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Abstract

Importance of risk and uncertainty in financial markets became more
apparent after financial crisis in y..v. Volatility is the most important

measure of risk in financia markets. Thus, modeling volatility of financial
markets is one of the important issues in finance and economics. In this
paper first we tried to specify key features of volatility of daily returns of
Tehran stock exchange price index (TEPIX) and then using these features,
we modeled volatility of thisindex.

We found that this index is fat-tailed distributed and mean- reverting.
Furthermore, we showed that there is no leverage effect, so using of TARCH
and EGARCH models are not convenient. Finally, we found that AR(Y)-

GARCH(1,)) Model can capture features of datain the best way.

Key words: Volatlity, GARCH models, Stock return, Mean Reverting,
Persistence, Leverage effect
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