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A Duration Dependence Test for Bubblesin Chinese Stock M arkets

BING ZHANG WEI XU

(Nanjing University of Chemical Technology)

Abstract  In this paper, a new testable implication is derived from the rationa
speculative bubbles model stating that the presence of bubbles implies positive duration
dependence in runs of excess returns. Specifically, the probability of observing anendtoa
run of excess returns declines with the length of the run. We apply duration dependence tests
to test discrete runs of weekly stock index and find strong evidence of bubbles in Chinese
stock markets.
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