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Table 1 Descriptive statistics for the return series of S&P GSCI and DJCI
S&P GSCI -0.339 15.246 72.158 —86.486 2 750
DJCI -0.045 11.351 64.675 -69.967 2 750
BG-LM( 1) BG-LM( 2) BG-LM( 3) ADF ARCH
S&P GSCI 3.972** 2.401" 1.743 —54.443 % 74.577 %
DJCI 1.618 1.094 0.766 —53.698 *** 61.791 ***
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Table 2 Estimations of model parameters
(m=1) (m=2)
S&P GSCI DJCI S&P GSCI DJCI
ul m) —-1.347" 1.080** 1.448 -0.628
o (m) 12.219 —_— -61.053%* -
a,(m) 18.214 — 0.921 I
Bi(m) 2.725** -0.305 -3.360** -1.174
B>(m) -1.418" -0.919" 0.921 1.680
In o( m) —466.041 7 —482.681 % —388.331 7 —408. 5247
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Table 3 Durations of the returns of S&P GSCI and DJCI under different states
D, D, Dy D, D™ D"
S&P GSCI 1.603 1.615 90.403 179.013 55.393 27.710
DJCI 67.924 13.565 255.235 1.156E7 64.986 22.653
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Table 4 State transition probability of the returns of S&P GSCI and DJCI
S&P GSCI DJCI S&P GSCI DJCI S&P GSCI DJCI
Py, 0.376 0.985 0.989 0.996 0.982 0.985
Py, 0.624 0.015 0.011 0.004 0.018 0.015
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Fig. 1 One-step-ahead prediction probability under violent fluctuation
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Fig. 2 Filtered probability under violent fluctuation
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Fig. 3 Smoothed probability under violent fluctuation
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Regime-switching of commodity index returns under financialization of com-
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Abstract: This paper studies the occurrence and causes of the regime-switching of two representative commod—
ity indexes S&P GSCI ( Standard & Poor’ s Goldman Sachs Commodity Index) and DJCI ( Dow Jones Com—
modity Index) by using the modified Markov Regime-Switching model with the dummy variables that reflect
the changes of regimes both before and after the financial crisis. The results show that the suggested model
performances better in characterizing the periodic variation of return volatility which possesses a feature of

“medium-high-medium highJow-medium ”.

Around the turning point the considered commodity index is
shaped as a “V” type. It also reveals that liquidity shocks in the process of financial crisis could alter the
probability of regime-switching. The empirical findings could provide some references to some extent for the
prediction of the trend of commodity markets and the emergence of the stage turning points.
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