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Markov Switching Dynamic Factor Models
Abstract. We extend the Markov-switching dynamic factor model to account for some of the specificities of the day-to-day
monitoring of economic developments from macroeconomic indicators, such as mixed sampling frequencies and ragged-edge
data. First, we evaluate the theoretical gains of using data that are available promptly for computing probabilities of recession
in real time.

Markov-switching dynamic factor models in real time ...
We extend the Markov-switching dynamic factor model to account for some of the specificities of the day-to-day monitoring of
economic developments from macroeconomic indicators, such as mixed ...

(PDF) Markov-switching dynamic factor models in real time
Based on a Markov-switching extension of the linear dynamic factor model proposed by Mariano and Murasawa (2003), our
procedure deals with missing observations by using a time-varying nonlinear Kalman filter. Whenever the data are not
observed, the missing observations are replaced by random draws from a variable whose distribution cannot depend on the
parameter space that characterizes the Kalman filter.

Markov-switching dynamic factor models in real time ...
The model of the common factor with nonlinear (Markov-switching) dynamics as the one estimated by Kimand Nelson can be
expressed as follows: y t =±+°(L) c t +u t (1) where y t is the n 1vector of the ⋯rst di¤erences of the observed
time series in logs; c t is ⋯rst di¤erence of the unobserved common factor having a regime-switching dynamics; u

Markov-Switching Common Dynamic Factor Model with Mixed ...
Our framework is the single-index Markov-switching dynamic factor model proposed in the mid-nineties by Kim and Yoo
(1995), Chauvet (1998), and Kim and Nelson (1998), 4 which incorporates both comovements and business-cycle shifts into a
statistical model. The model postulates that a vector of Neconomic indicators, y

Markov-switching dynamic factor models in real time
In the example above, we described the switching as being abrupt; the probability instantly changed. Such Markov models are
called dynamic models. Markov models can also accommodate smoother changes by modeling the transition probabilities as an
autoregressive process. Thus switching can be smooth or abrupt.

Markov-switching models | Stata
Markov switching dynamic regression models. This notebook provides an example of the use of Markov switching models in
Statsmodels to estimate dynamic regression models with changes in regime. It follows the examples in the Stata Markov
switching documentation, ...

Example: Markov Switching Dynamic Regression Models ...
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Markov switching dynamic regression models¶ This notebook provides an example of the use of Markov switching models in
statsmodels to estimate dynamic regression models with changes in regime. It follows the examples in the Stata Markov
switching documentation, which can be found at http://www.stata.com/manuals14/tsmswitch.pdf .

Markov switching dynamic regression models — statsmodels
Markov switching model is that the switching mechanism is controlled by an unobserv-able state variable that follows a rstorder Markov chain. In particular, the Markovian property regulates that the current value of the state variable depends on its
immediate past value. As such, a structure may prevail for a random period of time, and it will be

LECTURE ON THE MARKOV SWITCHING MODEL
In financial econometrics, the Markov-switching multifractal (MSM) is a model of asset returns developed by Laurent E. Calvet
and Adlai J. Fisher that incorporates stochastic volatility components of heterogeneous durations. MSM captures the outliers,
log-memory-like volatility persistence and power variation of financial returns. In currency and equity series, MSM compares
favorably with standard volatility models such as GARCH(1,1) and FIGARCH both in- and out-of-sample. MSM is used by
practit

Markov switching multifractal - Wikipedia
To overcome these limitations, we propose a Markov-switching dynamic factor model, which allows the dynamic connectivity
states in functional magnetic resonance imaging (fMRI) data to be driven by lower-dimensional latent factors.

Estimating Dynamic Connectivity States in fMRI Using ...
We use a Markov-switching dynamic factor model (MS-DFM) to extract common nonlinear busi- ness cycle dynamics from a
set of leading indicators. We distinguish between n hhard indicators, y(h) it, such as new orders, interest rates, and oil prices,
which typically account for rather short- term uctuations, and n

Predicting Ordinary and Severe Recessions with a Three ...
Markov Switching Models and the Volatility Factor: A MCMC Approach. 5 Factor Model The baseline model for our analysis is
a standard factor model a la Fama-French where the three pric- ing factors are the US equity market, the value and size eects.

Markov Switching Models and the Volatility Factor: A MCMC ...
the FSV model more
攀 椀戀 攀
戀 攀
爀攀
爀攀 最攀 攀爀
椀 攀 varying variance–
matrix of factor loadings to be time dependent. Secondly, we entertain FSV models with jumps in the common factors
volatilities through So, Lam and Li’s [1998.A stochastic volatility model with Markov switching. J.

Factor stochastic volatility with time varying loadings ...
Application #3: A Dynamic Factor Model with Markov-Switching: Business Cycle Turning Points and a New Coincident Index.
Programs: KIM_JE0.OPT - not available at this time . KIM_JE1.OPT - A State-Space Representation of Lam's (1990)
Gerneralized Hamilton Model and Kim's (1994) Filter(easier version)

Professor Kim, Chang Jin's Homepage
We extend the Markov-switching dynamic factor model to account for some of the specifi cities of the day-to-day monitoring of
economic developments from macroeconomic indicators, such as ragged edges and mixed frequencies. We examine the
theoretical benefi ts of this extension and corroborate the results through several Monte Carlo simulations.

Markov-Switching Dynamic Factor Models in Real Time by ...
The dynamic factor Markov-switching (DFMS) model introduced by Chauvet (1998) has proven to be a powerful framework to
measure the business cycle. We extend the DFMS model by allowing for time-varying transition probabilities, with the aim of
accelerating the real-time dating of turning points between expansion and recession regimes. Time-variation of the transition
probabilities is brought ...

Accelerating Peak Dating in a Dynamic Factor Markov ...
(2001). Latent leading and coincident factors model with Markov-switching dynamics. (2005). Measuring and predicting
turning points using a dynamic bi-factor model. (2003). Measuring business cycle turning points in Japan with a dynamic
Markov switching factor model. (2000).

This book is a collection of state-of-the-art papers on the properties of business cycles and financial analysis. The individual
contributions cover new advances in Markov-switching models with applications to business cycle research and finance. The
Page 2/3

Download Free Markov Switching Dynamic Factor Models In Real Time Ssrn
introduction surveys the existing methods and new results of the last decade. Individual chapters study features of the U. S.
and European business cycles with particular focus on the role of monetary policy, oil shocks and co movements among key
variables. The short-run versus long-run consequences of an economic recession are also discussed. Another area that is
featured is an extensive analysis of currency crises and the possibility of bubbles or fads in stock prices. A concluding chapter
offers useful new results on testing for this kind of regime-switching behaviour. Overall, the book provides a state-of-the-art
over view of new directions in methods and results for estimation and inference based on the use of Markov-switching timeseries analysis. A special feature of the book is that it includes an illustration of a wide range of applications based on a
common methodology. It is expected that the theme of the book will be of particular interest to the macroeconomics readers as
well as econometrics professionals, scholars and graduate students. We wish to express our gratitude to the authors for their
strong contributions and the reviewers for their assistance and careful attention to detail in their reports.

We estimate a Markow-switching dynamic factor model with three states based on six leading business cycle indicators for
Germany preselected from a broader set using the Elastic Net soft-thresholding rule. The three states represent expansions,
normal recessions and severe recessions. We show that a two-state model is not sensitive enough to reliably detect relatively
mild recessions when the Great Recession of 2008/2009 is included in the sample. Adding a third state helps to clearly
distinguish normal and severe recessions, so that the model identifies reliably all business cycle turning points in our sample.
In a real-time exercise the model detects recessions timely. Combining the estimated factor and the recession probabilities
with a simple GDP forecasting model yields an accurate nowcast for the steepest decline in GDP in 2009Q1 and a correct
prediction of the timing of the Great Recession and its recovery one quarter in advance.

"This article deals with using panel data to infer regime changes that are common to all of the cross section. The methods
presented here apply to Markov switching vector autoregressions, dynamic factor models with Markov switching and other
multivariate Markov switching models. The key feature we seek to add to these models is to permit cross-sectional units to
have different weights in the calculation of regime probabilities. We apply our approach to estimating a business cycle
chronology for the 50 U.S. States and the Euro area, and we compare results between country-specific weights and the usual
case of equal weights. The model with weighted regime determination suggests that Europe experienced a recession in
2002-03, whereas the usual model with equal weights does not"--Federal Reserve Bank of St. Louis web site.
The past decade has seen powerful new computational tools for modeling which combine a Bayesian approach with recent
Monte simulation techniques based on Markov chains. This book is the first to offer a systematic presentation of the Bayesian
perspective of finite mixture modelling. The book is designed to show finite mixture and Markov switching models are
formulated, what structures they imply on the data, their potential uses, and how they are estimated. Presenting its concepts
informally without sacrificing mathematical correctness, it will serve a wide readership including statisticians as well as
biologists, economists, engineers, financial and market researchers.
The dynamic factor Markov-switching (DFMS) model introduced by Chauvet (1998) has proven to be a powerful framework to
measure the business cycle. We extend the DFMS model by allowing for time-varying transition probabilities, with the aim of
accelerating the real-time dating of turning points between expansion and recession regimes. Time-variation of the transition
probabilities is brought about endogenously using the accelerated score-driven approach and exogenously using the term
spread. In a real-time application using the four components of The Conference Board's Coincident Economic Index for the
period 1959-2020, we find that signaling power for recessions is significantly improved.
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