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The Latest Development on the Theory of Mean Reversion and its Quantitative
analysis method

Song Yu-chen

(Business School , Jilin University, Changchun jilin 130012, China)

Abstract:The establishment of The Theory of Random Walk and many tests of it support that the stock price
could not be predicted. Nevertheless, with the development of security investment theory for a decade, there has
been a great progress at the forecast of the movement of share price theoretically and practically. The Theory of
Mean Reversion believers argue that from a long run, the price of stock appears to be like mean reversion. The
following article proves to be a comprehensive and systematic description , as well as a relevant analysis and
comment of the theory of mean reversion ,especially for long-term investors.
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