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ABSTRACT 
 
 
 

Changes in variance are frequently found in economic or financial time series. Detecting 
variation or sudden changes in these time series is central to understanding and proper 
interpretation of their behavior. The majority of Bayesian literature considers only the 
possibility of a single structural break. When more than one break point is considered it is 
usually done by focusing on the detection of point of change one at a time becasuse of the 
heavy computational burden involved in looking for more than one simultaneously. In this 
paper we study the problem of detecting multiple changes of variance in a time series. We 
first consider a sequence of independent observations and later we apply the same 
procedure to an AR(1) series. We propose a procedure to detect these variance changes 
based on a dynamic programming algorithm. The problem of finding the most likely set of 
a break points is equivalently represented as that of finding the shortest path connecting two 
nodes on a suitable graph. An algorithm for solving this latter problem is presented. 
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