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Bayesian Testing of ARCH for CAPM with Sructural Change

L1Yong®, NI Zhong Xin?, ZHOU Ying hui®
(1. Business school , Sun Yat-Sen University , Guangzhou 510275, China;
2. College of International Business and Management , Shanghai University , Shanghai 200444 , China)

Abstract : In capitial asset pricing theory , it isafundamental assumption that the extra returnsof securities
have constant variance. However , this assumption is not always realistic, thusit is necessary to check of
this assumption. Under the Bayesan framework , the paper is devoted to constructing Bayesan test for the
autoregresson conditional heteroscadasicity (ARCH) of the CAPM with structural change. Intheend, the
effectiveness of the developed approach isillustrated with a real example.

Key words: ARCH ; Bayesfactor; CAPM ; path sampling; structural change



