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Modeling Stock Price Index Forecasting under Different Levels of
Uncertainty
Hybrid TVP-DMA&MSEGARCH Approaches
Fatemeh Sadeghzadeh!'
Zohreh Hajiha?
Ali Baghani®

Ali Najafi Moghadam*
Abstract
Accurate forecasting of stock market indices is crucial for investors, financial
analysts, and policymakers. The stock market is a complex and dynamic system
influenced by numerous factors, making accurate prediction a challenging task.
While traditional models have been widely used, their ability to capture the complex,
non-linear, and time-varying dynamics of stock market behavior is often limited.
The aim of the present study is to model the prediction of stock price fluctuations at
different levels of uncertainty. The research method is applied. The research period
is 2011-2023. The research population is Tehran Stock Exchange companies. 171
companies were selected as a sample. GARCH families were used to extract
fluctuations. The results showed that ARIMA-MSEGARCH in the t-distribution
mode has higher accuracy than other approaches to extract fluctuations. To identify
the most important factors affecting fluctuations; Bayesian, dynamic, selective and
weighted averaging models were used. Based on the results of dynamic averaging,
it had the highest accuracy. Based on the results of the dynamic averaging approach,
21 variables were identified as the most important causes of fluctuations among 136
variables affecting stock price fluctuations. The earnings-to-price ratio was
identified as the most important factor in stock price fluctuations. The dominant
regime in stock price fluctuations was determined to be the regime with high
fluctuations; in such a way that the effect of the selected variables on stock price
fluctuations; In this regime (high volatility regime) it was evaluated stronger. The
overall result of the research indicates the existence of nonlinear nature of stock
price fluctuations and its increasing trend over time.
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