Dirassat & Abhath N

(]
v
)e Golomal 9 Dbl 3 Al
The Arabic Journal of Human , AOLLA N a glall LB G yall Aol

and Social Sciences X Y% PURICRETI

ISSN: 1112-9751

tJaedl O e

Aldniuls aguw M) 31 gul il ge CLdaT e (B pall jlawl Ol pdd HA1 uld

ubials G =l M Aaels /0 alal e ps o




st 2dt 2017 L ylo 26 soial ISSN: 1112-9751 it g bt 3 s

GARCH 3503 plasviuls pgudt 31 gul iige CLAET Lo B puall jlawl Sl pid S50 yuld

DAlal e p

: yeFhed)

iadiize Jg5 NS B g1 Byl Wilge Ly Bl el il i e AN ol S Aty odn Cdun

o W ) UL Ak - B cowliadl GARCH 3505 aluseealy b3y (148 (0L el 10l

JIESIRCIICTN TIPS P [ SPSYRCHE Wgh v S PN RCINOE - FEPA 1 I P15 [ PRSPRY- S POt gt U W[ A [ 1Y

Sl B aldseal o9 . (3haline 3443) 2016 pwzew L6 J1 2001 il o0 Bizad! 8,28l Ol iy ggsd!

e gl Byl Wige g slanl dmslam gyl J) bl ol Syl 8 judel) 3! deiMe (Suo 80 jp0) Bilalg il B

Y1 Byl U158 LSalyd oo B 1S 193 otls (2Bl jlawl ol (g Jaos U1 Ve dygimeg (Bl e
e Sy LI B gl

GARCH Céj.w 4J}d\ )\’.wi g cwig\ é}w O Ao ldod! LS

Abstract:

The dynamic links between exchange rates fluctuations and stock market returns
volatility is empirically investigated in this paper, by adopts a GARCH model. The data
consists of daily closing stock market indexes denominated in local currency and
exchange rates for three developed countries, namely HK, Japan and Canada. To study
this relationship during bad and good times we choose data from January 2001 to
September 2016 (3443 observations). Many statistical tests are applied to reach the
accuracy of results. Stock markets returns sensitivities are found to be stronger for
exchange rates, implying that exchange rate change plays an important role in
determining the dynamics of the conditional return of stock markets returns.

Keywords: Stock market volatility, Exchange rate fluctuations, GARCH model.
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Al ) 3Ll dcds yall Jolae (3o gl i Ll

s Lo Y D gl Al GOl 131D (Bux g Hax
@ Ao gian S s e A ol @il (o yheol Bas ol
A yall Jidh g poall A 48 (28 55 Ldiie gt
(2) Jgmdt (o yny B gl i 392 g oty Aand)
Lot ghunn e Aodin HI1 huw D! oy 51 p sl HLdisn | gilid
Bow Oy gel BWEYY jlawiy B pall jlawi) id o
o N1 (B g Ol podh ol ilall Jime Sl aas g (egu
SO pladiwls ch g (B pall jlawl (B il Juias g
KPSS PP tests ADF tests) it o jlcs

.(tests
Ao 1 Jao St O (2) J gt il IS (e L gl
il SOl B pall jlaewl g e 1 Hlawl O e (e JSI
gl AW B9 -l (1S3 Ao M Ll gls i B pBls
o2 i O¥ e g g ¥ Blgul Al ge S an g
0] Lgine g giwe ic b yaiwe COlES Byl jlawi
Aoyl udd (e AlalSin oo dcis 1 Ju Dl 0ka e g

AEMEN O e N ST Aty clin g (1)

- Jarque—Berra test statistics Lasb gl
3551 i A Slall ) 83) puall A 5B (2,
edall a9l At ¥ Lilall a3 (0 (g o(maedalt
1igd doibas ¥ edll colss doe Y01 dgias s
figd Adlalion ¥ Aol 0iEn 30 Le g 9 b s L Y
(P-value<1%) ey
S O daas M Liasi Adlbuas JI (ailasdl ey
ol i dai gies Camand Ayl Joms D)ol
gLad )l a9 9 (51 )Y gl Julas Lgd po Hlawi B il
.(nominal appreciation) dlesl diew ¥ deal S
QB Il Lgie 1 mma B il jlawi Oldal cuils g
A ge Slodan A jlae Ao jlite g dunddnie (§ jlosasll
Dlawi Ol pmah 2595 O 219N HLES Tyl agw XN
dbio (g 0o g IS Lo Ligido Loy 93 Ol B puall
9 Ao g ymtell YL aeeand Ay o g0 el a5
Jarque—Berra test Lcabpiloidiois assl

01 (e U3 Adlais N1 aedd colss g1 statistics
u.u\__“«.a.‘ 3.\_}3.“ )..\_}. )\_;é‘ ‘A‘M\ U_S-o:l

Ayl Lgeldt pne (T dddin 3 JwDhadt 2o 5l ya% !

1 X g Bum glf i Oyl (2) J gt

ADF t-tests PP t-tests KPSS t-tests

Country
tp tt tp tt nn Hr

UK
Pit 2.1624  -2.0164  -2.2042  -2.0777  3.4359 0.2706
Tt 232397 232567 -62.246°  -62.269"  0.1257  0.0614"
Fx;, -2.1988  -1.9325  -2.1961  -1.9184 1.5019 0.9781
e 43,1917 43222 -57.2807  -57.326"  0.26197  0.0484"

Japan
Dyt -1.9042  -1.7393  -1.9014  -1.7552 1.4097 0.6731
Tt 61.1097  -61.1117  -61.222" -61.226"  0.12717  0.0691"
Fx;, -1.3490  -1.6457  -1.3246  -1.6213 2.7319 1.0285

e 59.9327 2599257 599517 -59.944"

0.12607  0.1035"
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Canada
Dyt -1.4445 22354 -1.4962  -2.4132  5.2041 0.5287
Tt -10.946"  -10.946"  -60.377" -60.368"  0.0586 0.0608"
Fx;, -0.7123  -1.9534  -0.7144  -1.9977  3.6534 1.4977
e 2110537 -11.1657  -61.159"  -61.186"  0.3255"  0.0510"

Notes: (*) and (**) indicate significance at the 5% and 1% respectively, tp and tt are the
standard augmented Dickey—Fuller (ADF) test statistics and Phillips—Perron (PP) test statistics
when the relevant auxiliary regression contains a constant and a constant and trend, respectively.
The critical values for ADF test and PP test at the 1% and 5% significance levels are: -3.4320, -
2.8621 (with constant) and -3.9607, -3.4111 (with constant and trend). nu and nt are the KPSS
test statistics when the relevant auxiliary regression contains a constant and a constant and trend,
respectively (Kwiatkowski et al., 1992). The critical values for KPSS test at the 1% and 5%
significance levels are: 0.739, 0.463 (with constant) and 0.216, 0.146 (with constant and trend).

I it ddee cllai 61 ARCH 57 s 519 (e 31

.GARCH g3 363 plasci!

JwSdt -3 Volatility ootz ds e dslaed

1982 55,0 J5¥ Engle costai ans datedr i 30
Ot DL s do g pdis 1Al X Zh 900
) ARCH

G sl a1l i a1y 1 (Heteroscedastic

Autoregressive Conditional

gmad S Hlasi Y1 sgas 1986 aw Bollerslev
S auas o g el SIS 1o W geanall 73 gadl
Generalized Autoregressive ) GARCH (pLca
391 oans (Conditional Heteroscedastic

Jadld) daeatls GARCH(1.1)

Mean Equation: 1, =y + 16 + &

Variance Equation:

of = ag + a et + foi
2)
A o giee T (bl ddalae (ot G
3 ymiall (e Sl J g Slaglas O J ¥1 Sy slall
ARCH sl aie pas 6201 (Goblaadt p 9-d1) Zaslds

5yl 2 4y Litall (old g .00 dalacdl S35 (pe tETM

day,lan 2.4

Ayl A ;i Gl yll e tane Al

Ordinary least squares islall g yawall Silas ol

OLa) e 8yl sla i Ol il 40 st (OLS)

IS (e dBMall odd joadin b (Sang qegu X ilge
(SN 7 gl

e = Po + Brer + e
(1)
IS ¥l By pdido aile Juas Ty I

nominal )yl e, il ta, o

Ue cols o S .(appreciation or depreciation
s o
ZR9—adl 1A Ol jiae dss Mo Sus il @i
=13 a5 ARCH - Effect  Test jcsu
TRl B9 Al (B (bl DL poay o g pdie
saqdiMean  Equation daw gl dtslas (pomids
$T) paalt G 53 e HLas N1 1s g2 (OLS day iy
O e paalt des 58 J 98 Of (ARCH 5392 9 ante
J 98 D> (2 Ll (plddl Sl g (il Gle Ml s

e piliie pd (bl O (e 1463 Abaud) duss a1
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D e el ds ja G alustiut o ol b jalid

'm&}m AanlSs ¥ Sloa¥
okl s 3.4

S raall Olay ot day oy pouaidi pitn 1.3.4

OLS estimation ssLats

Jas (o ABMal s il (3) J gt fuo

ideall B po Hlawl (o8 podidl Juns g aguw ¥ Gaw Ll
G dow g ytall ADMI O YLl HY ool Julde dodomall
Lol 4 gian B pall jlawl Ol i Olalro cOls
39 g i Lo SS9 QLAY Basiiall ASlaall (o S
! s Ll Lgde <8 pall paud (bt 515
Byl O il Lo Lgd mgw ¥ adilge 500
L S g . S0 e M1 Y gt Jlie (Sl Y gt
@2 DI (o Sl At pdy B piall ya OF A
Aol g 14iss A jlae HALoaldl @gw Y Bgw dige

STl

IMs> e GARCH term asib aie yiaeliy dasbll
B aatac
055 0f GARCH g3g—e3 il s azs
g oo O350 Olg i g B .0 (A gd gl Slolas
O &y i Olemidal gl (e 81 By .0y
gl 1aa S alas @mid e e MY oy Slo !
OF 31 (bl it gl (e B9850 adale
BULI P PRYPUL UL TSV % Y W PONI J- SIS [ W]
o (lediowall gl (lomd) (ulcdl (8 dasladt Sl
Ot Aoy gaie dmwold 3 el puSay s gl
5 S0 @uall Of e clustering volatility (¢patcar)
dslaall iy .OF 8 8 jose @l N1 (S350 OFq 3
SN g Joglall (sell e deniall oyl reiwt N B
Ge A1 O Jslaadl ,oin Lo .GARCH  Effect
2N ga g Wl jnd Soall Lo deiall Gy ) pediewl
GARCH (1,1) z3s—t sy ARCH  Effect

O 9 «lLdl B OLdatdl s gaie e (D484l Lol

OLS 2z las jlasa i it 2(3) J gt

Bo B1 AdjustedR? D.W stat  F-stat ARCH(1)
UK 0.001835 0.260680°  0.017583  2.088146  62.60452 341.8793
(0.8495)  (0.0000) (0.0000)  (0.0000)
Japan  0.004054 0.970662°  0.161246  2.149409  662.7039 177.5152
(0.7172)  (0.0000) (0.0000)  (0.0000)
Canada  0.005719 - 0.094351  2.187612 359.5876 548.4044
0.551483" ) )
(0.4934)  (0.0000) (0.0000)  (0.0000)
No of
Significant 0/3 3/3 3/3 3/3
cases

Note: Numbers in parentheses indicate the P-value. * Indicates the significance level at 1%.
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08 31 i il (il (1,521 I3 | il ]

gl J>=== GARCH gilod e sl cie¥1 3y

2aa5 B ged Adie J) Sl e Mo ¥l g L JSCdiall
P O 3 9 e M1 (B g e Jone (s A8 all
volatility ¢l dussaic dusls 355 5 s <8 juall
=2 (6 pmimalt) 5 ,e S Ot it O Es Clustering
002 9 (3 prain) b ymiiEn Ol piad Lgalh mgw¥1 aiige
GARCH g3las plasmicut 559 pids e a2 535 duols)

B0 aguw ¥ (8 gu wile CLAT ASialiun Lo gl

odd Ol jude dnsdo (Sn HL O milid b g
s ¥ ARCH  Effect Test atascwls zalou

1 Jdol e |

n_::’“ :1)>[|le< ia‘_’ B¢ | g~ |

o Al

O Sl A i oi Autocorrelation
Jgamdl e N1 a5 aall -5 Heteroscedasticity
adl 73 geil B 9o Al O Lad gis Ol Lasmr g (3)
P-value ) 31 5w¥t JSI duwidly (31 Jold )i e (5 gmd
(ARCH 535> 5 JSanyof ARCH test<1%
@Y 3,5 9o GB1gdl Al B A1 DoLd y ¥ a9 g9
Sl yade Of s 128 9 OLS iy jlat dculu Y1 Silas ya1

(29 g Al (San ¥ 9 52 LaSH Wb juuidl @i @] g gedl

GARCH(1.1) g3se3 yuuas it 2.3.4

GARCH(1.1) z3ge3 jauas it (4) J gt

Yo V1 Qo ay B
UK 0.020175°  0.065037°  0.006696  0.121345"  0.856384"
(0.0051) (0.0056)  (0.0000)  (0.0000)  (0.0000)
Japan  0.023157°  0.867836°  0.015191°  0.117197°  0.848123"
(0.0099) (0.0000)  (0.0000)  (0.0000)  (0.0000)
Canada  0.023225"  -0.350813"  0.003021°  0.090802°  0.896069°
(0.0001) (0.0000)  (0.0000)  (0.0000)  (0.0000)
No of
Significant 3/3 3/3 3/3 3/3 3/3
cases

=1y Aol oA (B (o dtell (s AcwSe A8Me g
ddalan (e T—2la g ] Lol 4o gias Sl
conditional

the mean

(o il Jais sl
Agd Coiles By wall oy, G LT Ol equation
Ol s OF B 99 . Ol pcen (o8 pansmdl 8 s g
o I Blgud ailge (yo pEal A g pdS B pall yau
OSa B il e e dedw A8Mall calaioll pcwanll

Al 232 B Aol dlaall daid (olasdl Olu o pwdd

Note:

Numbers in parentheses indicate the P-value.
* Indicates the significance level at 1%.
Th9—ed Sloolae yual milss (4) J gt jglas
dataal colss .GARCH (1,1) o it itadt ul
e Jume e B pall e Ol pad 5l uedd 1Y
ASloall 8 Liluasldogine s Aor 90 g ¥ 3 5
4 gine 13 Al A8Me 39> 9 ST Ol g Busiad!
2L QLSS 1S el Lal 0 pieadt (s Al

Lo pga ¥t B 9w Wile Joae Ao 8 pall jlawi & s
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fcwla O Bas 9 Uanl Juiaes S SLAETN duladu!
e Las g8 CAlEs (B pall jlawd mgud Ggw Alge
_L__vm‘:,_i’np_gﬁjja%_a.\id)_mh sl Olodas Gi
g 1 31 gl Wil ge ASioalinn
ST Db aliall @« golodd! (8 4adll dab 3
= Sl (s 093 g 3 gaidl Ao (e Sl
lall ¢ paall Slan pall 4y plasy 7390l s Lgd yo
RESESN I L EN P SIS (PX W E PP O) B
LLa ¥y Autocorrelation i1 bl Y1 s e

AlSie a9 9 iy Partial Correlation s s

;l :".'s‘d\] ;L../ AQ:\l .."«‘Q\ ’S

.Heteroskedasticity Test: ARCH

s ol

A (B AN Dol Y1 HLos ) (B auall b 28 Sy
o2l hlas (s bobdHlg 18 dold i dobdy) g2 9
(o 3 dold iy (1 ol y a9 9 (2 Fsleallg Jaad!
i P-value aasd colss 1 paall (o 58 Jas G

o2 oabasil Al ($350 48 Leo mgw Y Bgw oD Hgans
g Bguw ilge
e (the intercept term) oy dataslt colss
the conditional variance (o il (plcdi Dslas
AL S B Lilias ) A giae 4 g0 €QUAtION
@D O 1 e SLAN (e Logn 12 s> L O s 1 9
dawgis il ade ja e 329 cdigall id gl ddec
9 ARCH (10 Js= Olelas caas g1 (b glall cdaidd
deeal Ol ¢ dedall ane Lo ,i (B g 0 JGARCH
o Leo ARCH aolas o =21 GARCH ietas
el dulis A5 98 mgul 9w S5 ile s O
Les awotsl (lagged values aaludl puealt) datscel
(ST B jlas gl LAasd) Ol lacll dlesd Las pisai
131yl piml Aaalad) 3 phall (Ll Olad g3 Gl Colss
0 Slolaoll ¢ 3o Oy .MOTE persistent
a0l ay Lo A5 MAN O YLt 3 3o 931 (0 o 53 B g

O19 Ayl paliw! sl HUET Wil galt Ol i 3o Dlontal (s

GARCH g3Lent 5 3ot dolis y¥1g 510 dalii y ¥t Lt it (5) J guantt

UK Japan Canada
lag Q- Q- PAC Q-

S AC PAC Stat  Prob AC PAC Stat  Prob AC Stat  Prob

- 0.00 0.65 - - - - 1.646 0.19

1 0.008 8 0.2028 2 0.027 0.027 2.5668 0.109 0.022 0.022 8 9
0.00 0.296 0.00 - 2.567 5.770

2 5 0.005 3 0.862 1 0.001 7 0277 0.035 0.034 8 0.056
0.00 0.591 0.01 3.536 - - 5.888

3 9 0.009 8 0.898 7 0.017 8 0316 0.006 0.004 0 0.117
0.03 - 3674 0.01 - 4727 - 5.893

4 0 0.030 0 0452 9 0.018 6 0316 0.001 0.000 6 0.207
0.00 3.761 0.00 - 4990 5.893

5 5 0.004 0 0.584 9 0.010 4 0417 0.000 0.001 8 0.317
0.01 4228 0.00 - - - 7.076

6 2 0.012 3 0.646 7 0.008 5.1511 0.525 0.019 0.019 0 0314

7 0.00 0.001 4.228 0.753 - - 5244 0.630 0.012 0.011 7.564 0.373
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0 7 0.00

5

0.01 5.524 0.02

8 9 0.018 4 0.700 0
0.01 - 6.077

9 3 0.012 9 0.732 0.011

0.01 - 6.797 0.01

10 4 0.014 4 0.744 0

0.005

0.020

0.012

0.009

5 8
6.678 7.564

7 0.572 0.000 0.002 9 0477
7.077 8.015

1 0.629 0.011 0.011 4 0.533
7.394 - - 8313

8 0.688 0.009 0.009 8 0.598

Heteroskedasticity Test: Lest e asiasg

A gad G ((plidl Gld e dSiie e caist ARCH
USiie 392> g paie e pald ) paall dub 8 HLasl
Homoscedasticity lcdt old i fuladt Old pae
ST bl OLA pae Ui a9 g Abidl dus a0l Jlae
Sl 15f piall s 43 Sy Heteroscedasticity

905 dgiadl gguue po p&ai P-value aesd acs

Lol ;¥ 1y A i il (6) Jgasdt ms s

i colss P-value iad o das s coo (5 5
OBy (S ¥ sl e Les 05 dogias (5 s (s
Gl paid Al paall dub yB Jdh Gl g paall Ao 53
Doldyl gl (513 doldiyl 39> g9 jeto ¥ Zhgedll 1A Ui

Ao (e Bouds 8 yLd) oA g (o j

Heteroskedasticity Test: ARCH ¢l old ane Lot gt (6) J gasl

UK Japan Canada

F-statistic 0.202574 2.564474 1.644824

Prob. F(1,3440) 0.6527 0.1094 0.1998

Obs*R-squared 0.202680 2.564054 1.644994
Prob. Chi-

Square(1) 0.6526 0.1093 0.1996

148 9 73 gedl Ao @e oty JSuds dnlul elx ARCH
Al J 98 ((San g g gl O J g Lidlasy Lo
JUCIE FU YE-SUDN T PR PRS0 Y PE-C JUTSUR L Iy
ASLaolls g N (3l gsal il e SLod) Lo $ 05>
sl Ol e dal 0 G L TS g (Olald! Buiad!
DY 9t Jolas (Al (el g id Hew X ddodl B o
S 2 g V1 il 9o OLaT dalonl 28May S yo Yl
Ol i (o decaSe A8 My 9 OHLILAY g dudiall ASlaadl (4o
JUESAI) UNESPUI. (B PP RP-REL IS PRL R SO SSOw
Sl glaalt Hlie ¥ (peay Al (319w 0An B mgud

oD pall (31 gunl (B S () Sl il J g 82 51500

et GLS pae LG il (6) J gt s s

@8 Of Ja> 3 e Heteroskedasticity — Test
905 wgine Syuws o i cols P(Chi-Square)
o ML g poall deis 53 (yad ) (pSes ¥ 0T (as Lo
Gldn jmeado 2 g-adl 142 O (e (il Al puall dud 50
o Baaa 5,ls) o 9 Homoscedasticity (i

ZAgedl oo e ‘5)53“

AUS o e 2dSI HlCa 1 O daa My (JLIdl g
= =01 oL, Y19 Autocorrelation iaar del G Yy
Ol ace WSiie 39> 9 4Ll o Partial Correlation

Heteroskedasticity Test: Lot JMa oo bl
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e 5 y1a¥ Al Olomd yiwl Aileio g (N9l
Lo Ladeall Oila 3l g ddladl Oibe 31 2 LST dols 9 B yuall
8 (e ( reinedl Aanlie 85 9y Al Al (0 93 9
| el (e Aonaidl Olwbaudt O 1 58 Ol yglad HIAY
e 998 1l Cuwlied! S 911 (B cuwlicadl 1 a1 ALY
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- V-2 [P HN VPR g [ SRR " S WOOP [ .
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