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The generalization of HMM is the prestigious Viterbi algorithm[11]. It need to cal-
culate the maximum Pr(n + 1), which is the most possible hidden state.

et
Pr(n+1) = Pr(H,) Pe(XY | Hy) [] Pr(Hyyy | Hi) Pr(X® | 1)
=1

X0 argmaxPr(n + 1)
e

In addition, there is a charming from Hermann
memory curve[12]. The state transition closer players are to the current, the clearer the
memory, the more distant the dimmer. Anyway, the ratio of max and min eigenval-
ues of transition matrix|13] contains profound information (analogy to Mahalanobis
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distance). And all we have to do is just sum them together with a little bit processing.
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All right, it looks like we're halfway there now. The probability of a state transition
occurrence Pr(f) has been settled as #. There is only half a work left, and that's how
do we describe 5(1) in (1),

1: Capture the Trick of “Momentum”
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REZTEMEVIEAEANRA [Hitai]
BEMRE + BELN [Hitoi] — BRPRFFNESHNATATRNY R

2) ERTAFME LR

°b) EES
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(1) LEVM (2) LEVM
ligh-confid L id

Variables

Variables

(1) LEVM

(2) LEVM

High information asymmetry Low information asymmetry

Interact
Size
ROA
Board

Growth
Topl
age
Constant
Year FE
Industry FE
Observations
R

0.384***(—-8.522
3.081°**(3.514)

0.040(—0.172)
~0.021(~0.200)
0.434(—1.378)

0.142*%(2.041)
5.101***(-5.720)
Yes
Yes
12,476
0.112

~0.329"*(~6.551)

Interact
Size *(~8.027)
ROA (1.597) 2.619°**(2.870)
Board 0.184(0.787) 0.145(0.545)
Growth 0.076(~0.665) 0.108(—0.860)
Top! ~0.073(~0.228 26(—0.901)

Age 0.168**( **(2.704)

Constant —4.930"**(~* —5.047°*(~5.061)
Year FE Yes Yes

Industry FE Yes Yes

Observations 12,874 10,659

2 0.093 0.137

Note: ***, ** and * indicate significance at the 1%, 5%, and 10% levels, respectively. t

4: ERAXMMER I IE B ER MR AL XATITERMN

values are displayed in parenthescs.
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