of the influence between financial assets in order to identify the origin of market unstabilities.

Here, we analyze the correlation between Japan’s Nikkei stock average index (Nikkei 225) and

other financial markets by introducing a volatility-constrained correlation metrics. The asymmetric

feature of the metrics reveals which asset is more influential than the other. As a result, this method

allows us to unveil the directionality of correlation effect, which could not be observed from the

standard correlation analysis. Furthemore, we present a theoretical model that reproduces the

results observed in empirical analysis.
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