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W B (MFEE MISHEEIRIMFAT) [Beauty Contests and Fat Tails in Financial Markets |

ERF ME (LEKXRZE RFEE) [Comovement of Stock Markets - An Analysis by Nonlinear
Cointegration |

This paper proposes and estimates a statistical model of nonlinear cointegration, with applications
to the stock markets of Japan and the United States. We define nonlinear cointegration as a long-
run stable relationship between two time series variables even in the presence of temporary nonlinear
divergence from this long-run relationship. More concretely, extending the bubble model of Asako and
Liu (2013) to stock price ratio variables, both upward and downward divergent bubble processes are
estimated at a time. We conclude that, although two stock price indexes are not linearly cointegrated,
they are considered to be cointegrated nonlinearly.
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£k B (duEEXRE EFRIFEMRA) [Chaos in function dynamics]
We construct an example of chaotic solutions in function dynamics. The pointwise dynamics extracted
from function dynamics are described by a piecewise random maps, and global behaviour is analysed

as stochastic chaos. We also observe a period doubling route to chaos in the function dynamics.
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