

	
	

	









	




	







	









		

		
		

	
	




	
	


	
	



	
	


	
	
	
	
	
	
		
			
			
		

		
		
	

	

	



	
	
	
	

	







	















	Skip to main content












	

	

	
	

	

	
	












			

			





			






	




	


	
	





	








	

	
	
		
		
		
		
		
		
		
		
		
		
		
		
		
	

	
	
		
		
		
	


















	
		
	

	

	
		
	

	







	
		
		
		

		
		
		
		
			
				
				









	
	    












    
    






    
    







    




    






    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    






    
        
    


    
            
            
                
            
            
                
        Add Paper to My Library
        
        

    















	














	
	    







 



	




	







	




































    



			

			
				
				
				
				
				
						
				
				
				
					
						Share:
							
	
	
	


					

					
				
				
				




				
				

    
        
        
        
            

		
		
		

		
            

		
		
		

		
            

            
        

        
    

    


    




				
				
					

					
					Permalink

						Using these links will ensure access to this page indefinitely

						
							
							Copy URL
						

						
							
								
								Copy DOI
								

							

						
				

				
			

		


		
			
				
				




	
	
		
	

	
	
		
		
	

	
	

	
	
	
	Robustly Modelling the Scale and Shape Dynamics of Stock Return Distributions

	
    
        
            
            







    
    










    
    
    
    











			
        

    
	

	
	
		
		
			36 Pages
		
		

		Posted: 15 May 2016
		
			Last revised: 1 Feb 2018
		
		
	

	
		
			
			




	See all articles by Jim E. GriffinJim E. Griffin
University College London
Gelly Mitrodima
London School of Economics & Political Science (LSE) - Department of Statistics
Jaideep S. Oberoi
SOAS University of London - Centre for Financial and Management Studies


		

	
	
	
	
	



	
	
	
	
		
		
	
	
		
			Date Written: February 1, 2018

		
	

	
	
		
		
	

	
	
		
	
	
		Abstract

		We explore time variation in the shape of the conditional return distribution using a model of multiple quantiles. We propose a joint model of scale (proxied by the interquartile range) and other quantiles standardised by the scale. The model allows us to capture the scale and shape of the distribution in one step without making assumptions about the distribution of the underlying conditional shocks from the outset. We find that, once we capture the dynamics of the scale effectively, the time variation in the shape allows a simpler interpretation. The method is illustrated by application to stock price and stock index data and provides evidence that the conditional return distribution becomes heavier tailed at times of market stress. 
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