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	Abstract: This study uses the multinomial logit model in which comovements are categorized into three outcomes, namely (i) negative comovements, (ii) positive comovements and (iii) no comovements, with the purpose of the empirical analysis being to investigate the economic determinants that affect the comovement relationships in the stock markets for Taiwan and four major trading partners (Mainland China, United States, Japan and Hong Kong) using daily data covering the period from 1994 to 2004. The period under study is further divided into three sub-periods, i.e. the period before the Asian financial crisis, that during the Asian financial crisis and that after the Asian financial crisis, in order to determine whether the factors influencing the comovements in the stock market returns of Taiwan and its trading partners actually change over time. In addition, this study differs from earlier studies that only emphasized the analysis of statistical significance in that it attaches importanace to analysing both the statistical and economic significance of the factors affecting comovements. The empirical results indicate that, regardless of whether it is the period during or after the financial crisis that is being considered, the volatility of stock market returns and the rate of change in the exchange rate are both important factors that affect comovement. In addition, interest rate differentials play an increasingly important role in the period after the financial crisis.
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