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h=1

LOG(P
L)

TVP — AR(1) —XDMA(a =1  71.89
=0.99)

TVP — AR(1) - X DMA(a =1  50.013
=0.95)

TVP — AR(1) —XDMA(a =1 51122
=0.90)

TVP — AR(1) —XDMS(a =1 45707
=0.99)

TVP — AR(1) —XDMS(a =1  52.749
= 0.95)

MAFE MSFE MAPE FEV Bias

0.009 0.001 0.070 0.014 0.003

0.041 0.005 0.120 0.005 0.009

0.037 0.004 0.110 0.004 0.009

0.050 0.007 0.125 0.006 0.012

0.044 0.005 0.111 0.005 0.007
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22 Saleille

23 Risse & Kern

24 Drachal

6 Gupta et al.
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8 Ferreira & Palma
9 Buncic & Moretto
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TVP —AR(1) - XDMS(ax = 2 65.735 0.035 0.004 0.100 0.004 0.010

= 0.90)

TVP — AR(1) — X DMA(«a 43.649 0.048 0.006 0.127 0.006 0.010
=0.99,1=1)

TVP — AR(1) - X DMA(«a 46.563 0.044 0.005 0.145 0.005 0.015
=0.951=1)

TVP —AR(1) - XBMA(ax =2 45,195 0.046 0.006 0.122 0.006 0.011
=1)

BVAR — Minnesota - 0.308 0.211 0469 0.072 0.292
TVP — AR(1) DMA(A = 0.99) - 0.051 0.007 0.150 0.006 0.020
TVP — AR(1) DMA(A = 0.95) - 0.055 0.008 0.138 0.007 0.018

AR(1) — X OLS - 0.066 0.011 0.200 0.010 0.030
AR(1)(OLS) - 0.087 0.019 0.286 0.011 0.068
h=4
TVP — AR(1) — X DMA(ax = 4 47.290 0.041 0.005 0.112 0.005 0.010
=0.99)
TVP — AR(1) — X DMA(ax = 4 61.145 0.010 0.002 0.065 0.001 0.009
=0.95)
TVP — AR(1) - X DMA(a = 4 48.085 0.037 0.004 0.105 0.004 0.009
=0.90)
TVP — AR(1) — X DMS(ax =4 42.873 0.052 0.007 0.122 0.007 0.013
=0.99)
TVP — AR(1) — X DMS(ax = 4 49.206 0.045 0.005 0.110 0.005 0.006
= 0.95)
TVP — AR(1) - X DMS(a = 4 60.326 0.037 0.005 0.106 0.005 0.006
= 0.90)
TVP — AR(1) — X DMA(« 41.314 0.049 0.006 0.121 0.006 0.010
=0.99,1=1)
TVP — AR(1) - X DMA(« 45.035 0.044 0.005 0.127 0.005 0.014
=0.951=1)
TVP — AR(1) - X BMA(a =2 42.812 0.049 0.006 0.120 0.006 0.013
=1)

BVAR — Minnesota - 0.317 0.240 0.675 0.095 0.299
TVP — AR(1) DMA(A = 0.99) - 0.066 0.022 0.262 0.021 0.022
TVP — AR(1) DMA(A = 0.95) - 0.057 0.019 0.231 0.019 0.019

AR(1) — X OLS - 0.067 0.012 0.194 0.010 0.030
AR(1)(OLS) - 0.090 0.020 0.268 0.012 0.071
h=8
TVP — AR(1) - X DMA(a = 4 44.659 0.041 0.005 0.248 0.005 0.008
=0.99)
TVP — AR(1) — X DMA(a =4 55.878 0.040 0.005 0.263 0.005 0.005
= 0.95)
TVP — AR(1) — X DMA(a =4 45.313 0.037 0.004 0.195 0.004 0.009
=0.90)
TVP — AR(1) — X DMS(a = 4 38.997 0.052 0.007 0.340 0.007 0.006
= 0.99)
TVP — AR(1) - X DMS(a = 4 46.988 0.046 0.006 0.283 0.006 0.005
= 0.95)
TVP — AR(1) — X DMS(ax =4 40.316 0.050 0.006 0.338 0.006 0.006
=0.90)
TVP — AR(1) - X DMA(«a 41.406 0.048 0.006 0.350 0.006 0.006
=0.99,A=1)
TVP — AR(1) - X DMA(«a 44.697 0.041 0.005 0.292 0.004 0.008
=0.95,A=1)
TVP — AR(1) — X BMA(a =1 51.288 0.010 0.001 0.049 0.003 0.001
=1)
BVAR — Minnesota - 0.207 0.121 0561 0.115 0.059

TVP — AR(1) DMA(A = 0.99) - 0.061 0.087 2243 0.063 0.122
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TVP — AR(1) DMA(A = 0.95) -
AR(1) — X OLS -
AR(1)(OLS) -

0.057 0.051 1571 0.051 0.055
0.064 0.010 0551 0.010 0.023
0.090 0.020 0.632 0.012 0.068
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The Role of Time in Modeling Systematic and
Unsystematic Risks in the Capital Market
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Abstract

Traditional models do not have sufficient ability to predict the return on investor portfolio
due to changes in the external environment (systematic risk) and the internal environment
(non-systematic) and this is mainly due to the identification of the explanatory variables and
the experimental design of the model.Therefore, the present research, while explaining this
issue and in order to adjust the uncertainty problem of the model, by averaging all the
models (Bayesian averaging), has determined the effective risks on stock returns in Iran.The
present study expresses this failure in identifying explanatory variables and empirical model
design. The statistical sample of the research includes 138 listed companies in the period
1390 to 1399.In this study, 62 risks affecting stock returns in the form of 31 indicators in the
field of systematic risk and 31 non-systematic indicators were entered into nonlinear
Bayesian models with time-varying parameters.

The results show that among BMA, TVP-DMA, TVP-DMS, BVAR and OLS models, the TVP-
DMA model is the most efficient model. According to the TVP-DMA model, 10 non-fragile
risks include: systematic risks (real GDP growth rate, unofficial market currency, inflation
rate, interest rate) non-systematic risks (instantaneous ratio, liabilities, cash flows from
operations, return on equity, debt ratio, price-to-earnings ratio) as the most important risks
affecting stock returns. All the mentioned risks, except interest rate and debt ratio, have a
positive effect on stock returns.
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