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Abstract :

The testing of relationship between risk and return is among the most important topics
that took the attention of many researchers, and this is what triggered our attention to the
study of this kind of topics, where we aim through this study to test the relationship between
risk and return for shares listed on the Kuwait stock exchange and determine the extent
influenced by the global financial crisis 2008, As well as the efficiency and the ability of the
market to compensate investors by a premium risk, the study relied on the Kuwait stock
exchange index as an indicator to measure the performance of this market during the period
(01/01/2007) to (31/12/2015), So we used the Generalized Autoregressive Conditional
Heteroscedastic (GARCH) model to gain access to the results of our study, which showed that
there is a positive relationship and statistically significant between risk and return in the
Kuwait stock exchange, which refers to the efficiency of the market pricing for risks that
suffered from, that is by compensing investors through premium risk that they suffered
from, and this is a result of the consequences of the global financial crisis 2008 on the
performance of the Kuwait stock exchange index.

Key words:

Return, risk, stock, index, GARCH model, Kuwait stock exchange.
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((1952) 4 58 S Hle Lgodd Al Lipaal) ddaga ) dpplas Als e
Sl o dgy LS bl 33Y) (o (A Oppainall agac (G Biaaie WlSa zasadll 124 Jings
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b Janiall 2lall say Sl (e AN Slall e 65 Cua aplalial cld L Jpad)
Joany ) ylaladll e Jiad il 4 gudl AL &80l 5ykalie 30ke s calil) aSH ane iy ke
PO Al i) 5laS il gl
(A pul) il dl) ez dgall 130 o gk tAdbanadl o) e 7 dgad cibua b Yol
S ) goadll g Rl palBY) o Gpativall 350y 3ol Bond) iy -
Ak
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ALl (3)sY) e S 3e (e 4 oSie Alad dlaise G grany g il -
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' Pascal Alphonse & Gérard Desmuliers & Michel Levasseur: Gestion_portefeuille et marchés financiers,
Pearson Edition, France, 2™ edition, 2013, p :112.

51 -5010m U= (il g e sl G5 2
? Philippe Bernard: Le modéle d’Equilibre des Actifs Financiers (MEDAF), Université Dauphine, Pris, Mars

2013, p: 02.
* Shannon.P.Pratt & Roger.J. Grabowski : Cost of Capital, John Wiley & Sons Edition, New jersey, 4™ edition,
2010, p: 113.

> Frank.J. Fabozzi & Pamela peterson Drake: Finance, Capital makets, Financial Management and Investment
management, John Wiley & Sons, New jersey, 2009, p: 258.
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Source: James Bradfield: Introduction to the Economics of Financial Markets, Oxford university press,
New York, 2007, p: 210.

Aplainl) aglsilas os it Goydiinall b o Bl Lblaall Goudl bad aie (e WUl
chlaay! IS Gn e AoV Skl aall 13 8 3k JS il oS aal) 8 AL A e
Asiall 2lall i b Al hLeia) JS cm e JBY) Sl s by ¢ hlaall (i L Al

Ll (e 4dge
:(SML) Security Market Line 4l i) s34 (5 gl Jad .2

ifies) Agallaill Hlalaally (peed)) ALl 480 adgiall silal) Jaee Cp Al A8DMal) maasy
AL G3sY) (3oms ok Alalaay (Aplaiin) Aainally aalsl) agual) e 13a Gabaiyy o Ui Gulian
Gsw b il auy o WS olal dacasd) ddlahll Jea) s ziga Adlee (i o
ol o mag G ((42) Q&) JSall el Jiee Sl any JSE e L) @YY
Psaseall jeadll e adsiall o oglladl) 3l Janas B Uil ff dellaill jlalaall iyl

ol alall Gl ) A Ay 38y o Llalf o) dgnfpal duniiliials Lol 3] blial Jolel) ardll) : ilia dad !
(o8 Yl ASHA e e (oslall i) asles Bl pgladl A0S 7 dpallal) ASsally Al Apsloai®)s AL A1 Jon
13 102 2009 5581 21720 as b cubie Slasd Anala ¢ liasy¥) elondll (8 A sially pmaall Sl

ol slaeyl 2

52 10a (Bl paje tpnd 45
Narender Ahuja & othors : Op-Cit, p: 210.
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A Alsleall Axagi Lo sag ¢ gl Uiy Jalaay Lg pma 2Ll (3)y5Y)
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¢ gllaall dilall Jaza :r;

¢ hlaall o JA D) Jaea :Ry

@sinall o B dad paad o Cus dpnll SRR Gulia a5 cAdlall 3850 by Jalas 3B
¢ laadY) zigai yaiil (OLS) dpalall (g puall cilagyall Agyla o adiad iyl

AW 8N (5 s ddaisal Siladl Jana 1E(r)

(SML) 4lad) 33U (3 gual) Jad :(4c2) ab, JSi)

aisial) 8l JasE(R)

A

. it SML
43,5l
R=15 S S — . =
E(rm)=10 [ if
R=5 [T : I i
SRR AU M e ememnnal \ SR

05 1-B 15 dallail) 3,3 (Beta)

Source: William . L. Megginson & Scott.J. Smart & Brian .C. Lucey: Introduction To Corporate Finance,
South western Cengage Learning, Canada, 2008, p: 235.

sl Agallatl) 5ylalaall 06 Lavie adl eodlel mzmsall (4 2) ) Al JSED (e aadl
o SN Bl Jaee Ji Al gasend) jsaall e A36 ddd die (6K (SML) gl sl

198-97 :a —(a ¢(3ils s chadiiall LIl 5)Y) 1y AT i) Gline !
? Citant: Simon Benninga : Financial Modeling, Massachusetts Institute of Technology, London, England, 4t
Edition, 2014, p: 96.
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83 HE™ sdJLu = sJLAA.\.uY\ Lalaa a)\d} 'LQJAM\ daaa 1
%2 Dennis Shlegel: Cost of Capital in managerial Finance, springer Education, New York, London, 2015, p-p:
15-16.

& ale 80) dugy gl Dy tel) LilualBy) dspal) dod o )Y py T dealisy (Mo Sl 2305 Ay :aall oy e
91 -90: e —= 2009 (i), (zle srald daslas ():\:mﬂ\ psle
* Nikiforos. T. Laopodis : Understanding Investments , Routledge Education, New York, London, 2013, p: 240.
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'L . M. Bhole & Jitendra Mahakud, Financial Instiotutions and Markets, Tata McGraw Hill Education, Nagar,
New Delhi, 5™ Edition, 2009, p 39.
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*1. M. Pandey : Financial Management, Vikas Publishing House, New Delhi, 9" Edition, 2009, p: 100.
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3 William. R. Lasher: Practical Financial Management, Cengage learning, Boston, USA, gth Edition, 2015, p:
415.

240 :0a cGila gage L) Laila 551 g salall dens ©
77



agSd Bplalaally adlad) (G ABMAll (g lail) HUaY) G Juail)

Sle gy WD) e lan gl Sl sphladl lEe s :(Beta)ly dad N
coasy A Gpaall Tadll & jlaailded (o el 138 us oSl dile (agnd) dile) Hlenay)
(OS] Je) oS by Jalea e f Al G agudls ¢ 3oull dile 8 il s Guslai agad) Silse (f
Pajhlaae S8 o

Saall badll 4y ey Ledie sasenll jsaall (e sanall g3all g s i(Alpha) il dad Lt
058 O g ) ped) W 8 Wity (A e Jalse Jady gl Blall gl e o )
ot A5 pa Jamdl Jlag 0S4 pgadl ciaty il 8 Jia e JB culS )y ¢ i
138 ehd e Gl o A saal) aia) La 13l ¢ Gand) Aidnas B (e A Clagage
D335 il Slally (it jeud) G seud

gise Gunis Saaall Lall G Lo CIAY) () o(Analdil sl ) ASeudl »E 5pblaal) i LI
O WIS aing al dellaill e splaliall e gl G g o Sl al) e Aaall Ul
agnll dpaldaill ye 3ylaliall 38 anidd (Sars cagual] Spaall Jadll Joa 1S gy Ll ol Ll
pdgr pem Y Agiall sylalaall el Juail ¢(3pud) Alaing aend oS asill Gl e ol
Jear s20nall (3sudl Anine dilge & hyuill galal) peudl Sl Byl (520 & Jidiy Lai) dlaisdl)
(G b G ) Sped) el

O AR (PR e sylalaally diladl G AR sy @A peall ladl) e el (Say LS
P Asbeally @lldg ¢ sudl Sile s agad) Sle

Tie = alpha; + Bitme + & |--+(2:25)

LN
¢l 58l Gl e Gnnd) agud) Xile :ry
(sl Jalsall il b adisial) 3ilad) iy Wl 4ad zalphay
648 ual) 3ylalaal) Jalae Jidiy Uiy dagd @ B
thaald) 3l bl o Gipunall (3l dladaa dile orpy
(sl Uall ) error zgy

! Frank .M. Werner & James. A. F. Stoner: Modern Financial Managing, Freeload Press Education, USA, 3™
Edition, 2007, p: 398.
* Lawrence. J. Gitman & others: Principles of Managerial Finance, op. cit, p 227.
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ADF
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PP Statistic Statistic )
%10 %5 %1 Statistic aluly) 0 sl
(25052 Ao Ll
(Sl ALl | (Llensdy) )
(Sl
sl LS
2007/01/01
-3.1298 | 3.4157 | 3.9702 | -40.97465 | -27.98672 | —1.442464 | 1.841668
2015/12/31
Lyl Jé
Laalladl 2L
#2008
-3.1298 | 3.4157 | 3.9702 | -19.20624 | -19.02051 | -1.159087 | -1.207554
2007/01/01
2008/08/31
LY 2
Laallal) 4L
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2015/12/31
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Moo Aulud Sially A Tala,¥) Al olial daasall (6¢3) 5 (5¢3) 5 (43) &) JK&Y) s
Cun (sl e 22008 dallall Ll As¥) 2y I8 Gidlly 5l JalSd Sl days i
leadl) Jal e duhall il 4 sl dlgal Ll Sially I LliyV) clalee of Laadls
pmbiial) (ol i mdl) [, + 2] GG Ol 0412 lpalins 85 (K=1,2.3,..0-..30)
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Date: 043016 Time: 15:13
Sample: 1/01/2007 12/20/2015
Included observations: 2292

18 0.014 -0.027 322434 0,000
19 0.020 -0.002 22526 0.00(

Autocorrelation Partial Correlation A PAC Q-Stat Prob
= =/ 1 0229 0229 12070 0.00C
a n 2 0108 0059 14755 0.00(
] U] 3 0.090 0057 166.32 0.00(
1] L1l 4 0.048 0011 171.58 0.00(
1] 1] 5 0.049 0028 A177.08 0.00C
1] 1] 6 0.059 0036 18496 0.00(
1] n T 0.045 0.018 18954 0.00C

L1l 8 0.032 0009 191.91 0.00(
1] 1] 9 0.064 0048 20142 0000
| n 10 0.092 0065 22095 0.00(
1] n 11 0.056 0012 22815 0.00(

i 12 0.039 0005 23159 0.00(

L1l 13 0.040 0015 23532 0,000
= | ] 14 01324 0119 277.04 0000
a 1 15 0.099 0038 299.69 0.00(
A 1 16 0.077 0024 31331 0.00(
i I 17 0.068 0,020 32389 0.00C
I
I

20 0.027 0,000 326.956 0000
21 0.033 0.012 32945 0000
22 0.029 0008 3231.38 0000
22 0.024 0008 323412 0000
24 00532 0019 24054 0000
25 0.037 0,000 343269 0000
26 0.015 -0.016 34419 0.00(
27 0005 -0.013 324426 0000
28 00325 0018 24704 0000
29 0013 -0016 24741 0.00(

1
1
[
[
1
1
1
[
1
1
1
1
[
1
1
1
1
[
1
1
1
1
[
1
1
1
[
[
1
I 30 0.052 0.035 35374 0000

e e e - = = - = - - - =W
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Date: 04/30M5 Time: 15:16
Sample: 1/01/2007 8/31/2008
Included cbservations: 433

Autocorrelation Partial Correlation A PAC Q-Stat Pro
g A 1 0088 0088 33699 00
(a0 iy 2 0049 0042 44266 01
g g 2 0109 0102 961771 0.0
i i 4 -0.031 -0.051 10.029 0.0
o [ ] 5 0080 0080 12831 0.0
nt i 6 -0.017 -0.029 12952 0.0
[N L ¥ -0.008 0001 12977 0.0
o iy 8 0072 0057 15258 0.0
o R 9 0001 0002 15259 0.0
(ji) i 10 0.075 0065 17762 0.0
(a0 rm 11 0.055 00332 19087 0.0
H H 12 0016 0.010 19202 0.0
i H 12 0.041 0012 19953 0.0
13 /3 14 0183 0185 324987 0.0
H N 15 0.019 -0.024 35128 0.0
n i 16 -0.016 -0.038 35248 0.0
nt i 17 -0.014 -0.044 35343 0.0
H rm 18 0.016 0032 325464 0.0
(] A 19 0146 0130 454192 0.0
(a0 rm 20 0.051 0040 45395 0.0
H N 21 0010 -0.015 46440 0.0
A i 22 0110 00632 51.953 0.0
i i 23 -0.026 -0.043 52261 0.0
rm rm 24 00682 0032 54092 0.0
A A 25 0109 0091 59545 0.0
i i 26 -0.054 -0.060 60915 0.0
i Ot 27 -0.060 -0.107 62581 0.0
[N N 28 0.008 -0.014 62608 0.0
o i 29 0007 0014 BG2.628 0.0
H L 20 -0.000 -0.008 B2.628 0.0
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Date: 04/30/16 Time: 15:17
Sample: 9/01/2008 12/30/2015
Included cbservations: 1859

Autocarrelation

Partial Correlation

Q-Stat
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0.051 0.035

108.26
130.64
143.29
14822
150.85
157.95
161.66
162.326
170.42
184.94
189.10
191.70
19416
22079
240.51
25410
262.93
263.01
263.01
263.328
265.16
26558
267.03
269.47
26989
27015
27027
27275
27292
277.92

0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
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K=1
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=2292(2292 + 2) Z — = 353.74 > X2,.(30)
£ 2292-K

= 43.373
Al Ay Jadspall duslly @
K=30 _,
*=T(T + 2) i
Q= T—-K
K=1

P
— 433(433 + 2) z —re— = 62628 > X205(30)
K=1
— 43373

DAl AN el ally @

K=30 _,
*—T(T+2)z il
Q= T—-K

K=1

Pk
= 1859(1859 + 2) Z = 27792 > X%,.(30)
£, 1859 —K

= 43.373
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dals of gl had e A0 dgagy oot L)) asag e Ju L sas o(Ljung—Box) ladl
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syle dosld Clada

1 oSy Aua) oy aguad gl B el wijgad) Al Ldagl) il Laal) Ay Ll
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isall Slse Alulud adal) ayall Al laa) 8 e 5, sdag (JSEl uplie 138, il
oLl Glasasall (7 (3) o8y JSills (2 ¢3) pb) Jsaad) 8 dial) lial) e laldie] @llg i s yaal

Aug aal) i) JNA Laygy pdise Al Libasl) cililany) 1(2¢3) by Jgaal)

LI A s | 5w g ta 3,80 Jalst ;
—2008/09/01 3:1(‘);7:)?/3? ~2007/01/01 e %ﬁj o 0% S
FRIA]

2015/12/31 | 5008/08/31 | 2015/12/31
~0.050859 0.083410 ~0.025493 Mean L sidl
0.000000 0.085156 0.013166 Median Ll
3.802645 1.532920 3.802645 Maximum ieg _le
-3.874544 ~2.687688 -3.874544 Minimum i ol
0.753655 0.542800 0.720392 Std. Dev. (g)bea Cilyad
-0.804582 -0.764654 -0.853326 Skewness ¢l Jalas
7.650036 5.393044 7.847646 Kurtosis mllill Jales
1875.440 145.5141 2522.378 Jarque-Bera .S s ddlas)
0.000000 0.000000 0.000000 Probability 1. s Jleial
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500 ™ Sample 1/01/2007 12/30/2015
Obsernvations 2292
400 -| Mean -0.025493
Median 0.013166
300 ngimum 3.802645
Minimum -3.874544
Std. Dev. 0.720392
200 Skewness -0.853326
Kurtosis 7.847646
1004 Jarque-Bera 2522.378
Probability 0.000000
0 J !
- VAT AR BT '
Series: RKSX_BC
— Sample 1/01/2007 8/31/2008
1004 Observations 433
80 | Mean 0.083410
] Median 0.085156
Maximum 1.5632920
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Std. Dev. 0.542800
40 — Skewness -0.764654
Kurtosis 5.393044
204 Jarque-Bera  145.5141
Probability 0.000000
0 : I }
500 -2.5 -ﬁ.o -1‘.5 -1‘.0 -0.5 0.0 0.5 1i0 1i5
Series: RKSX_ AFTC
- Sample 9/01/2008 12/30/2015
400 | Observations 1859
Mean -0.050859
300 | Median 0.000000
L Maximum 3.802645
Minimum -3.874544
200 Std. Dev. 0.753655
Skewness -0.804582
Kurtosis 7.650036
100 -
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Probability 0.000000
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Lallall AL (315 e elal Sl JUEly 22008 (léall Gall da)l ety dyallall (3o
e allall 8 AL Galsnd) Jalsly Allall Aalgally ansy Lo G LN AW Gland) ) deiiall
o M Lo sag (@l sl Byysis Al ClELEAS) Faate dlle sl DA (e ranall Lgaiany
dadiial) Jsal) lplasl lgie b dpdlle 20l &)l ) glie ) il (e Ledsaly AaiY) o2a 5aa
D38 Lagy ) Lol dualilly Ll (o

22008 Al da)¥) amy oSl dmygr pgasd L) o i o (S Gaw Lo e el
AN i) sl sda Ciad dam cAglled) L) Jd e OIS W AHae laile g sylalie e
5aly) JS adl Cam A0 Angaall Applail uSlae 1aag (8 5ykaliay e dile Jausiay (22008 Al
Agaludl Aalal) SlaaVL ol diays flisaa o Juy Lo sy aphalaall 8 sal) Lllsy vl
22008 uadlall Ll A3V e (s ¢ pdgall (misiall o1V e el Lo sag ¢ iled Lgigass
G dppall Joall alana lgie pld ol AU (el ) Rl ) e i L 4l il
Dl pali @l Jeagy (& Glalin) s cclalaial) g I8 8 ST cabial
Pha ol daayg pdse Slse Al elal o Cukeil Elaa¥loda J<5 iVl il A ail)
il lly 22008 Al eV oy Jd Al 55l ae 5AY) s30 A3jlhed (g yaall 35l JalS
2a Bfiee 4t Sy oSl Aald kil dapall Joall alaaal ddlally dpulidly palai@) g Lias¥) e
AW Ay J8 Bl ae A3l (3blie ol &) el ol sl QS Sl QA e
<0.72039) 55l JalSl Cuy &l dimygr ydipal lall Janging (gilbmal) a1 &l Caa (22008
35l 3yl) 03¢] Nlsall Lo sia (535 (3 ¢3) Jsaadl DA o Liad sedy LS5 ¢ i) e (-0.025
22008 Al Ze3Y) o2 I e b5 s
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Dependent Variable : RKSX
Method: Least Squares

Date: 05/09M6 Time: 15:49

Sample (adjusted); 1022007 12/30/2015
Included observations: 2291 after adjustments
Convergence achieved after 6 iterations

MA Backcast 121902006 1/01/2007

Variable Coefficient Std. Error t-Statistic Prob.
ARI1) 0.2209494 0.020289 10.83863 0.0000
MAC14) 0114342 0.020807 5495394 0.0000
R-squared 0.064355 Mean dependent var -0.025505
Adjusted R-squared 0063946 S.D. dependentvar 0720549
S.E. of regression 0.697130 Akaike info criterion 2117183
Sum squared resid 1112432  Schwarz criterion 2122192
Log likelinood -2423.234 Hannan-Cuinn criter. 2119010
Durbin-Watson stat 2023074
Inverted AR Roots 22
Inverted MA Roots B4+ 108i B4-19i BT+.530 G7-53i
AT+TTI 37-T71 00+ 86i - 00- 86l
- 3T+ TTI -37-77i - 67-53i - B7+.583i
-84-19i -84+ .18
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Dependent Variable : RKSX_BC

Method: Least Squares

Date: 043016 Time: 23:41

Sample (adjusted); 1/21/2007 8/31/2008

Included observations: 419 after adjustments

Convergence achieved after 6 iterations
MA Backcast 1162007 12002007

Variable Coefficient Std. Error t-Statistic Prob.
C 0.093344 0.035873 2 602078 0.0096
AR(14) 0189777 0.048010 3952831 0.0001
MA{3) 0123121 0048678 2./29272 0.0118
R-squared 0.048210 Mean dependentvar 0.092731
Adjusted R-squared 0.043634 S.0D. dependentvar 0.542048
S.E. ofregression 0.530091 Akaike info criterion 1.575596
Sum squared resid 116.8943  Schwarz criterion 1.604507
Log likelihood -327.0874 Hannan-Cwinn criter. 1.587024
F-statistic 10.53552 Durbin-Watson stat 1.857779
Prob(F-statistic) 0.000034
Inverted AR Roots 89 .80-39i 80+.39i 55+ 69i
55— B9i 20+87i 20-87i -20-87i
- 20+.87i - 55+ 69i -.55-69i -.80-39i
-.80+.39i -89
Inverted MA Roots 25-43i 25+.43i -.50
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Dependent Variable : RKSX_AFTC

Method: Least Squares

Date: 043016 Time: 18:31

Sample (adjusted): 9/02/2008 12/30/2015
Included observations: 1858 after adjustments
Convergence achieved after & iterations

A Backcast 8/M19/2008 9/01/2008

Variable Coefficient Std. Error t-Statistic Prob.
c -0.049968 0.024323 -2 054355 0.0401
AR(T) 0.231856 0.022547 1028337 0.0000
MA{14) 0108656 0.023112 4 701187 0.0000
R-=quared 0.0689004 Mean dependent var -0.050008
Adjusted R-squared 0068000 S.D. dependentwvar 0. 752964
S.E. of regression 0.726913 Akaike info criterion 2201592
Sum squared resid 980.1855 Schwarz criterion 2210517
Log likelinood -2042.279 Hannan-Quinn criter. 2204881
F-statistic 628.74461 Durbin-Watson stat 2023245
Prob{F-statistic) 0.000000
Inverted AR Roots 23
Inverted MA Roots 83-149i B3+19i JBT-53i BF+53i
AT+ T AT-TTi 00+ 85i -.00-.85i
- AT+ TTi - 37-TTi - B7-.53i - BF+.53i
-.83+19i -.83-19i
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G..:}qﬂ\ gjb,l gé ARCH i} 3529 ,laa)
ARCH Test , Dependent Variable: RESID*2 lags to
Include 6 Z‘MJJN‘ 3,441

Obs*R-
Proba F-statistic Proba
squared (LM)

580 Jalst
2015/12/31-2007/01/01

0.000 65.67290 336.9623 0.000

Lallad) L) a3y S8
2008/08/31-2007/01/01
allal) Adlal) Aa3Y) 2oy
2015/12/31-2008/09/01

0.000 53.09644 272.6999 0.000

0.000 10.45607 55.27656 0.000
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GARCH (1.1) zisai cSlalas
dia3 3adl)
O a+p B a
3yl JLlS
0.017828 *0.794024 | *0.177017
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(8.994504) (64.83098) | (13.33337)
2015/12/31
L Al Ja
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0.976678
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