
Abstract: With the aim of constructing predictive distributions for daily return, we 
introduce a new Markov normal mixture model in which the components are 
themselves normal mixtures. We apply the model to construct predictive 
distributions of daily S&P500 returns, dollar-pound returns, and one- and ten-year 
bonds, and compare the performance with ARCH and volatility models using 
predictive likelihoods.
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