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| nvestigating the Influence of World
Price of Gold and Oil on the Tehran Stock
Exchange Index: M odelling and Forecasting

Saeed Samadi (Ph.D.), Zohreh Shirani Fakhr (M.Sc.) and
Mahtab Davarzadeh (M.Sc.) *

Abstract:

Stock market is an official market where the stocks exchange
under the specia regulations and naturally there are severa factors
which interfere in the forming of information, the view of
investors and in the stock index of firms. Some of these factors are
domestic and the others are results of the condition of outside
variable of domestic economic bound. In this regard, world price
of oil as a robust exogenous variable, affects on several economic
variable like stock exchange index. On the other hand, world price
of gold, also, as a very important variable defines severa
international monetary and financial changes.(Despite the fact that
this role decreases during the time). In this paper we have assessed
an influence of the world price index of gold and the world price
index of oil on the Tehran stock exchange index by using monthly
data from 1/1997 to 12/2006 within a framework of a GARCH
model. In this model we identify and choose suitable procedure for
forecasting dependent variable. Then, we apply a procedure of
checking predictive quality of econometric models as proposed by
Fair and Shiller (1990) for investigating the impact of world price
index of gold and the world price index of oil on the Tehran stock
exchange index. We have found that the world price index of gold
has relatively more robust impact than the world price index of oil
on the Tehran stock exchange index.

JEL classification: G22, GO

Keywords: Tehran stock exchange index, ARCH and GARCH
models, forecasting, world price index of gold, world price index
of ol

* Assistant Professor and graduates of economics, respectively-1sfahan
University, Iran.
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Dependent Variable: C
Method: ML - ARCH
Sample(adjusted): 1997:02 2006:12
Included observations: 119 after adjusting endpoints
Convergence achieved after 42 iterations
Coefficient Std. Error z-Statistic Prob.
DLT 8.809826 2.387931 3.689314 0.0002
Variance Equation
C 0.486340 0.687131 0.707783 0.4791
ARCH(1) 0.616962 0.679289 0.908246 0.3637
GARCH(1) -0.146403 0.733051 -0.199717 0.8417
Mean dependent var 1.000000{ S.D. dependent var 0.000000
S.E. of regression 0.965870| Akaike info criterion 2.753983
Sum squared resid 107.2841| Schwarz criterion 2.847399
Log likelihood -159.8620| Durbin-Watson stat 0.121458

ol sl s pals b Sl cad (a3 Ls il Joo 351212 Jgur

Dependent Variable: DLT

Method: Least Squares

Sampl e(adjusted): 1997:03 2006:12

Included observations: 118 after adjusting endpoints

Variable Coefficient Std. Error t-Statistic Prob.

C 0.126213 0.019286 6.544349 0.0000

DLG(-1) 0.011867 0.087804 2.135153 0.0027
GARCHO02 -0.119560 0.020193 -5.921018 0.0000
R-squared 0.234214| Mean dependent var 0.013858
Adjusted R-squared 0.220896| S.D. dependent var 0.040381
S.E. of regression 0.035643| Akaikeinfo criterion -3.805433
Sum sgquared resid 0.146099| Schwarz criterion -3.734992
Log likelihood 227.5206| F-datistic 17.58623
Durbin-Watson stat 1.772980| Prob(F-satistic) 0.000000

DLT= -/r\y + «/-\WxDLG@-Y) - -/Y\ xGARCH- ¥
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Dependent Variable: DLT

Method: Least Squares

Date: 04/16/07 Time: 15:20

Sampl e(adjusted): 1997:03 2006:12

Included observations: 118 after adjusting endpoints

Variable Coefficient Std. Error t-Statistic Prob.

C 0.126311 0.019255 6.559858 0.0000
DLO(-1) 0.007334 0.035450 3.206896 0.0365
GARCHO02 -0.119665 0.020179 -5.930257 0.0000
R-sguared 0.234377 Mean dependent var 0.013858
Adjusted R-squared 0.221062 S.D. dependent var 0.040381
S.E. of regression 0.035639 Akaikeinfo criterion -3.805647
Sum squared resid 0.146067 Schwarz criterion -3.735206
Log likelihood 227.5332 F-gatistic 17.60225
Durbin-Watson stat 1.771069 Prob(F-statigtic) 0.000000

DLT = -/\y + «/--yxDLO¢Y) - -/vYy xGARCH .-y

(12) sabal, 5,51 mbs 4 Jgum

Dependent Variable: DLDT

Method: Least Squares

Sample(adjusted): 1997:03 2006:12

Included observations: 118 after adjusting endpoints

Variable Coefficient Std. Error t-Statistic Prob.

C 0.000154 0.003172 0.048446 0.9614

TG 1.318145 4.249071 0.310220 0.7570

TO -0.676205 4.261973 -0.158660 0.8742

R-squared 0.186738| Mean dependent var 0.000429
Adjusted R-squared 0.172594| S.D. dependent var 0.037879
S.E. of regression 0.034455| Akaikeinfo criterion -3.873229
Sum sgquared resid 0.136522| Schwarz criterion -3.802788
Log likelihood 231.5205| F-datistic 13.20289
Durbin-Watson stat 2.118478| Prob(F-gatistic) 0.000007

DLDT = +/---\0 + YIMAXTG - /sy xTO

U

Tgt' Tt-l:TG 9

t-1

U
t 1Tot- Tt1=TO
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Dependent Variable: DLT

Method: Least Squares

Sample(adjusted): 1997:02 2006:12

Included observations: 119 after adjusting endpoints

Variable Coefficient Std. Error t-Statistic| Prob.

C 0.132517 0.022713 5.834395 0.0000

G(-1) -0.000179 0.000742 -0.241700 0.8094

O(-1) -0.000119 0.000508 -0.234153 0.8153

GARCHO02 -0.116091 0.020623 -5.629118 0.0000
R-squared 0.243686| Mean dependent var 0.013515
Adjusted R-squared 0.223956| S.D. dependent var 0.040383
S.E. of regression 0.035575| Akaikeinfo criterion -3.801322
Sum squared resid 0.145540| Schwarz criterion -3.707906
Log likelihood 230.1787| F-gatistic 12.35107
Durbin-Watson stat 1.747506| Prob(F-tatistic) 0.000000

DLT = -hv - /e A YXG-Y) = +f++ Ay XO-Y) - /Y Yy xGARCH- Y




