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Historical Data Analysis Investor Psychology
Six major U.S. bull & bear market We model the dynamic interaction between Risk-On (R) and Risk-Off (S)
investors as a continuous-time system.
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2000-2002 . Tech valuation ~ Se.ntlment Mean Reversion: Extreme market optimism or pessimism
BEAR = bubble will fade.
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Logical Framework Implementation
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We estimate the probability of each market regime using Softmax. S e e L it S ’
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Calculates raw match scores between real-time data and each market 305
regime. Raw scores are unbounded and cannot act as probabilities. 00-
Timeline
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Convert scores to probabilities: Strategy In-Sample (2000-2015) i ;uza?d i
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Converts unbounded scores into standardized probabilities that sum to 1; S&F 500 i Rhereg s k= izl
all regimes retain non-zero likelihood. NASDAQ . 0.18 -17.9 5. ¢ 0.74
Equa:I-Weight 6.3 0.43 6.9 1 2.9 0.77

Weight asset historical risk-adjusted returns by readable
regime probabilities to generate dynamic, allocation rankings. 60/40 Portfolio W 0.34 | o 0.81
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