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Using daily stocks returns data of a set of Latin-American countries (Argentina,
Brazil, Chile, Mexico and Peru) for the sample period 1996:01-2013:12, we
estimate a stochastic volatility model incorporating both leverage effects and
skewed heavy-tailed disturbances through of the GH Skew Student's t-
distribution based on Bayesian estimation method proposed by Nakajima and
Omori (2012). Two alternative models are estimated, one using an alternative
Skew Student's t-distribution and the other using a symmetric Student's t-
distribution. The results suggest the presence of leverage effects in all markets
except for Peru where the evidence is unclear. In addition, there is evidence of
asymmetries and heavy tails in the Argentina and S&P500 markets while in the
other countries there is no robust evidence of such characteristics. Using the
Bayes factor, the results indicate that the SVGHSkewt model dominates the
other two models for the cases of Peru, Argentina, Brazil and S&P500 whereas
the simple SVt model is preferred for the markets of Mexico and Chile. Similar
findings are obtained after performing a robustness analysis regarding the
priors of the parameters associated with the skewness and the tails of the
distribution. © 2018 Board of Trustees of the University of lllinois
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