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Abstract :
The main aim of this study is to test return predictability of Saudi capital market
through past returns, it also aims to propose a model for forecasting market returns.
The study used the daily closing prices of the general index of Saudi capital market

(TASI) for the period from 1/9/2007 to 19/10/2017. The study used the variance
ratio tests (Wild bootstrap variance ratio test and Sign- based variance ratio test) to
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investigate the return predictability. The study used also a set of tests and criteria to
determine the appropriate specifications of the proposed forecasting model
ARIMA (n.d.m) -GARCH (p.q). The study results showed that the returns of the
Saudi capital market are predictable and it suggested ARIMA (1.0.1) -GARCH
(2.1) model as a model for predicting the returns of Saudi capital market.
Keywords: Return, Predictability, Efficient Market Hypothesis, Anomalies,
ARIMA (n.d.m) -GARCH (p.q).
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