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O ABSTRACT O

This paper aims to check whether the index (DWX) of Damascus Stock Exchange
(DSE) is characterized by some of the stylized facts of most of the international and Arab
stock markets, as: Volatility Clustering, Reversion to the Mean, and the Leverage Effect.
The GARCH and EGARCH models were applied using the returns series of DWX for a
period from 31/12/2009 till 16/4/2013.

The findings showed that DSE is characterized by: 1) Volatility Clustering, meaning
that large volatility today will be followed by large volatility tomorrow, 2) Leverage
Effect, meaning that volatility tends to rise more after a negative shock that a positive one,
3) But the DWX is not characterized by the reversion to the mean process, due the
explosive volatility of the index.

Keywords: Returns, Risk, Volatility, Damascus Stock Exchange Index, Volatility
Clustering, Leverage Effect.
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! ARCH: Autoregressive Conditional Heteroskedasticity
2. GARCH: Generalized Autoregressive Conditional Heteroskedasticity.
* . EGARCH: Exponential Generalized Autoregressive Conditional Heteroskedasticity.
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Dependent Variable: R
Method: ML - ARCH (Marquardt) - Normal distribution
Sample (adjusted): 1/04/2010 4/16/2013
Included observations: 567 after adjustments
GARCH = C(2) + C(3)*RESID(-1)"2 + C(4)*GARCH(-1)

Variable Coefficient Std. Error z-Statistic Prob.

C -0.076096 0.011869 -6.411184 0.0000

Variance Equation

C 0.000684 0.000414 1.652698 0.0984
RESID(-1)"2 0.255056 0.030857 8.265852 0.0000
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Dependent Variable: R
Method: ML - ARCH (Marquardt) - Normal distribution
Sample (adjusted): 1/04/2010 4/16/2013
Included observations: 567 after adjustments
LOG(GARCH) = C(2) + C(3)*ABS(RESID(-1)/@SQRT(GARCH(-1))) + C(4)
*RESID(-1)/@SQRT(GARCH(-1)) + C(5)*LOG(GARCH(-1))

Variable Coefficient Std. Error z-Statistic Prob.

C -0.080612 0.012451 -6.474117 0.0000

Variance Equation

(2) -0.439045 0.033600 -13.06687 0.0000
(3) 0.508162 0.049179 10.33295 0.0000
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