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V Conclusions 

In this paper, we examine the relation between five factors and possibilities that 

the stock price of a company is volatile by more than ten percent in the next trading 

day, which is also a question that has not received an enormous amount of attention in 

the existing literature. We find that the results estimated by different models provide 

varied results, and certain variables proposed in the literature to predict the expected 

returns do not provide any information in estimators of parameters in this thesis. 

First of all, in both datasets, our results does not support the importance of 

market returns, market values of the equity, and turnover rates in estimating the 

probabilities that the stock price will be volatile by more than ten percent in the next 

trading day. 

Moreover, under the semiparametric general model that takes the effect of 

cumulating event occurrences into account, the book-to-market factor which can be 

seen as a value/growth indicator is always negatively linked to events that the stock 

price of a company is volatile by more than ten percent. Therefore, the stock price of 

companies with a feature of growth stocks (lower book-to-market ratios) is in higher 

probability to increase and decrease by more than ten percent for its higher likelihoods 

of acute fluctuations on stock prices. 

The momentum effect of a company has a positive relation with the probability 

that the stock price’s increases by more than ten percent and has a negative relation 

with the probability that the stock price’s decreases by more than ten percent, 

suggesting that higher stock returns of the previous day make the stock prices more 

likely to increase and less likely to decrease acutely by more than ten percent. Based 

on these findings, we conclude that when the recurrent event analysis is used, our 

results are consistent with the momentum strategies. 
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Finally, during specific periods, we also find a phenomenon usually observed in 

practice: during the bear market, the trend of the stock price gradually decreases with 

some big increases in stock prices occasionally; during the bull market, the trend of 

the market price gradually increases and with acute decreases in stock prices 

sometimes. 

 A possible extension to enhance the estimations is to employ a more complex 

multistate model for estimation. By using a multistate model, we can incorporate 

information of stock prices’ increases and decreases by more than ten percent 

simultaneously in one dataset. A thorough investigation of the links between five 

factors and recurrence rates of price increases and decreases remains an important 

open area of research. 


