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ABSTRACT. The comparison of the power properties of some already known
nonlinearity tests and a new proposed test is provided. We are testing the
validity of Markov assumptions by the proposed test as an alternative to the
classical test for linearity against the Markov-switching type of nonlinearity,
which is very time-consuming. The RESET-type tests, McLeod-Li test and
Tsay test are used to investigate their ability to reveal the Markov-switching
type of nonlinearity since they test only some departures from linearity in
general without a specific nonlinear parametric alternative.
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