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ABSTRACT

Despite the abundance of studies on the feature of asymmetry and
co-movement of the business cycle in the extant literature, rarely has this
issue been investigated for the volatility behavior of the business cycle.
This paper fills this gap and we investigate the volatility of the rates of
output growth for the US, Canada, the UK, Italy, Japan and Taiwan. The
empirical results show that there have been structural changes in the
volatility of output growth for these countries. While the Markov
Switching heteroscedasticity model can capture this feature very well for
all six countries, the modified Markov Switching heteroscedasticity
model introduced here not only performs extremely well in modeling the
volatility behavior of the growth rate of real GDP, but, at the same time,
also successfully identifies business cycle peak and trough dates.
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