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Predictability testing of the Casablanca Stock exchange returns (2007-2011)
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Abstract: The study aims to test whether the Casablanca Stock exchange returns are independent
and identically distributed (i.id.). We use ARIMA(1,1,0)-GARCH(1,1) model to test the
forecastability of stock exchange returns series. The empirical study focuses on the logarithmic
series of daily Moroccan stock exchange series covering a historical period from 2007 to 2011. We
have found that the proposed model is better than the random walk model in terms of predictive
quality, and the Casablanca Stock exchange returns is predictable for short-term and the price
movements appear as a result of transitory exogenous shock, therefore the weak efficiency
assumption of financial markets seems violated.

Keywords: Casablanca Stock Exchange, Weak efficiency, random walk, autocorrelation test,
GARCH.
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20 0089 0.091 78079 0.000
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rNulI Hypathesis: D{M) has a unit root
Exogenous: Constant
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Box—Jenkins - Estimation by L3IGauss-Newton
cConvergence in 2 Iterations. Final criterion was 0.0000000 <= 0O.0000100
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tMethod: ML - 2ARCH Marguardth - SGeneralized error distribution (SEDD

Date: 092512 Time: 16:01

Sarmple adjusted): 3 827
INncluded observations: 825 after adjustmeaents
Converdgence achieved after 21 iterations

Fresarmple variance: backcast (pararmeter = 0.7
SARCH = 2 + CEETRESIDE1)MNE + ClA)TSARCH- 1)
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Sample: 3 827
Included observations: 824

Q-statistic probabilities adjusted for 1 ARMA termis)
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