ASA a Log in Register ™ Cart

AMERICAM STATISTICAL ASSOCIATION
Promating the Practice and Prafession of Sutistes

Home P» Journal of Business & Economic Statistics P List of Issues » Volume 30, Issue 3
» Components of Bull and B...

The online home for the publications of the American Statistical Association

Journal of Business & Economic Statistics >
Volume 30, 2012 - Issue 3

1,709 56 0
Views  CrossRef citations to date Altmetric
Original Articles

Components of Bull and Bear Markets:

Bull Corrections and Bear Rallies

John M. Maheu, Thomas H. McCurdy & Yong Song
Pages 391-403 | Received 01 Mar 2010, Accepted author version posted online: 03 Apr 2012, Published online: 20 Jul

2012
66 Cite this article https://doi.org/10.1080/07350015.2012.680412

Bi Full Article lia) Figures & data & References 66 Citations Ll Metrics

& Reprints & Permissions Read this article

Abstract

Existing methods of partitioning the market index into bull and bear regimes do not
identify market corrections or bear market rallies. In contrast, our probabilistic model of
the return distribution allows for rich and heterogeneous intraregime dynamics. We
focus on the characteristics and dynamics of bear market rallies and bull market
corrections, including, for example, the probability of transition from a bear market rally
into a bull market versus back to the primary bear state. A Bayesian estimation
approach accounts for parameter and regime uncertainty and provides probability
statements regarding future regimes and returns. We show how to compute the
predictive density of long-horizon returns and discuss the improvements our model

provides over benchmarks. This article has online supplementary materials.
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