
LETTER TO REVIEWER #1 
 

 

We want to thank you for your thorough revision of our paper. We have taken into 
account all your comments and suggestions in the new version of the article. In what 
follows we indicate the main changes made in the text. 

 
1.Preliminary comments and suggestions 

 
In the new version we have introduced several suggestions and comments from the 
reviewer: 
 

• A new comment on the seminal papers of the rational valuation of assets in 
Section 1 “Introduction”. 

• A new paragraph to complete the references on the analysis of house prices in 
Australia to other countries in Section 1 “Introduction”.  

• A new footnote in Section 2 “Econometric methodology” to include the work of 
Kirman and Teyssière (2005).  

• A new paragraph in subsection 2.3. “A model for recurrent explosive behavior in 
time series data” to include comments on there is also some evidence for the 
possible spurious effect of a bubble or explosive component on the measurable 
persistence and properties of the stochastic component of a time series but 
there does not seem to be a clear connexion, at least explained in some detail, 
with the identifiable structure of the deterministic component of the series 
(Evans, 1991, and Yoon, 2012). 

• In the same last paragraph subsection 2.3. “A model for recurrent explosive 
behavior in time series data” to include a comment that, at best, it can be argued 
that many existing testing procedures can confuse a structural break in some 
deterministic component for a change in persistence of the stochastic 
component, in the sense of Kim (2000). 
 

2. The authors should clarify is the main hypothesis to solve 
 
In the new version we have introduced four new paragraphs at the beginning of section 
2 “Econometric methodology”, as suggested by the reviewer. 
 
In the new version we have introduced a new paragraph at the end of section 3.3 
“Explosive dynamics” to consider that the results obtained by the authors for two 
different analyses (structural instability and identification of collapsing explosive 
processes) are not the same (different dates), as suggested the by the reviewer. 
 
3.Some particular comments and mistakes 
 

• We have introduced several interesting comments, as suggested the by the 
reviewer: BIS comment in section 1 “Introduction”; concept of “structural 
instability” in subsection 2.1. “Structural break tests in the level or slope of the 
trend function of the time series”. 



• New footnote on reference of King (2000) and Chong (2001) in subsection 2.1. 
“Structural break tests in the level or slope of the trend function of the time 
series”. 

• New footnote for some alternative procedures for testing a bubble behavior of 
Breitung and Kruse (2013) and Homm and Breitung (2012) in subsection 2.3. “A 
model for recurrent explosive behavior in time series data”. 

 
Finally, we have corrected all typos and some mistakes, as suggested the by the 
reviewer. 
 
 
 


