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An Application of Stable Paretian Distribution and
an Investigation into Infinite Variance

®

Seung-wook Bahng
Abstract

This paper focuses on an application of stable Paretian distribution to Korea’s stock
returns. One motive for this paper is that previous research on the stable Paretian
distributions is seldom found in the financial literature of Korea. This paper alsc
investigates the possibility of infinite variance of stock returns. Weekly returns of
fifty randomly selected stocks are used as a data base, and the stability under
addition test and a new technique for infinite variance are conducted. Statistical
investigation into the hypothesis of infinite variance rejected the hypothesis of the

infinite variance.
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