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Abstract

This study aims to compare the forecasting
accuracy of risks using the GARCH models
in the presence of structural breaks, using a
dataset of the daily closing prices of the Abu
Dhabi main index (ADX) during the period
from 2015 to 2021.

The results of the out-of-sample forecast of
Value at risk (VaR 95%), confirmed the
outperform of MS-GARCH models, and
could forecast one-day ahead VaR more
accurately over the single regime GRACH in
the presence of structural break.

Keywords Abu Dhabi General Index
(ADX), Value at Risk (VaR), Structural
Breaks, GARCH; MS-GARCH.
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ades (0.05) oo i Alaaal) dadll of Laadl PPy ADF (g)laal il DA (e
ol Jais Ly Pl Aysins (ssie e Byfiue dlsall Aludi 8 diay paall ()l by
& e b ol el alall Qdsd) Nl duduls G ades (KPSS ladl L sl
DAY en B %] Aygine (ggie die (g gl
(Unit Root Tests) 3aagll jia cjlad) :(02) Jgxal)

TEST Abu Dhabi General Index 1% 5% 10%
Log Return
ADF ADF=-10.283, Lag order =
11, p-value = 0.01*** -3.9702 -3.4157 -3.129

PP Z(alpha) =-1591.1,
Truncation lag parameter = 7,
p-value = 0.01***

KPSS | KPSS Level = 0.036593, 0.2160 0.1460 0.119
Truncation lag parameter = 8,
p-value = 0.1***

%o 1 tie Asine sine S i (**¥)

R ailaa¥) daapnll 4l e aldie Wl odialill dlac) (e 1 juaal)
(Structural break unit root tests) 4l ahaliall 3aagll jeda jLid) 2.2.3
LY Uaill aaly IS Lealatind (e ael) e A8l 4y cullas) o

Al Al 8 s Bl clsall HlaeY) g 3B Y Ll V) aasgll i
o claayes LY 35S a5l Aol ) VA G Al Jae duiedll Judlull
O A (Gl Ryl ol ) Al Elill agal) Jie Al Jalse
gilall s llall Gaaagll D) ash 8 Lulsl sl s cblia) e slaeY)
D) ehal assh 13y (Alliaas A8y &8l Jsasll Jull (Misspecification)
3sas Jla b il das e B (Zivot-Andrews) las) alaiiuly A0Sl adalidl
(C) zasall & Joadl Gayill Jiie 4000 dypial)l Al Hlgaly @lldy A deda
:(Zivot & Andrews, 1992, p. 254)

Hy:ye=pu+ye1+e

k
Hl:AYt = ‘l’lc + 9CDUt(j.) + Bct + ?CDT;(A*) + d\cyt_l + 2 6]C AYt—l + ét
j=1
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i Hydaadl (il Jilae Ho lialy a5

faaly M i dsa g sangl) jda e (ggind gy e A :{y,}

) aall & Gias 8 Il el S 20 5 s Alulu s)le (C) zsalll 1 {Ay,}
rua T alal) olaiVls il aadl 3 4ad S S aladl olai) o

¢ ASsal) adadll pyli ) i :(TB)

) il sl & el ) S sy gdlly (Dummy variable) eas e : DU,
Sle 05 1 oined 35 Al darall 5y (TB) sl 3 dlaias deda JS 2 el

p Al sl

1 ift>TB

DU, =

t {O otherwise
aladl olas¥) 3 (TB) syl 8 dlaiaall LSl derall 1 aiayy jaT ey suie s DTY
P

., _(t=TB ift>TB

DT, _{ 0 if other

da.ae (Zivot & Andrews, 1992) Zagia sy plall Z35aill ((C) migail)l jass il
-(03) Jsaall 8

iy anall g GRS Y Lgiea PE 5 BC Gtiadedl (g0 US o el il il
Lsine DU, atsl) pial) dalas BC Addaall of e caladl olad¥) (he 4a 28)gall Alulis o
& osS Al sl S aay o e @iy ol st (ssie vie iall e Caliss
:2020-03-16 & 485 1304 saaliall vie (<) aall) abldl)

Lsine (s Yo iuall e AT Lsine @ Aadaall of il A e s LS
s ZA dflan) DA e el aSE (Ko eine dluls 2eall Aludes of iy Lo 585 %1
s b osay Bl Aysine i die (=5.57) dapal) dadll e Ji a5 (-20.15) sl
) aall Al IS adad 3 ga g bt Alule Silsall Alul (o

(Zivot-Andrews) 1 Sl adadl) jLad) zilii :(03) Jgaad)

Seri

k
d4 Ay, =pc+0°DU,(2) + BCt + P°DT; (A") + @y, + Z e Ay,1 + 2,
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Break | » | fi€ [ B¢ 7¢ ac
Tg | @
-
16/03/ 5.8e-04 | 4.42e-06 | -1.18e-06 | -1.32e-05 | 1.05e-01
é 2020 | 2 | (0.99) | (2.791) | (-1.523) | (-1.076) | (2.378)
< [0.320] | [0.005] | [0.127] [0.281] | [0.0175]
*kk kskok
Teststatistic: -20.1568 Critical values: 0.01=-5.57 0.05=-5.08
0.1=-4.82

pll o(t-statistic) Jici (...) Gausd o Aa8lgl) ail) (Yol Aygina (goiua ) yads (**¥)
CAdlaaYy) dedl) Jid[L] oduals

R alasy) daeyd) 480 e alae YU odinldl slae) e tdeaal)
GARCH g il a5 .3.3

- -

cosis ¢Wadl aldl ajsll Jimyd ciad ARMA-GARCH il (e apll i
Oks) & bl Aphinad Jagyd 3ia3 Yl dggeall ezl slefiulyy o g
Sy Cus BIC (AIC ilalidl julas e 3l ARMA(2.3)-GARCH(1.1) zisa
A(4) saall b Aange zsall i 3l o(GED) o UadSl alall sl a3 sl

sie Lglas) dygine il bougiall il alles gaen of S0 DA e B
(>0 all (e Ll 5Sls Lmge cplal) Aalas allas gaen o LS <0.01 Lysine g5t
Loyd aaes g Jully ca+B=0943<1 of N @yl «a>08>0
s e 23 el )i

(Al il cplall e clesall S dsea B 5 o Cialeall gsane iy LS
aluldl o € S o Al cladall F ol Jully sl ge B g
sl ISl Apall das (oaill e (bl Wl Sidine e Gilevall o g il

(leptokurtic) aysill JSs of Gy iy 2 0 B a5 % ie dysins (V) ¢ Uhal olal)

Parameters | Estimate | Std. Error | t-value Pr(>It])
arl -0.538879 | 0.038853 | —-13.8698 0.000000
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ar2 0.263001 | 0.033424 | 7.8687 0.000000
mal 0.492671 | 0.038931 | 12.6551 0.000000
ma2 -0.203335 | 0.032823 | -6.1949 0.000000
ma3 0.114750 | 0.025956 | 4.4210 0.000010
w 0.045653 | 0.013983 | 3.2650 0.001095
o 0.134851 | 0.028461 | 4.7382 0.000002
B 0.808574 | 0.037987 | 21.2855 0.000000
v 1.191989 | 0.055192 | 21.5972 0.000000
LogLikelihood : -1800.029 AIC :3,618.11 BIC:3,665.97 HQ : 3,635.92

ARMA(2.3)-GARCH(1.1)-GED gigai i gilis :(4)J sl
R dslaay) daayd) 45l e aldieWU odialll dlac) e 1 jdeaal)
Markov-Switching GARCH Model (MSGARCH) 7 isai 185 4.3
0585 38 4SS GARCH g dlas jai el o Al cilahyal) (g aaell <yl
Bauwens et al., 2010, ) oo DS Gl codl dus il cleanall Jady 3haia
S il il e fy s paall clill) Gauly cpallasy (MSGARCH) 35 o (2014
Gllall Gy MSGARCH zila (e aall it BDA ey (ARCH zisai (g
«GARCH(1.1) zis e Taldels (MLE) _aball ddgadll dila e slaeYls
Llliay¥) Glaysill alise ae «TGARCH(1.1) «GJRGARCH(1.1) (EGARCH(1.1)
gsildl xuhll apsll (ged) aladl sUadY) apis o(Std) chungin aisS dabiad)
Jis) 5 ((sged) gsld) alall oUadl) ayysill o(sstd) gsldl chingin ayys ¢(SNOrm)
alall cUad¥) a5 ai zisall sy Cum MS-GARCH-GJRGARCH(1.1) zisa
BIC 5AIC g)lra o slaicV ellys (ADX) dlulud) (il 73500 Juails (ged)
ilad adey Jag pdiall A lasiV) 3l cpallany juiie 365le mdgad i il
:(5)dsaall & dainse GIRGARCH(1.1) s GARCH(1.1) g5 (s ¢dad¥l ik
MSGARCH-GJRGARCH(1.1)-GED gigai i :(5)Jsaad)
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MSGARCH-GJR GARCH (1.1)
Regime(01) : GARCH(1.1)-GED
Coeff LO%1 o1 oz g Vg Py
Estimate | 0.0111 0.0674 - 0.8352 2.1317 0.7179
Std Error | 0.0071 0.0448 - 0.0337 0.3408 0.1364
t-value 1.572 1.504 - 24.747 6.254 5.261
Pr(>|t]) 5.78e-02 | 6.62e-02 - <le-16 | 1.99e-10 | 7.13e-08
Regime(02) : GJRGARCH (1.1)-GED
Co?ff 092 a2 022 B2 L)) P21
Estimate | 0.0560 | 0.0001 | 0.2127 | 0.8811 1.4031 0.2977
Std Error | 0.0263 | 0.0014 | 0.1048 | 0.0106 | 0.1591 0.146
t-value 2.125 | 0.0537 | 2.0295 | 83.3191 | 8.8196 2.032
Pr(>[t]) 1.6e-02 | 4.7e-01 | 2.1e-02 | <le-16 | <le-16 | 2.1e-02
Transition matrix
| 0.7179 P, 0.2821
| 0.2977 P,, 0.7023
Stable 0.5135 0.4865
proba
Expected 3.54 3.35
Duration
AIC 3590.9864
BIC 3649.505
LogL -1784.4932
R aglasy) daayd) 4a) e slaeYU odialdl slae) e @l
s aadl s

JsY) (pallaill e JSI (unconditional volatility) ks DUl chllil) s
ol b iy 0, =449 50, = 0.113 g5k (Regime(2) tll; (Regime01)
sl g salall coldall alas g G AU oy duaddial) coldiall aUas s JY) AUl

yie dsgey Wilaa] dygies J1 aladll 3 GARCH(1.1) ziselll ifjsia ayes
Qg+ By = o WS %10 (i die Aygina ed 0y q @y oLl %] Asine (g5l
Ofialral) gsane aly WS e zisall dphind hgyd o L W 09026 <1
Sl iy o(Persistence) il sgiwe e aseall sala U Lad (ag; + By)
Sl ) adsed) allall e € 5l Al o Jall eyl gl e el
(Ol e Gl paiie e derall
A,y g Apslanal) (Aullall il jal) Adaa

672 4adall 2022 s - 01 222l <09 Al



linl) sana [gpls jus ... GARCH gzilai aladialy jhall dapall Lol il

Lagey Wilaa) dyges GJRGARCH(1.1) zigaill cihaie JS AU Uil 4
O WS diine Aglud) aae Lagpd oF V) Lilasl Lgies j b 0y dddeall elinuly
(GJRGARCH) zisi 4 (Volatility Persistence) il & 4y))any) PRYOWA|
) 5laally Gl Bplaliiall gyl (8 gz dpail dpphyindd Jays Ll Jiay (5305
O Adle Ay ) s 1 ooe Anf a5 0gp +Br +Hap2/2=098755<1
e zasalll olb Jalls ISV Al e % 8.5 o el Ll LS bl b s saal)
Aldailly A5)ae J1 alatll 8 Ay Gl lesall S o ol By < Brod ) ALyl
JU Cua cmngay o Oy p Jilal) are duald Jalas (Shiferaw, 2018. P8) aull
Glaaall e 58 S L WL claaall oy L) dadll) 5 ssay e duagal) 35L3Y)
sl il e Al

e J8 Ay Pl die Rggiaa uallaill M 4 v, 5 Uy (GED) ayysill JR5 dddas
o1 Jsd 4l el dady Saay (leptokurtic) sy sl JSs of ek dua ¢« S HUail) 4 2
bl sl e &jlie JoY) lail) 8 Caasl g

calide Gu JEly @l eYlaal (Transition matrix) JWy) désias mag
Se %5 5 %l e JS xie Sl SV AUl b Uilas) dygies as Ll CNLs
i) Qi) Ly il cllil) Ala 4 el Jlial i 0.7179 of das el
& el bl e JEy) sl 0.2977 Jis <0.7023 sa salall cldall s 4
alall i) ) dmddiall el e JEY) Jlaa) Jici 0.2821 5 chuadaiall el
Ua e JEY) ddee oy dimiaid) cldall s Je €0 50 jhaay) of Jde Jay g
il VAN Jlaal of LS odeud JS8 &0 dasdiall i) Al ) salal) s
Lo sl oSGy J¥) oaellaill %49 5 %51 s il (Stable probabilities)
Ayl 3yl o) LS gl alame Acaddia) bl i o osS (ADX) Sle of i
Ahall 5 A sl cllal) JUad JU 3.35 5 cas 3.54 sa damsdiall ol Uil

el o Apaal 5.3

673 dadall 2022 (s> - 01 232l 09 alaall Ay Iyl s Ansslacal) (Adlall cilud o) Alaa



linl) sana [gpls jus ... GARCH gzilai aladialy jhall dapall Lol il

MSGARCH-  zisis ARMA(2.3)-GARCH(1.1)-GED zisi (G 43jadll
5B B G il la sl 5l Qs e i GJRGARCH(1.1)-GED
Al Aedll mmaa IS8 3l e ety oS zised e aall QUi 3 el
shals ¢lly; « (one-day ahead Value at Risk) 2Ll saals 554l (VAR 95%) lall
¢(2021-01-12 52020-09-19 (yv) 3:alie 100 LAY (back-testing) &lx laal
Cuaal 2y Cuay (rolling-window estimation) Jal (e saalie 1410 janads X
i Cpadsatl) SIS gl oo Ajlaals gl Ay Gauanl 32aLie 20 JS z3sall) ilalee
DQ lal 135 (CC) dbayydal dphaill Jlialy ¢ (UC) lagydall e dglascll sl
Arida et al., ) kil Dynamic Quantile jlaal Je w3l ) (Dynamic Quantile)

tMgall Joaall 8 lajags il (mile ((Engle, Manganelli, 2004)(2018

Jhl Al Al LAY L) il 1(6) Jgaal

ucC CcC DQ AIC BIC logL
test test test
MSGARCH - 0.083 |0.732 |3590.9 |3649.5 |-1784.4

ARMA(2.3) | 0.026 | 0.083 |0.717 |3,618.1 | 3,665.9 |-1800
-GARCH

R ailas¥) daapnll 4l e aldieWh odialill dlac) (e 1 juaal)

ARMA(2.3)-GARCH(1.1) z3saill dlagyiall ye Adaaill jlaal miln DA e
sy e (X3 os5(1) = 3.841) Jdall daall (LR, = 4.94) Lilas) jslas Ladls
@l paadl gl iy s <0.026 ) Ayslae ddlaal dagiyy %5 e 1 gyl Ay
ol Adagpdall ye dplaail) lodl 8 Lain ((iagire isailld 4y ddag il dpdaill (ad)
X5.05(1) = 3 dapall dadll o J8 LR, = 4.968 dflias) dad o) Ladld z3gal
haally ol WY1 AW duad Jai Jully 0.083 sl ddldal dedys « 3.841
dana Aoyl dphaas gl Hladll A peall dadlly il G diles (adgaill S A yial)
D gl sl (mpll Jsd &y (DQ) HLaY dwadlly %5 vie Jede cpadsalll DS

Lsine (sfme 2o Omisall 0n NS Jod My Ay ydal Al sy oY)
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o S Apkaaal) ) sl guadsedll AS oh Jsl (Sa o W I35 <0.05
oAbl lad) DA e 4umdy 5 @3 ARMA(2.3)-GARCH(1.1) zisai e litiuly
logL 1iag ,<ls BIC 5 AIC 1 2 & 43l MSGARCH zisai o ) A8l cdida il
Jiadl zigai Juails MSGARCH-GJRCHARCH(1.1) zisai albal 46 zay las
(ADX) Li5e Sl Ll
g, 4

pasinly ol gl Ayl ol Hdsall dhe LI Aade ) Auball s i
sidll A S adad dsa dla b e Uad¥) (b Guilad adey Jagpiiall SIA jlaatV) 3l
ARMA(2.3)-GARCH(1.1)~ _adsai o apliall @i cua 20215 2015 on L
I sl DA (e élldy MSGARCH-GJRGARCH(1.1)-GED 35415 GED
t A sadl) o Joasiall bl aal (adli (o ¢ phall daprad 2l moss

bl sl ehals gl (8 Seall Alulu (s AphEal) Colasl Coekl
A (Al cailgal) Alds ggine o S adad agag i ((Zivot-Andrews) LSl
eyl Allul) e Y1 e vay S ol 3pa o el ) dnmpd) e G

Lz asalll i il & ISel) adaill 5 sle )yl @l o UadY) cplil)

& b sl el dlall 8sall uld Fises Jumdl dladd e pasall Jal e
Al plealy Llais¥ls (MSGARCH (ARMA-GARCH zila (pa aaall ol
MSGARCH-; ARMA(2.3)-GARCH(1.1)-GED aisaill madis & dlalidl
Cus ((ADX) Lise Sl ol Jis ) zilall Jusdl GJRGARCH(1.1)-GED
OsSaw S Slerall S ssaa ) ARMA(2.3)-GARCH(1.1) zises i milis <yl
el WS (aill e Aaliing yaine e Lol e il clylall e S L
Ul ala Uil el MSGARCH-GJRGARCH(1.1) zisal i milu
salall il Ui Wl opail) e Lguadling Ll 8 3 sanal) 4310} pie gl diaidial)
Gsire Blall e Lpald Jobee of WS el 4 ssaall e Adle dagn ) i
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Slorall o Ll 5 DL Gloaall oy Tl Ddl A dsmg e Jas cmay
Al o JEY) dlee of gl AIEN1 YWY A ghias ¢ oyl Gl e Ll
O il ¥ laay) cadl WS (Jeud JRe0 06K dmidid) i) s ) salad) el
L gl) e Aumddial coldil) aUas 8 0sSs abs el daayed )]l el e
) s 5l il 5% (et o alieVl cndsadl G Apladl Cinany
Sa sl ehaly dlyg (one-day ahead Value At Risk) 5 sall (Out sample)
«(DQ) _laaly (CC) laal (UC) Llia) P (e zalall o 435ladlly (back-testing)
& sl alaill g3 2 3saill e MSGARCH gila dliadl e cufliaV) mils cax) dum
S0 ke Lae eV ol 33y dadaly ziladl) oda maud dum (S adid 3sag Ja
Cl i) dadai 8 ACalin
S laaD gyiall Aadal) cld LdSlll Zilall of e caluhall (el i
Judldl Ul gl Cipa i 8§55 (MSGARCH) ¢Uad¥) (pls uilad adey o i)
Jaiy L) (315u) 3 Caaad ) byl e cAialiall 2585 lasell il & L))
Ll Aadaly zrant Cun clgplagind 3 Lpulial) LS 23l 48 Jaad JSG Cilerial)
callatl) (ol Al ailadll cabian s o ST Gaellany eV Al (38,
S osolall cllEl eWls Gl Gy ) Lls Agew S5 Ajee Ul (e maays
GIA s S L asy Al Aadgial sad) dipe e WSS Ll ) AELaYl daisi)
5 liS (o L) Ly oLl oy g b 2oy oS (olaS galanind Lyaaly Al aas
ALl 3o Ll (et Al claseall s il sl e 300,
szl 4ails .5
— Abounoori, Esmaiel & Elmi, Zahra (Mila) & Nademi, Younes, 2016.
Forecasting Tehran stock exchange volatility; Markov switching GARCH
approach, Physica A: Statistical Mechanics and its Applications, vol.
445(C), pages 264-282. https://doi.org/10.1016/j.physa.2015.10.024 .
— Ardia, D. Bluteau, K. Boudt, K. Catania, L. (2018). Forecasting risk with
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Markov-switching GARCH models: A large—scale performance study.
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http://doi.org/10.1016/j.ijfforecast.2018.05.004
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Columbia. doi: 10.22004/ag.econ.275991

— Zivot, E., Andrews, D. (1992, Jul). Further Evidence on the Great Crash,
the Oil-Price Shock, and the Unit-Root Hypothesis. Journal of Business &
Economic Statistics, 10(3), 251-270. https://doi.org/10.2307/1391541

678 daiall 2022 (s> - 01 232l 09 alaall Ay Iyl s Adnsslacal) (Adlall cilud jal) Alaa


doi:%2010.1198/073500104000000370
https://doi.org/10.1093/jjfinec/nbh020
https://doi.org/10.1016/j.resourpol.2019.101497
doi:%2010.22004/ag.econ.275991
https://doi.org/10.2307/1391541

