Applying some hybrid models for modeling bivariate time series assuming different distributions
for random error with a practical application
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Generalized Autoregressive Conditional Heteroskedasticity, GARCH(r, s)
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0, = 0,

oy =0, for i=1,2,3, .1,

ﬂi =0, for j=1,2,3,...s

(o i) AL e ot gl ) & gand) g ol pal) ) 8 GARCH(1, 1) g g—adl j—iinyg

5 e J-S ABNE Gy Iall) (o 0y (e Ylartiad HSYY 3 gai¥) g Aia 31 JoDluad) ) 923

E oAl a i) il Aol i) (Say g 193938T i 3 il il A pdad B r g
s Al Ll (1) 48Dl (5) Adalead) (o« GARCH(1,1)

h, = o 4o, £2_, +9,h,_, - (6)

u_k: Aqind o3e) GARCH(1,1) gis—aiy ‘_,LJ_.A\ Gl FTI ki le o) iy

Ll Ll g A3 il il AR ) A el g 62 sl (B g cilay yal 4Bl Aal)
. :\,,\SY\ me\gc:\ﬂ;ﬂ&hbaﬁﬂij‘mi =

0,=0 og=0 9; >0 and o +9; =1

UlMae pma (1) a2 ddpmal) 85 gSdall g (o il Jau gial) Adslae et dbas DA (a9

JY) g Y () Sy (5) pamd ) Abp—ial) B 5 8 —all g (o i) i)

Aol (b dad) s (B ASd g s 3 ARMAX(ny,n,my,, g ) — GARCH(T, 5)

a3 Alealuall Al iual) ailly 5ol
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Liiall A A ey Gl (uila aday Ja g jdial) alall uss:\._ss M) zieail 3.2.3
(4ikisi ¢ se) (GARCHX(r, 5, b))
GARCH with Exogenous variable ,GARCHX(r,s,b)
Jardiil gis=ail Jg) 92 3 ARCH(r) gis=ail qig—e L.a.\la_dc \GAREH(I" 5) &3 g=adl
GARCH sl ga hill ARMAX g gaif s ad Cisa cayl) 13 b cpuagll) dles 8
Sl B S HS) (S (gl Alas gy il g ot il Jgh £y (Al (o dadl)
dagie plaily s A1 A gilad il g 7 T8y Cad) 1 (b o gl Jlatl) a8 A 3
T (b Adaials ol Cpagdll Abee | ) gdind) Lol 4GNS cilay j gl g Aiiagd) (Zhang)
AlMae b e B ymal) 02h (1Sl g (5 A 0 ma (3, ) (AR Ll g3 jdiiall Ayia 31 Al
Al A ey 73 gl ¢ 9Si ) bl (GARCH) g s—ai¥ (da i) ol
(GARCH with Exogenous variable) 43} cdA1 oy bl (uila aday Ja g jdiall
(GARCH — X) CJJ—A.!‘ sl Al [xsj dia 3l Al A il atey J AW
At 3l bl il Aol Ciy ol (- Sang Ll UAAQ.\SM_:S.AQ‘_,JJMC_\H\@DUJJ.\A
2 oo LS Ll ) AU Cangd) 3 gadl ) ol
S P )

i sall GARCH(1,1) g3 s—ai¥ 4sia 31 cl Gill  Ja 1) opulil) Adilaa o3s | Adalaall Jias
A a3l cld ol Adsae 8 (x,) (A il pdiial Apia 0 Al i) il ) el
- (6) A& byl dipall (B 5 sS3all s GARCH(L, 1) gisal
A alea) o A il o3 A a3l A adad) e A abia Jdiadi: () Ll
b gial) Atalee et Ales A g . (w1, > 0) 28U {88, ((Exogenous variable
(7) o2, dagall (85 ) 983l g o i) bl Adalaa pma (1) pdy Adpmiall (-85 g8 0al) g (o )
gs—ail (A 55 (—2¢) ARMAX(n,, 0,0y, 0, ) — GARCHX(T, 5,b) gs—ail Ly
Al 3l Aedeal) Lliocal) agilly il Ades (B Coal) 13 (B AR 6 s (b

g1l A D B udl 3 g g J oY) ) @3 e T sl ST 3 el 1A jotiay i
A3l Al e () (Al il g3 At 3 Al adadl A e 3l ciltanl) il A g
(ARMAX) —bal) 39— dob )l cilla i giall Attlan b g 200 e (7, ) Adial)
Ot 33 0,94 132 5 ((GARCHX) (—hdll & 73 9-aid Ada jol) i) Adalea -8 A0 4
Al 4 5 AUl L) i) 4B
(L@A.\hyc F)GARCH zisall asihy Ladie ) gdiad) Undll 4aild) A dlaial) cilay 5 631 4.2.3

8 S| PR G A W % YA S ', BV YT [ ST Ny WD S & { OV ' O RV
3 (ARMAX-GARCH) d——agd g aill Al g Zald) { Lill (Heavy — tail)
GO9S0 L Baload A iagl) ziloaill BeldS ;S) @l gl ol J giaall (ARMAX-GARCHX)
a3 Aghdl) e g iladll ) gdial) Lhadd) e A dlatia¥) cilay jgil) il Ao jal dqla Slia
il diligiatidia a_\;‘}\d_umsudwj_n&d_uﬁ\ i) e 3 el
ol =) o Glay) sl cuidl g, rdall sl Gl s Adadail) Slay) - GARCH
gJSJLG)_@ESH\JGEM\J\ G\M\wh&nd_au\gd émﬁsg_-.ﬁh!\ &JJ—\S‘
Nelson (1991) s Bollerslev (1987) g —#) il 1 zil__alld__ pasdl) 31 o)

h, = o +og, g2 =g T9,h_, +w, x

=19 (289 19,34) a=d ) jai—aal) pdill) joloaall jaay 5 980 {GABCHX_‘] EAs—adY Ay ) dapal) 2
Al Judladl & Liag) (Zhang) Lagiad By 3 a1 Guoi ol jibaal) ares
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LS Bale ) (pSay (3) ady Addlaall (e g Al ial) o2 o Gulaill dall a6l e Gy gl
SV Adadl) y8 gilaill g, (Al gdiad) Undld) aa
N = -_E ~ N[ﬂ, 1)
(41231 Z0aia) cilag 5 i) 0dgd Adlatialy) ABUSH 4118 grida 55 A aluad) g
Gaussian Distribution () el 2363 1.4.2.3
480 A1a L8 GARCH gy 1, () g=diad) Ldadl) o cadal) oy 5 gil) Aa bl 2 ic
([1208] ) gail) o o83 £, I Ayl Alaiay)
f(E‘tl"\.n ,:F —:Lj =

1 ( 1 sf)
exp| ———
4/ 2mh, 2 h,
h, = o,”

Q= (p,oc, ,o5,9)
o= (6 g1Eegros€s)
=3 —irayg (GARCH) g3 g—ail 8 eLdadM myidal) Ay i) AMa Lial i8) e I
Al pailad e S () 3 gy 1l i sl ga! —<as ¥ (normal — tailed)
Aty o i ) g Sy 5 AT il S 55 pma (3B 5 Biles G 3 Y A gl Aiia 3
= Gfiald) (e e aa g dia Abdl) o miladll b ) gdial) Lhadd) A laal ailadl)
—8]) a—ii 34 (leptokurtic) ¢s—S; o Lode 4 i) 31 o) 468 o) Apland) il Bdail)
Ol Alia A Gal) o2 o liilly, andal) a5 il iaia Aaly 40 e adal) Al B (Lyas
pie Ladie MAJJ\J#M\HJA‘UJ&HUQL&UJGMUM)M\@M\ o § gl e
Sil) Jadd) cald cilay 61 CilS gl juidl o 3 al8 < GARCH CJJ_AA\U—‘G gk
443U _adal) a5 gall el Aad (e AAlAL tade Ay ) 5S3 il g (Heavy — tail)
e X
Student’s t Distribution t 2352423
SENNSYE PRUT PUP J SIS Sy [P S— 7 SN S -] U | S_—
LAUAAY dn g g ~E(w,h,) T l—aid) A) iy (GARCH t— distribution)
[L4A ay) Dol dod i) Alaia) ABLiY A1

T m —(w+1);
2 £,2 ‘2

: ll TS

fle\Q,F,_,) =
r(z

E) Ja(v—2)h,

.Gamma 4. Jia; T(#)
Cramia Lgiiad g o joill JS i dalra gl (Student's — t) g (—2 A all A 3 S
A2 < v < o0)d

3=l 5,08 e (GARCHX) 5 (GARCH) gig—il (8 Lhdll ) gdal) [ P U HL FEWRTIE P JT. I
M\\&@L@.ﬁa&ycﬂhuﬂlu\#dlﬁ A.uagi\c.\buﬂ
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Generalized error distribution alad) (B2 —053.4.2.3
&—i GARCH gig—ai¥ ) g—dall Ladl) &_Lee ¢ (Nelson,1991) &ald 7 )
£, ~GED (v, p, h, ) 1 j—aid) A} j—dy o) (GED — GARCH) sL—Jad3 ala) oy 5l
b)) 5 9] i g 55501 Syt A WS oo V) Gty AAYL ey 315
Y damal) A odn b Ak o) Adlaia) ABUSY A 2Al a5 sl 138 La&[élJllT]

v exp| - 512/a1"]

)

) ) 1 3 1/2
A= [zer(C)r()
v v
(i 48 g ((Tail thickness parameter ) g— ) 5il) J—d ASlau dalra Jiad ; 17 &
A0 < v = o0) 5l

:(Hybrid models) &g g itail) sl Ja) 2 3.3

fle\Q,F,_,)= , (—oo< z< o)

;gimlsa.é}aﬂj

Building the Hybrid models
$SARMAX(n,,n ,n,, ) — GARCH(r,s) d—iagd) gi—aill sl dles o1
: il o gladll Uiy ARMAX(n, 0,1y, ny ) — GARCHX(r,s,b)
il A s pa 8 A_lagl pilail) gL AW A ta yal) JFali; AW A s yall 1.3.3
3\)\94—3 \:\—AJ ﬂRMﬂX[np’nq’nb’ nk) G..}l_u. Cma 533_23\ d—a.'aé\ u—‘ﬁ (IdElltifiCﬂtiﬂll)
Jaad¥) quly by g,y 1y, Slalal) aaad o (JaY) gl Aty Sl e i
Aaie Wl ¢ gl o ALl (e § Ay AN il A5 ) (S aial) cillau giall ¢S
@ Sl (SLS) s (FPE Algdll gmidl) Ldadd SLS) e (ATC SULS) Cilaglra jloma o
L0251 s Ly ) jlacal) 038 i g <BIC

AIC(B) = In [’&2.;5})+¥ , e e (8)
_ a2 (0B

FPE(B) = (& '3"3')(11— B) ) . (9)

BIC(B) = In(6?g)) + g In(n) , ... (10)

1SS G gl odle ) duall Al ) 5 ga ) Lal

L (Gl Alud) clalie axe) Adal) aaa Jidi m

.(B =mn,ng, nh) SJM\ ARMAX G:U.L'l\ Cilalra Jae JM : B
LGRS (Bl Gl S Jiay 1 67
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1An b Cpagd) z3eal) Cilalie pai dlee 8 Jiam Al § gdadd) ¢ AU At 4al) 2,3.3
(Two — Step Procedure) ¢l j—all &3 A_ngis gl il o s aieY) b dal)
B9 (Tsay,R,2013) diisy B4 (Rachev,$ etall, 2007) o gial—) 4yl i 531y
=¥ il jall 8 ((Hybrid models) iiagdl gilail)l pa&id e 84 jalall agris 8
EM e oY) alis ial) 038 (B ((ARMAX) 3 9-ad¥ Jaus gilal) dlalas ciloalra a5 oy
ol Aainig (ARMAX) (~hill 73 9-ail b paii ¢ gthal) cilalral) 4nia pa il 4 8lida (3 b
o Aphdl) A al) Al el & ) Sl cilpa )l g3 e 3 )
(LB 55 7 i) Apalie W) (s sal) cilay pall 48,50 1.2.3.3

Ordinary Least Square Method, OLS

Gt 0l G gllaal) g da glral) jm ilalnall daia padil (o fal) cilay sal) A8yl Jarionds
iy oM 5 OSay La S8 pLalY) cilay 1o £ gana Joa LA (e 13 g ARMAX 73 g0 L0 el
: P01 §() 5l il g () Aial il co (38
e =yO-yO=yO)-2" (OB , e (11)
z A 9=ail) Gaagd) 73 9B Jais giall Adtlan Cilalra dqial (o mal) Cilay pall jada ey B Ol
: B dasiedl & (ARMAX

T
B = [(pi,q:lz s Pay § By By e By ;91,92...,9%] , e (12)
r IS Ly ) gy il 138 Ly g

> (e (tjcﬂ(tj)]_l (i(@- (t)y(tj)) ;e (18)

t=1 t=1

Bo.=(@ @) '@Ty=

o) &

@ =[9(1),..,9(n)]"
pldad) g ALl g il Aall il ol dl) o) jal e 9SS 3Tl g JlaadV) Aqia Jtiay s D
o LS Ty iy (1) pd) Alalaal) (B 3 538U A0 gdal)

T
9= [}'t-ir wos ¥eony i ¥t s Koy i 8-y ---rﬁt-nq]
¢paiil) A Laad bl fa AaSaa A LalSia 4TS 3 gn g 0da g _iall ciliay pal) A8y jh ot
Ao O Say Aia Adiad 1S (B AV el g OLS Ay jh Jlaxiow) g (e () 12n Sty
JSy Aalie cilily Ay 0988 La Lle Eua cilaghral) aaa gads g Al g cBapan BaALG
TV ) 80 i Aa 3 ) oA bt Jaal) (pab Uil g ¢ Jeudds

E 39— (i) Jaiy gial) Atolae lalaa a5 8 Aleai Luall (OLS, RLS — EF, RPEM]) &Gy (i jal) 4

Lgiala g 7 i jiad AT ¢ Zhang dagial Lad g Atiagl) ziall) oLl Jod e il g ad ARMAX Salia)
L Adagd) Ziladl sl Gl 1ia 8
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C i) (RLS — EF) () ol Jale Jlaniady 4y ) 83 (o pduall cilay jall 48330 2.2.3.3

(Ll
Recursive Least Square with Exponential Forgetting Factor, RLS — EF
Ay ) S (5 el ilny yall Ay sy iy (5 mial) g all Ayt Ay 1S3 Apaall ¢
A pad &8 A lae 8 Alariuial) (Gl lal) Jiad) (ma Baa) g A8y jal) 63a piinig RLS
Ot Lt o a £ il B Ao jy RLS e ) ) g3 Jompali & (SISO — ARMAX)
3l Ales o Layy, B0 OLS (e 13 a1 Al cillas (ol ¢S g ila § ) g
sl (e I A laal) ASraling (b ) miil) aii o 1 al8 adl) 9y of qullalli La Bale
CLBDEAY) od qulia g) A Ao A el cilibud) (e Adlad) el ) A Apan sldac
dalaall pa&iaic (Exponential Forgetting) —w¥) —<alail) Jealay — i 2y La 1
S ) ) ety e gleally Ais Aanl) el ()9S5 () 2 gial) (e G i) (e
A Jotdis o 13 8 A5, phal) odh aatiady cciloa glaall BT () (Say i gy gl L A
(29361 L y) dapaaally a9 ¢Sy La 80 ) ABLSY)

L(B) = ) A e(P= ) A D -eTOR? . (14)

B ibl) (paiia Aiad g i Lo g oo Sl g () —ialiil) Jalay i 2y A
A ) Sl (il ) B a3 ad) 13 Al Aa ] gadl) il JLodd) (gSilabile g (0 < A = 1)
= Aadal) gl g, 2] (0.95 < 4 < 0.99) (¢ e pii il Sl o Cili gy
g—&)ﬂ‘&-’\ﬁ\dﬂ&-ﬁ)ﬁd&ﬂ_ﬁn\g—hg_ﬁnY\ﬂg—bw\d_anﬂ
L—alllady daig (A) Jeaid¥l gl iy i)y (Asymptotic sample l[m]lgth]

:23 @m\

1
A=1-— A <1 ) .. (15)

- Cilalaall i A dgle daiaall g AGlad) cliall das o3 ) A8all A A Jiddy
4l padidle 8 (RLS — EF) 48k 4 j )0 e dagda Al ol gdadl) Jiat g
:[27,40,1] B cilalaall
rdaly ) dal) Jlaniady saiil) Und a5 -1
gt+ D) =y(t+1)—@T(t+ 1B () , .. (16)
(15) Aalaall 33 A ) paladl) Jalad g-‘J‘ il sl 22
s A (17) Adataad) Jlanindy K[+ 1) @kl aa il -3
P(t) ®(t+1)
A+ @T(t+ 1)P(t)@(t+ 1)]

Kt+1)=Pt+1)@(t+1)= , e (17)

RN

el Lol Ao o Ba sy 31 g Ay ) Aalial) Jalea ) il aa ey BC(E+ 1)
.JM‘M&E(I‘:—F 1.]

: o LaSy (18) ad) Aaleal) DA e Ludaly ) il i) 48 ghuae Jidi: P(E+ 1)

Pt+1)=—[I-K(t+ 1)@ (t+ 1)]P(1) , .. (18)

el
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1 LS Al £ Al a3l & (Covariance matrix) plail) 48 ghaa Jiai ; P(t) Wiy

P)=[@T(®® (O] I ttb(tjttbr[t])] ... (19)

s Ay Al 1 Adataal) ‘_u.\ O dlld g5 jaiall ARMAX 73 gl cilalea dia dyaal 4

Ble+1) =B (1) +2(t+1) e(t+1) ) .. (20)
= g 9=a ) ai (a9 (next time step) Al dia Jl) 5 )9 plodalli) s LY -5
u\JAAALAAJJ\}A@AyMM?“JuJJLAﬁJ (LAJ&EA«_IU.I u—bdg—«dﬂ‘)g{ﬁ”a}hﬂ\
s A8lud) @l ghadll 385 (RLS — EF)

CT}

Calculate et + 1)
using Eq.(16)

!

Calculate A
using Eq. (15)

|

Calculate X(t+ 1)
using Eq. (17)

|

Calculate P(t + 1)
using Eq. (18)

Not - Converging

update parameter vector
f(t+ 1) using Eq.(20)

41K (5 duall Cilag pall iyl ) jalal ) ahadiall (1) JS
(RLS — EF) ¥} paladll Jule Jlarindy
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(s 55 ¢ i) Ay )il 5l el 48y 50 3.2.3.3
Recursive Prediction Error Method, RPEM

A hail) 7 Aail) oS 5 asan Clalra pa il (RPEM) A ) Sil) iith) Ldad 4.8, jha Jeri
d_s\,hs\emu_.s;_\bmu_@dm calaad) dadd) 7z 3 gmaiB Aalad) diial) (e (3D 3
(o Ay jhal) 03 aail Gin (ARMAX 3 gmall cilala a8 8 Lgd) 5 L ) 4y ) s
TP a.\.g..‘u.\SS\U\.\u_ﬁw?u gty A4 ~aldl) Jale o Lgiatlas g A Eal) Ao la
[36] uJ.“. LASJ

lt t—i or: g T .
MBJ=§ZA (i, )T 0 (i, B) 2D

o A
. (Positive definite matrix ) 43_na L2 50 L8 38aa : QO

A o el aleal) o & 8o Lt 4By hllod A Gl dd leal) il Budatl) b
el jlaadl ) g i A—ale oy i Jaai i iy (Gauss — Newton)
cla Al 7 il Aqie ¢y (RPEM) 48, jha ol il g «(Gradient vector)
(B30T b Las g Adlalna ) Apudlly g 3 gl

T _ﬂ'}r(t]_lﬂ'}'(t] dy(t) El'}r(t] . (22)

P (t)= = ,
dB(t) 9B, () aB,(1) a B, (1)
(B30T L Las 95 2 ) sl i) Und Aa ) g (B e
Ay Adaleal) 3dg saiil) Uad pass -1
gt+ 1) =vy(t+1)—@T(t+ 1B (1) L . (23)
sAY) Al g (4 1) @kl aa pasi )

P(t) gt +1)

K(t+1)= = , . (24)
[1+ W (t+ DPOW(E+ 1]]
: b Sy (RPEM) 4 )l a0 i) 48 gluaa i -3
1 T
P(t+1)= I[I—:K‘(t+ D (t+ 1)]p(tj , .. (25)
A0 dapal) (88 5 clalral) daia clbua 4
Ble+1=B® +x(t+1)e+1) . .. (26)
2 Al <l ghaall 8d g (RPEM) &) jaka e ) 53 grda g Jabada oy L Ladg
. &ald) Jd e (RPEM) 5 (RLS — EF) _paitl) (il phad 400 cillabadial) Jas a3 °
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T

Calculate ' (v)
using Eq.(22)

|

Calculate s(t + 1)
using Eq. (23)

|

Calculate X(t + 1)
using Eq. (24)

y

Calculate P(t + 1)
using Eq. (25)

Not — Converging

update parameter vector
f(t+ 1) using Eq.(26)

Converging

D

(RPEM) 4, ) i) ‘sl Und ) jalal Sl Jahadial) (2) JS&

: ARMAX(np, ng,nyp, 0y ) gisadl o 3k 40)8e04.2.3.3

E il Clalra pa il o ;- AY) e Cbias clia 48y jha JSlg (3l pla EOLS aladiu) o
(b i) ABy ) Ll g A AUl (5 jhal) 0da ¢14) a—iilly ARMAX(n,n ,ny,, 1y, )
lee amy Adadl) o ziladl) pLad A8, jhal) 03 (B) g o SlalieY) ati (a g padil) A les
OmSay ol 3 13 (GoBarly (La 83 Game il a1 gl plal A5 8 Jeard ) 9 A Y < il
hugia Ay ) uilad) B A pal and JB) cudae il g Lgad) (ma g ualia Bas Jlarioul
) Ladd) clay o o gial e i) A ad) (e Loiaii g (MAE) G—lhal) Ltadl)
L6381 Zsl) Lulaly ) foally ook Al 5 (Normalized RMSE)
Mean Absolute Error (MAE) Glbal) Lhdl) b gia A

A dpdly ) Adally Guabilall 138 (e padl (Sayg

n n
1 1
MAE [}rj = ;Zletl =;Z|}ractual,i _}restlmated,i| ’ [:2'?]
=1 =1
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(Adsh 5 ¢ siha) (5 tgad Ll il 3o b siad (o2l Sin) (b B
Normalized Root Mean Square Error
(Normalized RMSE) (s jl—all Ldail) cilay pa o gilal (maes i) S0l (ulia o
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OmSan g £y ol gl A alhaal) andl) 1A Ay Adlad) g A gal) £ LAY aan o Bldal) 9 3 LEY)
- ALY Al Ll ) (el 13 e el

1
MAPE = —
n

Llx 1000 , ..(52)
¥:

=1

Uadl) glhebugia o
Mean Absolute Error (MAE)
Ll ) iy g Lo Lotial) Lal) oo 4880 4 agdl) cild) jad) (glhaa Jaca gia (ulolal) 118 Jay

P
n
1
MAE = —Zletl , ..(53)
n
Robust Gaussian likelihood (Al g 7 58a) Grmaal) QLIKE (ula o

A (o AW GunlBal) e 81 Adlan g3 () 58 (uleia (Patton, 2011) Ealy) 2
Sy el el 1A o) ) g Aia ) bl B L g ) gy (i uals g bl c.él_.ul\
3291 G oy Dapall (Bh g Jaay g ccilind) o ks Al A A ciladeally
n

Q—LIKE=EZ(AJ" —In(hy‘ )—1) , ..(54)
niu\y y

tht—1 the—1
Lt oS e sl Uad Jiay e, ¢ odle) AU Lunliall
S oaUAll A8daY) Aadl) ; y,
SAUL 45 ) iy : 7,
L il A dadaioial) cilaaliall 26 Jiay i m
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HninnLﬁ44kﬁ

(ovindaetd | k| .4

Alaat) Ay il (8 il cle gana Jladl A laal) il jaal) 4318 acdll) 1a J gl
1A S5 Ea Ead) 13 (e o il cudlad) (8 Lgde Cnaal) ) ddagd) giladl) oLy (sl i
gl sl o Adlide Ay i gz dlad A5 ama Abingd) Qullal) Gondal o i JSdy Eaal
a3 il add) 73 9l B g g ABdal) clilul) clle gana o Saio Wl Aiagdl g 8. il
ulBall L 88 g gy AL _alial) g A5 al) 4Bl il A Siagl) g 53 —iilal) 7 3l—adl) padi
i) o) A8y Al Alaay) il JLadY)

Data sets in the experiment Adadail) cilibyl) Ao gana 1.4
<l aial) & il 4 2l N il iy & ) Al 0 A il iy J A

A<y YY) Baadial) cl N ol b G p—iall a9 AMad) Jasal (bivariate time — series)
Jol pladi ol el Ea (2018 et () 2000 (AL ¢ 55LS) Ga B 80 4 g lilidS
S g (e Baaal 3,0 (NA Alagl) Eilall pliyy adi b Aalis Aies sl (216)
aloal 5 ,miY) e L) claalodiall 85 s (8 (2017) ssad =i —ia (2000)
Ot gl gmiaand) s i) AL el ) il A8 aadl 4 Ll dasiie A5 (2018)
,81g94J\QSLQMJJJﬁhd\Gl}UQ\
Application results Al il 2.4

=0 gl ol o ) Jad pall B0 g Atiagd) el oLy A slany o 9B camcddl) An B
—hal) zd et e Ll A 3l il bl el by o Sl gio Wl Jdadilly g o i) cailal)
GARCHX 5 GARCH gili sy dles b zdgai¥) 138 Bl g Cili 6 afi (40 g ARMAX
Fn g Al Jamal dmpia 3 (i) gl (5 ) 3 (S @) JS—id) i gy Amplalll) il
D Al e i pal)

a The monthly Exchange rate for Onginal Series

16

i y
141 /}./ ‘\ft’/ /\ \/\\ P ok
Hf\,f N 3 Y O N

12} -
r\z"’“\_./

Exchange rate

"

50 100 150 200
Observations
b The monthly Unemployment rate for Original Senes

T~
/ ‘\. —\~I\‘\

\

™~

0os

f
1 J
\"\_[\/-_/
0

\_\
“~

EEE a0 " ¥

Unemployment rate

100 150
Observations

2000 ALY G gilS) (e Al Jara b g cipall s g, S duia ) Jedleall 4 ppdd) ciluldll (5) J8&
(2017 sramsd )

(fred.stlouisfed.org) s sV ab sl e Gl pes dlee 38
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: ARMAX (np, ng,ny, ny ) sl sl s ¥ sl 1.2.4

Aay B e ol Aia 3l i) () i) ccilan, jiiall g ALl Al b Aing aay
(B Atiaiall g Al 1AR oLy Jal e adl (e Bl g (AL Aay Ladd g dlagia ST ALY (5 80 A4
& daicY) ot (Delay time) palal) e j Ay o Gl il y Sy 3 9al¥) Ay aans
Al Ji g (y, ) s Al (x,) cddaall iliba ¢y (CCF) Aopadaldal) Lo ¥ Al
A o & gl a9 (V) (6) ad

Cross Correlations of y_t(1 1) andx_t(1 1)

with Two Stande=rd Error Limits

|

! m'ull"T_._hllL'.-f,l,r“_

-10 0
Lag
Plat is based on rawlitanad series

o)) ddes ¢ ) ary cla Al el Al G (CCF) Agadaliil) bl ¥ s ; (6) Jsi
‘(Prewhitening) (el
(oiray AR B b caa JAN A A )5 pad JS Ao adaliial) Bl ) clabae asan O Gy

S8 S Gigaa ) e (2,) Vo) e el aldd) Auia 3l ALudld) B i o
oAl a3 A o A Al s B pady Laa () AdUadl Jaiaay dcaldld) Aia 3l Auld) B
(g, = 0) S gyl

Eiai (e A gana Aapdle PR a (Saalind 23 gall Jmiad) (b gy Liad L1 A ayg
dalide (i y g Aalial) e 31 o) claaldia o daicYlg ARMM[np’nq’nh’ “h)
«(FPE) ((AIC) dxil—aay) juloaall an 8 38 dany o3 g gl Jadly) 3 gld) JLiAY
J—ia¥) g s—ai¥) of il ey A B9 (10) 5 <(9) «(8) eVl aall Lida ;0 8all g (BIC) s
: Eigadl ga il paaial) AUl Aka 31 Judlaad) s A Jifalt

Model AlIC FPE BIC

ARMAX (2,1,1,0) 0.2355 1.2655 | 0.3292

cla jAal) g ALl A (i (SAS, 9, 1) ey Jlariaady (CCF ) edaliiall B ¥ A0 lwea a5 9
.(Delay time) Ll ¢4 o Gl o sy AN (Prewhitening) W—axd o) Lgidli & ai )
Ade 485 Joa) e Aia ) Abadis J<) ARIMA g as-adl sliy Ales & (Baal) (i) Alany 2ualy g
(CCF ) loa adi a9 Apia 1 Guiladdl Aapaal) A1 o) Al o J gmaal) g cila il g cdldaall
il cpam Adal) A%l Aadlw o Bliall oa Gawal) (il £ 52y i )l Gl 3 gt g cageion

ZIAYs Jasy)
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Al g DAl Al 4Bl Jmfiatll Jmiad) Spalipa ) 23 gal) Ay o Badl
Y dilaany) jubaall dad 8 480 dllig ARMAX (2,1,1, 0) gis—ail 52 cly il
O lpaiis 5 ad Adlid Ml Bas (s (e
:ARMAX (2,1,1,0) 533.433 oS Ads ya o AEN Ads al) 2.2.4

s Ao YU Lgiadlih o ) 73 gal) Al ) ) Jgma gl g o gY) Ada jal) (ma LR Aay
A< jaciall Bl g3 1A laad¥) g d padl Admia ¢ 9 Thiia 5 583 al) Ailimayl) pulaal)
: b LaS Alalea il Gglhaall ARMAX (2,1,1,0) Laial 4 & ey

YV, =,V + B¥p —Oy8_, + dbixt—I- £ ) )

HM}'#@M\J“&M#A_{AZ«,\M\ Glalaall Aata of paaly ode) Z3 g—aiVl (4
D S 08 (12) b)) Adalaal)
C o B=T[e; @, 0, b, 1"

J=al g 9 (3=l oy o3e) Gy Qmw#ﬂéﬁﬁﬂ\ﬁﬂ =5 Jg~aall Jal Gy
ARMAX(n,,ng,ny,, my ) @9l i Gl gl b 5080 al) e ) pall Lih 5 Adlids
2 b Lasy B cuilad) B Lga sl ad Al g
sj—aﬂ!\ Q\—l—)ﬂ\u’.}‘)hduﬂ_ul.)ﬂ = [':Pi P, Bi q)i]TGa‘g_ZN\ &%w‘)é—%ﬁ -1
(13) dal ) dauall by (OLS) Laey)
A S il el Ay b iy B = [y @y 8 by |7 Elo—aid) cilala dpia 08y 2
(1) (Al JSAN 8 daka gal) el ALl i (RLS — EF) ) i) Jule Jlanindy
Z Y] Clalaa Aqis pa &l (RPEM) 4 ) jSil) smiil) Ldad A8y jha Jlaxiw) ai Liayl g -3

11 ks S I R [ . IR

- (2) ) g8l (B A sdl) el AL S B = [y @y 0, ]

Cilalra 4l Lgale J gmmaal) o i) Aoy i) il il b Aalidlal) (3 y-dall odd o SlaicYly
- ., PERE B A - — = - T T T MR
1A (1) Joaad) A e [daadi 0 il o3 Mg B = [q:li P, 0, ¢i1] zRsalY)

ARMAX (2,1, 1, 0) £ sail clalra i i il 1 (1) Jsoa

ARMAX (2,1,1,0 =3 gad) Cilalral 4y padil) A8ty
( JEisal i el Error measure

43y b = _ _ ~ A Al uptie
i) P1 P2 0, b,
—0.06111 | —0.05856 | —0.04793 | 0.05871| “AE=5.312

OLs NEMSE = 0. 904
] L0 A

MAE =0.184
RPEM NEMSE = 0.051

—0.5317 —0.3358 0.7735 0.6893

5 Alida glilai B0 0w a (MATLAB (2018a)) el &l aliyy LS B3 G glsall Juabl yyaas 3 10
Jo = Ny, Ny, Ny, Ny < 10] 5880 Cada W JLas) o5 Adlida (350 8 ke o) g () il QA o Cun (Lguasd s
(il Vg (MATLAB (2018a)) gelis Juaniady U8 (e galin US DA (e Lgladal a3 368340 (340 k) 1

LB adkS T g3 gAY (B gy Julad ) ABLGYL 73 gal) padudi g jLaa)
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A 1 Aol ey ABMad) Jfial Saliyd 73 gl Sl 0 a3ef (1) Jgaad) (e BoadlS
il jpall A5y plal L8 g Alales ol oty o 0) 73 9] g G pmaaal) jread Aoia 31 Aladd) g AdUa
sda b o Ay (RLS — EF) —u) i) Jale Adigia iyl giy g Ay ) Sl (5 piall
ou——ia L s [MAE (%) = 0. 140] 4s—aaa¥) unl—Sal) p S _SISA__ 3, k)
Gl a8l 0 a8 A e A jlially —Say L J8) o< [NRMSE(§) = 0.0274]
Wi (28) 5 (27) Cuilataall B g 3 0840 9 s AY)
:(ARCH g sl 292 9 JLid) i saly) daidla (aa dda ja ; AN dda jall 3.2.4

aidle 53 yaad dla ja il ((ARCH & GARCH) gilai paiidlee B eay) J
Ada A4 e clival) 3509 0o il LA (4« ARMAKX (2,1,1, 0) g sl 43
iy (=) (77) S e g, Apilaaal) Cl LiaY) g Aibd) cildabadlal) SR e (81 gl
gl 8% (B sl Al le cilay jal (PACF) i) 139 (ACF) (53 B ¥ il
: ARMAX (2,1,1,0)

Sampie Autocorrelation Function

Autocorrelation

Autocorrelation

gigadl 87 Bl clag yal 84 N gl e (PACF) 3 (ACF) (ild puy : (7) JSi
ARMAX (2,1,1,0)
4 ginal) AER 5 8 gaa oo AN il Y adiea gL ) BadU (7)) Jdd Ay A Gy
Ot I Jals ) Ada 3 g g mimy 13 g (Fe = 1 — 12) Adia ) il goadl) B pas J8) o
Y Ll ALl cilp gill) (e AR i B A pidial) o Ldad) Al 0 (ing inang (B gl
12 (Pure Random Errors) 4is; 4l gde &l s Jiad

MATLAE geb—i  Juatimusls PACF —ijall 3135 Autocorrelation function, ACF (33 Bl ¥ A0 o, 2

aldl g ¢
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: Ljung — Box Test j-5311.3.2.4

S Jlarioud ai ARMAX (2,1,1,0) zis—ail (B gl dia 3l dcalial) 4l gie JLidy
g SR 1l il mda gy ) (2) Jgially (30) &—ia dll L EAY (Ljung — Box)
Al pa A 4 pnal) Ailaal) Aagill (o G (31) i) ddial Lad W padi o
: i LaS g Adlaiay)

£, & sl Adudid (Ljung — Box) W3 aw 1(2) Jgia
H, : no serial correlation exists
Test Q,_g(Lag) Q,_g — Statistic p — value
Ljung —Box | Q. g(10) 351.37 2.2E— 1620
Ljung — Box | Q;_5(15) 404.09 2.2E— 1620
Ljung —Box | Q;_5(20) 428.52 2.2E— 1620

Ot ) GllS (p — value) Adlaia¥) Aaidl) o) ABle) Jgamadl PA (ma iy g

Aladadial Lo ) g2 9 A1 (inay g Adiad) dida ) g ing 130 9 (0.05) A ginall (g ginna
pre Al agag iy (k= 10,15,20) 4zia 3l clal Y ade hil) zigai) Bl gy b
sl sl (8 i) (il
BDS — Test BDS ,18312.3.2.4

A 8, A palill Bl o) B A hdl) 8 Aal) ygag oo iU BDS LA Gkl o
1ih gl a9y Y1 Jgaadl g (33) Aloan) 4 i) L5AY | ARMAX (2,1,1,0)
4 pmnal) Ailaa) Aall) Gy G (34) JidY) Adpmal Lati b pa & o il g jLcidy)
13 Ldlaiay) dagdl) e A

£, sd) Aled BDS LS il G :(3) Jsa
H, = linearity in &,

Test dimension BDS — Statistic p — value
BEDS m=2 0.181994 0.0000
BDS m=23 0.305099 0.0000
BEDS m = 4 0.386709 0.0000

) b Aitia slaylyg Ahadl) o Adiall a9 g bl (3) ady Jgaad) b i) s
Ot il (p — value) iad co S & a ARMAX (2,1,1, 0) g g—ail 81 gl dsia )
i il Abad) A 8N J 9B e Jla 13a g Sa) aaaly (0.05) il 4 ginall (5 givua
(Bl ol B Ahdl) e dial) asag o
@ 48l (ARCH(r), GARCH(r, s) &GARCHX(r, s, b)) g ital s Uy shayi Jl) A yall 4.2.4
Gl dples
e eVl Al g dbdl) d il padil) cilp) ) Eand) Gea s ) 1Aa aady
PR e i o zd gl Jadl (3 g%y Lidd éa ARMAX (2,1,1,0) gdg=ail 89—
g As—ay) JL5AY A alid o 9 (ARCH, GARCH &GARCHX) gi—ai (— 4s gana dapdla
AN A ) gy Jiall i) g Madl) ) il oy a8 g A ) A dilly il Jadly)
ombaall a8l L8 0 L8y GARCHX(1,1,1) g3s—4  GARCH(1,1) gis—ail ,—a
a—i =il (35) 5 ¢(9) «(B) eyl aall Lih s ju8all s (HQC) 5 «(BIC) (AIC) dsiloaay)

8 Al ) L ety gl all 13 oY 3 g (EViews @) gebisn Gl MR ¢a Ll Juagill o5 BDIS Jloid) il 13
. (R) gk Jlatialy Addas o3 (Ljung — Box) JWSA) Ll JLasy) 13gd dabaioall gal sl 4y e
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Ladll 4 alida cilay 65 EBE ARMAX (2,1,1, 0) gis—ail ama Gumagil) dles b Lgdla g

il pa gy AN Jgaadly, Bl ddadl) ;8 i al) o 5 gl ) iy 3 Al gl

(Normal,Student’s t and GED Distributions) A—ilida cil—a;j gh da yilal) 3‘——‘:‘%—3‘
el oda ¢y Alalial) A dalaiceal) Apilanl) julaal) pa cuin ) L

da jiial) ) gedind) Ui a3 630 a (e sl Judadl Jidy 458l yulas ,(4) Jsaad)

.. . Hvbrid Models 4iagl z i) Criteria 4 8al julaa

£, Distribution o e SR

36 B ..u-'. -

Sl a5l ARMAX — GARCH AIC BIC HQC

Normal ARMAX (2,1,1,0) — GARCH(1, 1)
Distribution —1.163546 | —1.116667 | —1.144606
Student

L Dlmlhuhun ARMAX (2,1,1,0) — GARCH(1,1) | -1.154272| —1.091767 4125020

1Z=Eel

Tt

ARSI

£, Distribution ARMAX — GARCHX | AIC BIC
Normal ARMAX (2,1,1,0) — GARCHX(1,1,1)
Distribution —1.166272 | —1.103767 | —1.141020
Student
4t Dlstrlhutmn ARMAX (2,1,1,0) — GARCHX(1,1,1) | -1.153658| —1.075526 4129082

) gmidiad) Cilmy 5 gill Ailida Jaladf 4500 (Fitting) Aaida day Gl (4) Joaadl (o iy
= Aia N Al e Bl aad iy il ARMAX (2,1,1,0) sl B g
gl zaladl) of odlef Jgaad) (e gl JmpdY) 3 gai¥) (B gl Al 3 Adid) 8 o jga
[ARMAX (2,1,1,0) — GARCH(1,1) g3 sl (=& Jlall a8 4_la 3 il aliall i)
(ol s—dal) Ladl) ,lo 32 <iaali[ARMAX (2,1,1,0) — GARCHX(1, 1, 1) Jgs—=4ils
(s & (Generalized error distribution) a—axal) i) a5 8 aiy 1)
(o g=iad) Uil o) aie (5 AY) Al ziladl) o 4Bl LA (e Alingd) gz 3alll 3354 (e
. (AIC, BIC, HQC) 4xibaay) yubeall o) S (Student — t) sy (bl g sill
GARCHX(1,1,1) s GARCH(1,1) Gl inbes gilal cilalas 485 1.4.2.4

dlagll C.\LAJ\ P A PN N K PP dl.ua_u‘@_\ PRI S PP AP R Y (_,J
c_\_ul.\AS\CJHY\‘\_Aﬁﬂ.AJ_MJ (224)Hﬂ\uJMLgmLuuaﬁHuJ3Y‘4_iaﬂ\
Ala yal) e il g At pall 038 (-8 2y ARMAX (2,1,1,0) sl 3 s Aia 3 dudialt
3 GHREH(I, 1_:] CJJ_’AS\ Gl aleg ja &1 L@.ﬁ Al FCINT R P - i | 2_)1‘:12\_).,&\
aie Nl e (7)) 5 (6) ady didolaa b agia IS Aipia 5981l s GARCHX(1, 1, 1)
Ol i) el (g, ~GED) a5 (Bl sl Aia 3l Al gL i)

i B mila o) 5 ) Zilal Gandodd o G L i o AilaL ilal Bas (py (e A gl Judadl) agaat a1
glea hdd ;<Satmilall sy r=1,2.3 s = 1L2,b = 1] : i)l agaa e L JLid) o 4 dlid
Aad pall el cp (e JiaY)
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@) Cral) A ) 08 il g g adie ) <Yl A8y sk Jlaiuly (Hybrid model)
Cilalaal 4 ki) ilidll g Goad) 138 (e (3.4.3.3) amuidl - lgaloiay) o il g (BHHH)

1Y) (5) by Jgaad) (B A e Guagll il

&3s4 s GARCHX(1,1,1) 3 GARCH(1,1) gsal) cilalaal alie¥) (lSa¥) @il i 1(5) Jga

GED
Models
Par. | Values | Stand.errgr p-value
t — value
Variance equation for ~ 2.839891
GARCH(1,1) ) e, | 0.000631| 0.000222 0.0045
= O_4& Ez_ + 8 -
B = %ot0 £g + 91hey &, | 0.609532| 0.102801| > 22?37 | 0.0000
51 0.271026| 0.038499 7.039741 0.0000
v 4.783030| 1.202647 3.977084 0.0001
Variance equation for =
GARCHX(1,1, 1}A ® 10.002267 | 0.001152| 1.967975 0.0491
hy = &, +8 £y 2+ 81h, '&Ai X1y
1 10.622778 | 0.129305| 4.816344 0.0000
9 0.241299 | 0.036489 | 6.613002 0.0000
i 0.002686 | 0.001226| 2.190962 0.0285
v 4971380 1.466313 | 3.390394 0.0007

SGARCH(1,1) iloaill cloalra a5 A8y gl Ay all) geil il Gpaiay ods) (5) Jgaall
t i) L) (py S (GED) 285 Aalaa () ) Ayl GARCHX(1,1, 1)
iy, L@Adﬂé}-ﬂﬂ-ﬂ‘ Lkﬂiﬁj&ﬁ‘gapdﬁg_dﬂgb‘).aﬁ‘ &m‘uaw&u&.«h’w
B=[®&, & B, ] claal g el (p — value) i_Jia¥ Lol ) A DA ¢
Cilales oy gina o Jda1ia g (o = 0.05) A sinall (5 givsa (e J8) CilS (raad gmaill 5 ju 84l
s

3 (GARCH(1,1) — GED) 0uals—ai¥I A gina gad &g pa s Sofaayg
: S i) 13gd Lagl) 7 il A 4US Say GARCHX(1,1,1)

S QS (1) By Jgaadl e AU 5 J oY) Adiagd) zilaill Ll i) Jo giall Alslaa
y, =0.5391y,_, +0.4329y, , +0.1341¢,_, + 0.1182 x, + &,
S *u"’h_t . TItNGED (4'-?3)
[ARMAX (2,1,1,0) — GARCH(1,1)] g3 s—adU o &l ol 4_slaayg
S S (Bl (5) Sl o (GED) pancall Uail) 25558 s J 531 gl
h, = 0.000061+ 0.609532 =3, + 0.271026 h,_,
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—>¢)) [ARMAX (2,1,1,0) — GARCHX(1,1, 1)] g3s5—ai (b &) Guliil) ddslaa g
1S S (gl (5) Jgadl (e (GED) paral) Uadl) a5 5l lai B
h, = 0.002267 + 0.622778 ¢5_; + 0.241299h,_, +0.002686 x7_,

sde calaal) gl diles g o dalll Ay ATl Ja g pmdh (385 Ayhadl) o 7 Mlall) Cilalaa Ol g
wmuw\dmﬂ\ﬁmhyﬁuH‘JW\ CJI_AJSSU.IJJJM
1) i gy AL acadl) g, 3 jdial) 3 gadY) aa s o Lis Ll z il (Zhang)
ﬂi_[Zhang] Tagial la Liiagll z3laill g ¢ jiial) 73 gald) Jlaxiady i) 3.4

A0 Ayl A 5 A LIAN e el Ayl Ayta 31 Joadbad) A iall Al Joal e bas day

Jmadhal) Jlad Joaf pa (a At ja ab AL e Al g o B3l At ja ) i patl) Ads ja e
Jaaal Apilgll) Ay gt andl) o Jgmanl) b o YT Giand) 13 Cilaa] aal aaf asd )5 Aia 3
et g Cpadlidia ¢y bl Jlariouily agrion 45 8l g Aiingd) g 83 yiial) 7z 3adll Jlarioudly AtUayl)
Agilaay) ol JLidY) o gadil) 4By (uylia

ARMAX (2,1,1,0) gis=ail aladiuly Lgale Jgmaal) ai i) Ay guiil) anl) g A88a0) a8y
[ARMAX (2,1,1,0) — GARCH(1, 1)] zas—ai¥ s (46) a2 dtalaall Ciili gy 3 4l
L A agl [ARMAX (2,1,1,0) — GARCHX(1,1, 1)] gds—a¥1 9 J5¥) gl
4_9.4.“‘3 (50) 5 (49) ab Aiagd) cN Ll Ciodi 68 LA (pma i g (GED) alaad) Ladld) 2y 56l
ady Joaal) 3 Aa jaa o) 0dh ¢ (2018) ale 8 AdUad) Jaaal | g i LEY (Zhang)
zis—il <! (MAPE,RMSE, Q — LIKE) sl 483 (il B4 aa i U Lia Y1 (6)
s A le (54)9¢(53)¢(52) Aol )l e alaal) ua foall (Gadad PR e Ly e85 23 Al

GAJ.’AJ\ JSI i) 483 yunlia & diagl) CJLUS\J 3 ydial) C.UA.N\ Jlaaialy 4 7guiil) g 488N sl (6) Jsda
Faoual Actual value Forecast values | Forecast values | Forecast values
Date ) yt ¥:.(£) =L, + N, ¥.(£) =L, + N, ¥:(£) =L, + N,

A8dal) ol ARMAX ARMAX- ARMAX-
2Lz sady) GARCH GARCHX
Je¥) Gl zagadl) | AU caagd) zisad)
Jan/2018 4.1 4.1591 4.2162 4.2152
Feb/2018 4.1 41416 4,1977 4.1967
Mar/2018 4.0 3.3575 3.4148 3.4138
Apr/2018 3.9 3.7569 3.8059 3.8169
May/2018 3.8 3.6261 3.6731 3.6751
Jun/2018 4.0 3.7342 3.7716 3.7729
Jul /2018 3.9 3.7326 3.7647 3.7553
Aug/2018 3.8 3.7728 3.8040 3.7946
Sep/2018 3.7 3.8026 3.8310 3.8214
Oct/20148 3.8 3.8206 3.8474 3.8376
Nov/2018 3.7 3.8551 3.8705 3.8697
Dec/2018 3.7 3.8497 3.8649 3.8644
MAPE = 4.16% MAPE = 4 06%%
Forecasts Evaluation Criteria | MAE = 0. 1624 MAE = 0, 1585
salil) A8y Luylia Q — LIKE = 0.00197 | Q— LIKE = 0. 00164
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AN Caagl C.U..A.N\ Gld iy < AJ._A.uS\ C.\JA-NL—I i ja ARl il BBl i<
S gl 73 gAY 33 9ty it (—id 13 [ARMAX (2,1,1,0) — GARCHX(1,1,1)]
3l e B 0Bl (b 3 g Alad (e 21 35 [ARMAX (2,1,1,0) — GARCH(1,1)]
Bl i) At B o LAY oiil) jodtial dia 31 Al udad) 7)) ing 138 g ¢ idiaial)
15 dingl) bl ) 588 B (alaal S 3 OIS Congdl g hsal

u.auﬁ ) CJJ_A.N‘ Jlaaiuily Lottall aill g 88\ pil) i gy (A Al JSB)
AlEt e d 485, de ~Sl— [ARMAX(2,1,1,0) — GARCHX(1,1,1)] — GED
:(2018) e da il (e Adad) pcial

Actual and Forecasts Values using [ARMAX (2,1,1,0)-GARCHX(1,1,1)-GED] Hybnd model

6 1 |
+ Actual value

55 == Forecast Value

Unemployment rate

Months (2018)

A gl 3 gaN) Jlartuls i) il g Abdal) il (8) JS4
liiua dah 5 e L5, [ARMAX (2,1,1,0) — GARCHX(1,1,1) — GED]
Adlay) patial
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ol s G 1§ i b e} . 5
Conclusions il bt | 1.5
O Adan () Joa gl A B ) joiial) Al A ) Joadladl A8 80 i) il Jlaniondy

sl b Lagd claliiia)
S e Taie) 5 dalidl (x,) 5 (1,) Aaie 3 Jeadlad) claaliiad zilad bae A ilae a2y -]
O gl A8 (A yilal) g Malll ¢y ALWiall (FPE) 9 (BIC) ¢(AIC) apmiil) juloaal ar il
A 3 D) iy Jmlatl o iDlall g Ja¥) 73 5—43Y) 52 ARMAX (2,1,1,0) gis—ail
mjdﬂ&uj_ﬂa\u_‘thM! galall) a0y o a_8358 A el Ty Ay eddl
g dua il ¢ JLaaY) g
«JiS (RLS — EF) 4iy ;b o) ARMAX (2,1,1, 0) gis—ail ;a8 dta po il iicidy -2
sl d_abhH‘\_uwbcéJ_uY\ ‘_.t_‘h.n_ﬂ:.}a_ﬁ‘\_.mudu_\w\u#\
A j8al) (el 84l i) J 8 ¢l wﬁ\ i a 13 05 [OLS, RPEM]
. [NRMSE(¥), MAE(¥)]
(PACF) 5 (ACF) 413 amu) DA (3ag i) Csy&xa (Bl o A 3l AL ld) Jtlas aie 3
dma A ) AN Gegadal = YEL PR g, u&b—d\ Gz yal (7)) (Al Jid) ‘_,J LS
Al o) A e il (L 65 (3) 9 (2) dJJA.“ 2 S [Ljung — Box,BDS — Test]
Adil) 8 dbally Loyl s (ARCH) il 29 90 Uil & i) () 9all 4 3
las 5 B o) Al b A ol (o 3) L) 3 gl () il ol Cpagilll dles 5 4
Lad GARCH(1,1) g gmail sb Ailida quli g 4a s dhad 1@ pilaias (G (gl
ZAs—ad¥) A5 J—8d) il aal AN S8y LS8y (8, ~GED) a—all Ldail) o 41l
ilalzal) (pa (S 23 S84 (AIC, BIC,HQC)
i a=adl e iy cAudn ) bl Aol b (<1 g (5 A 0 e () A 3 Alilid) s i1 -5
gl g ¢ 3mill) Agles (b bl LS ) gmidind) Ldadll cilay 5 5 &3y (GARCHX(1,1,1))
[ARMAX (2,1,1,0) — GARCHX(1,1, 1)] A5 Guagdl 73 s—ad¥) gl A ¢pa L)
Oma Lyl 3 e} 3 0¥ 9 J6W) Cangd) 2 35—t 8353 (ma (s & ((GED) il Las
il A8y el Sl il S - G.“ alll oAt o 4 858 D3
.[MAE,MAPE, Q — LIKE]
Recommendations i@ G| 2.5

A La LA ey Al al) a8 5 aLIAN B S Apan cld aad i) 5 ABLd) il ¢ a2
sk b A i) (S a1
Al A 1) Dl 3l Apng) il Jlaniesly AL aiAY) B3y 3 Cufiall) s i -1
ALl gL palil) d o pilaill sda 3 a Bl ‘A_HAJHI_:&LQAIAMMU_\S\ ) rial)
aJJM\ zladll Ada
CSJ_JI_QJACJ_":E3 Aabadll o g A kal) Cll_aﬁ\u.\al_au.\ag.ﬁ\:\_\las sl ala —agi 2
Al e Al Sl g3 s—aily ~bdl (ARMAX) 3 9—ail U.a_a By SPEPEY
L A8 a5 ) (s Laa (pedabal) ilaaly Lgdiliialy aati LgSY @t g (ANN)
Jal g™ A sy CJJ—AA‘ Oy s el SR (a iiagl C.\LA.\S‘ Ay <y -3
9 (MISO — ARMAX) +alg CJ...AA.U Sadate A A ) il CMAL (—bal) i< jatial)
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Abstract

Bivariate time series modeling and forecasting have become a promising
field of applied studies in recent times. For this purpose, the Linear
Autoregressive Moving Average with exogenous variable ARMAX model is the
most widely used technique over the past few yearsin modeling and
forecasting this type of data. The most important assumptions of this model are
linearity and homogenous for random error variance of the appropriate model.
In practice, these two assumptions are often violated, so the Generalized
Autoregressive Conditional Heteroscedasticity (ARCH) and (GARCH) with
exogenous variable (GARCHX) are applied to analyze and capture the volatility
that occurs in the conditional variance of a linear model. Since time series
observations rarely have linear or nonlinear components in nature or usually
included together. Therefore, the main purpose of this paper is to employ the
hybrid model technique according to Zhang methodology for hybrid models to
combine the linear forecasts of the best linear model of ARMAX models and the
nonlinear forecasts of the best nonlinear models of (ARCH, GARCH &
GARCHX) models and thus increase the efficiency and accuracy of performance
forecasting future values of the time series.

This paper is concerned with the modeling and building of the hybrid
models (ARMAX-GARCH) and (ARMAX-GARCHX), assuming three different
random error distributions: Gaussian distribution, Student-t distribution, as
well as the general error distribution and the last two distributions were applied
for the purpose of capturing the characteristics of heavy tail distributions which
have a Leptokurtic characteristic compared to the normal distribution. This
research adopted a modern methodology in estimating the parameters of the
hybrid model namely the (two-step procedure) methodology. In the first stage,
the parameters of the linear model were estimated using three different
methods: The Ordinary Least Squares method (OLS), the Recursive Least
Square Method with Exponential Forgetting Factor (RLS-EF), and the
Recursive Prediction Error Method (RPEM). In the second stage, the
parameters of the nonlinear model were estimated using the MLE method and
employing the numerical improvement algorithm (BHHH algorithm).
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The hybrid models have been applied for modeling the relationship
between the exogenous time series (x,) represented by the exchange rate and the
endogenous time series (¥,) represented by the unemployment rate in the USA
for the period from (January 2000 to December 2017 i.e. 216 observations), and
also the out-of-sample forecasts of unemployment rate in the last twelve values of
(2018). The forecasting performance of the hybrid models and the competing
individual model was also evaluated using the loss function accuracy measures
(MAPE), (MAE), and the robust (Q-LIKE). Based on statistical measurements,
the results showed the hybrid models improved the accuracy and efficiency of
the single model. (ARMAX (2,1,1,0) — GARCHX(1,1,1)) hybrid model error
whose conditional variance follow a GED distribution is the optimal model in
modeling the bivariate time series data under study and more efficient in the
forecasting process compared with the individual ARMAX (2,1,1, 0) model and
the hybrid ARMAX (2,1,1,0) — GARCH (1,1) model. This is due to having the
lowest values for accuracy measures. Different software packages (MATLAB
(2018a), SAS 9.1, R 3.5.2 and EViews 9) were used to analyze the data under
consideration.

Keywords: Bivariate time seriess ARMAX-GARCH, ARMAX-GARCHX,
Normal distribution, Student-t distribution, General Error distribution (GED),
Unemployment rate, Exchange rate.

Journal of Economics and 479 Vol.26 No.117 2020
Administrative Sciences



