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Dear Professor Jeong,  
 
Please find attached my evaluation report of PhD Thesis prepared by Jan 
Novotný on “Essays on the effective market dynamics”.  
 
Please do not hesitate to contact me if you have any further questions.  
 
Yours sincerely 
 
 
 

 
Prof. Jarko Fidrmuc  
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Referee Report on PhD. Thesis by Jan Novotný 
„Essays on the effective market dynamics“ 

 
Financial market volatility has moved to the focus of theoretical and 
public attention since the outbreak of the financial crisis. The thesis 
analyses deeply the price jumps which represent a specific form of 
volatility of financial markets. Price changes, for example recent price 
falls, are a source of concern for individual and institutional investors and 
policy makers. Therefore, it is important that the thesis addresses this 
important issue. The inclusion of Central Eastern European markets adds 
a special feature to this.  
 
The dissertation consists of three chapters, which represents individual 
papers with potential for a publication. All papers were published already 
as working papers and presented at recognized conferences. The topic is 
introduced in a special introductory chapter. This part could be longer, 
the results of different chapters could be compared each to other or to 
other publications. The preface could also indicate, whether some policy 
implications can be drawn from the papers.  
 
The first chapter discusses price jumps in Visegrad-countries from 2003 to 
2010. The paper uses appropriate data on itra-day volatility (5-minutes 
prices). Thus, the author has proven his ability to work with large data 
sets. While the results confirm some general expectations, Prague stock 
exchange is found to be somewhat specific. Somewhat surprisingly, the 
financial crisis is found to have no statistic effects on characteristics of the 
price jumps.  
 
The second chapter performs a similar analysis on the US market before 
and after the Lehman crisis. The generally-accepted hypothesis that price 
jumps increased during the financial crisis was also not confirmed in this 
chapter. Thus, the results of both chapters represent an interesting 
finding, which should be better presented to a reader.  
 
However, the findings of both papers may be sensitive to selected 
indicator of price jumps. Therefore, the author performs Monte Carlo 
simulations in the last chapter. However, the paper fails to identify 
indicators which are mostly robust. Instead of this, it concludes that “any 
meta-analysis based on different price-jumps indicators is not possible 
since the indicators tend to perform in very different ways” (page 111). 
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Actually, this restricts not only the applications of meta- analysis to the 
topic, but also any broader analysis. Thus, the findings of the previous 
chapters are subject to this critique as well. The robustness of presented 
results from the perspective of presented simulations should be 
addressed also during the defense of the thesis.  
 
While the thesis was carefully edited, there still stay some space for 
further improvements. All chapters concentrate on technical and 
descriptive analysis. Further research could look at the determinants of 
different stock market volatility in different countries and periods. The 
papers fail to derive some policy implications. Actually, conclusions are 
rather short and weak. Conclusions in all three chapters start with the 
same phrase “We/I performed an extensive analysis of price jumps …”  
 
The dissertation of Jan Novotný presents an interesting collection of 
papers on financial volatility. The selected topics are analyzed by 
appropriate empirical methods on unique and deailed data sets. In sum, 
the dissertation of Thomas Novotný presents a suitable thesis which 
fulfills clearly all requirements for an independent dissertation.  
 
 
 

 
Prof. Dr. Jarko Fidrmuc 


