
	
	



	My Orders
	LoginRegisterReset Password


	Pubblica & DistribuisciSoluzioni Editoriali
Soluzioni di Distribuzione





	Temi




	PubblicazioniRiviste
Libri
Atti





	Blog
	Contatti

	Cerca
	LoginRegistratiReimposta password



	Carrello

	ItalianoEnglish
Deutsch
Polski
Español
Français
Italiano








	Home

	
	Riviste
	
	Financial Internet Quarterly
	
	Volume 16 (2020): Numero 4 (December 2020)



Accesso libero


 

A note on: A early warning system for market inefficiency
Reza Habibi
Reza Habibi

   | 31 dic 2020


Financial Internet QuarterlyVolume 16 (2020): Numero 4 (December 2020)







INFORMAZIONI SU QUESTO ARTICOLO
Articolo precedente

Articolo Successivo



	Sommario
	Bibliografia
	Autori
	Articoli in questo Numero





Anteprima

PDF

Cita



CONDIVIDI





Pubblicato online: 31 dic 2020
Pagine: 35 - 41
Ricevuto: 01 ott 2020
Accettato: 30 nov 2020
DOI: https://doi.org/10.2478/fiqf-2020-0026
Parole chiave

ARTA, EMH, EWS, Least square, Market inefficiencies, Martingale, Probability index, Regression model
© 2020 Reza Habibi, published by Sciendo
This work is licensed under the Creative Commons Attribution-NonCommercial-NoDerivatives 3.0 License.


Violation of the efficient market hypothesis (EMH) in a specific market may lead to construction of bubbles which is a signal of inefficiencies. Although speculative bubbles soon decay, if they exist for a long time, they will lead to financial crises. Early warning systems (EWSs) are designed to quickly alert the market to crises. Under EMH, the logarithm of price is a martingale process. Thus, it is necessary to use a suitable EWS tool for violation of martingale properties of the logarithm of asset prices. In this paper, using the auto-regressive (ARTA) models, and assuming Markov structure between financial random variables, the conditional means are formulated as a simple regression. Then, using the recursive formula for least square estimates of regression parameters, the hypothesis of variables being martingale is tested. This approach leads to a probability index which serves as an EWS. Then, throughout two real data sets, it is seen that the results of the study are applicable to construct EWS for detecting stock market crashes as well as exchange rate market crises. A discussion section is proposed. Finally, based on these results, conclusions are given.
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