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Abstract:

This study aims to forecast exchange rates in light of two key
challenges: long memory and time-varying parameters. To achieve
this objective, four statistical models were applied to the daily
exchange rate data of the US dollar against the Egyptian pound during
the period from 2020 to 2024

1. ARIMA model, which relies on first-order differencing to
stationaries the time series.

2. ARFIMA model, which assumes a constant long memory
parameter.

3. GAS model, which addresses the issue of time-varying
volatility.

4. The proposed model in this study, Rolling ARFIMA, which
allows the long memory parameter to vary over time using
rolling windows.

The Rolling ARFIMA model demonstrated the best forecasting
performance in the long-term horizon (90 observations), due to its
ability to capture dynamic changes in the long-memory parameter. In
contrast, the GAS model showed high accuracy in the short term (60
observations), but its performance declined significantly with longer
forecast horizons. The ARIMA model performed reasonably well in
the short term but was unsuitable for data with changing volatility.
The ARFIMA model recorded the weakest performance, as its
assumption of a constant long-memory parameter did not align with
the volatile nature of the data. The results highlight the superiority of
models with time-varying parameters over traditional fixed-
parameter models.

Keywords:
Exchange Rates- Long Memory — Time-Varying Parameters- Rolling
ARFIMA
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Bshd JS 3 el i sale ) K5y g (dagaill
ailly 5aiill A< jaciall B3 (e aleiall g3 gail) aladiind 35k (o ) aps -
3380 JS Jah ¢a¥) apiil RMSE Jie Uaddl L (il 5 4000
<l shall ) Sy ad8Y) Cada g Baaa dad A8laly Al s3I Gl e -0
ALl
Zigal aladiuly Gl aa 3 adall Alyghall 5 SIA) dalea palS Y-V
:Rolling ARFIMA
s aal) ¢ ghad
BALE gl 53 ghtall adl) Aallea g dgie ) Aduadis JS5 e Lt g il alae ) )
ARFIMA(p,d,q) g3 se pallaad ypaas .Y
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JAla Gllall Jalat 23 4aia 3 838U ana 33a3 (3 yha e A jatial) 32U aaas Y
A el Jaadia JS5 3380 S
8386 JSI g paws - ¢
_E‘)M\h\ﬂ\(&»‘) -0
Aadait) A ) -A
Sa VY Sl Jl e A sl bl aladiuly g eaal) dgall Jilie S 5eY)
.e*'*i PERNIN
: Data ldentification <t e G i) A
oo ALl ol il gl o dgie ) Alda o Jalat 8 A oY) 5 shadl)
(bl a5l padlall jedai LeaY Jlacll 8 dala 5 Al 3 9o a5 (e 3l
Aial) Qi S5 5 Y sall da gl Cogeall el Al Sl s )l L i
’(EY~Yi-eY~Y~):\JAAJJ\$)3ﬂ‘u9«ﬂJJ}L§}4AS\

Exchange Rate

T T T
2020 2022 2024

i) Aded Alal) ad gil) (V-A) Je&

Jlie Sy 5eY1 Y sall dpa gl G yeall Hlasd ) shai bl ans Il (e JaaDl
Aulid) o JSall e daaMig Yo Y ale Y0¥ ale (s il A (5 jeaall 40l
Aaga ailiad Samy and Ayia 3l

:((High Frequency data) 22l ale Uil dapla -)

SPSSGAL\)J&\JAJM\JM\Hjjgw\gﬁﬂ‘&l‘gngum‘a&&d‘}saéj‘es\
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sl Jsa Jualdill e Jlo (5 sia 85 Laa (daa s Dby e 4 dludul)
Aty i e Aaliie )y 5 Aaal 5 ASpaliny (eSiny 5 e pual) land
_'6)..3.\45

%\.@_’1&;\‘~*~ (e b yadl) JN\AI&AQAQ\)SLL@_)LJ\)SSM\Q\)ESJP} -Y
ale o dylay Jlans¥1 3 4Ee ) yida fa o ¢ e Ly Alulid) i (Y 4 Y )
3 ALl laaly ddasi ye Alulid) 8 43S <l il ) i le g5 Y0 YY
B Al il 1 )8

ALl () Y4 YY ale sy 1 (Heteroskedasticity) osball ) i axe Y
G sala GLlE asa s ) pdh L say ¢ (Volatility)d e G jelas
Ol e ladaall s rand g 3lad aladiud ) Aalall ae s Laa o3 sadl

(Long Memory) alighs SIdagm g Je &l pise -¢
dea g A Sy Les ccilorcall day de pun dasgidl ) aeai Y ALl
AL Sl 8 a0l den a5 AL hall 3 SIAN duala

ULl iea sl slan ) il dalal) R geali s jie b Lasd

Talilall Al slaa¥) (Y-A) Jgaa

Descriptive Statistics

Exchange Rate

Valid 1705
N Missing 0
Minimum 15.5964
Maximum 49,5743
Mean 23.57
Median 18.44
Std. Deviation 10.24
Skewness 1.24
Kurtosis 3.51
Jarque-Bera 231.22
P-Value 0.000000

Rl cila 3T
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S5 e sl alad (Jarque-Bera) Wiy (P-Value) Adlaiay!) el
&)l @t S () paadl (i 3 () g UL 5 ¢(0.05) A siall (5 siasa (1 JBI
el a5 sl i Y Capaal) Sl dta 3l ALl by o) ey 13 5 o pazlal
AL i 31 Gl alaa 4y Coa e f3a
scalilaad) Ag ) et &l JLad) Yo A
Ban gl yda Ll @il (Y-A) Jgaa

Unit Root Test Test Statistic p-value Alternative
hypothesis

(ADF) -1.7111 0.7006 stationary

PP -6.2428 0.7615 Stationary

e S ADF JLisY (P-VALUE = 0.7006) 4ad o) Jsaall (e gl

2 A5 Ban gy dga g edall a jdll J g iy 138 5 (0.05) 4y staall (5 sie

P-VALUE =) s PP liial dagii Loayl 03S) Le 138 5 ccbild) 4y ) il axe
.(0.05) & sixall (5 siuss (30 »S) (0.7006

ARIMA 7 3sai alaiialy jaiil) ¥-A

Actual vs Forecasted Exchange Rate (60 Observations)

ARIMA(0,1,0)
49.5
Actual
== Forecast (ARIMA(0,1,0))

49.0
2
S 485
@
2
2
i 48.0

L B e e

1645 1655 1665 1675 1685 1695 1705

Z3 s aladiuly L Listall 5 4dadll Copeaall lad G 40 )lia (Y-A) JS
salie Tv AY ARIMA(0,1,0)

Aalod) Lgingd Al Adal) ol Lalsll 8 Jdd 73 gaill G anjl (e oy
ULl 8 daladll ) juadl) ae 488) gia jae o A0 4 ol 5aitl) CulS Cua cdgia
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Ul Ao g A1 Jala N1 Al (Y-A) Jsé
O (s adl s (AN Bl yY1 g G pall e Alalid Sl syl DA (e aaDl
AL ghall 5 S clilaat fae gl @ jraally Gaat o peall e il Al

dilany) &) JLEAY) aladi oLl

1Al gh 3 SI3 a2 g (e (383 (Hurst) Julaa JLE3) o

ssa (RIS and Theoretical Hurst exponent) ol_will aladiuly H 4ed
Lea 1 (e 5 0.5 e ST il o345 o I sill e (0.5381431¢0.8772277)
A ALl e AL () 5 e yeall jlaad Alid AL ghal) 5 SIMI Auald dga g X
A (gl aladialy Al (S S
. ARFIMA 73 gai Uil ) 5 51adS o 4Ly phall 3 SIAN dalas 50085 o3y
:(d) A shall 3 SIA) dalaa pafi 0-A

o 2aiali 3 pdle je (3 kg5 pile (3 ks 0 Aaleall HaE a jatd Gl Lasd
Hurst Jalzs
(d) A shal) 3 SIA) daaa yaks 3k (Y-A) Jgaa
ADF Test o s H dad 48, )
P-value
0.01 1.038411 - (GPH)
0.01 1.07048 - (dSperio)
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0.01 0.49986 (Fracdiff)

0.01 0.3772277 0.8772277 R/S

0.99 0.5 0 (EHE)
0.6216 | 0.03581431 0.5381431 (THE)

Fracdiff 4d k aladiuly 5 pusll (3 4l dad () S5 A8Ll) (3 Hall il e alaie YU
(HYYVYYVY) (5 i RIS 3 sk pladinly s ¢(0.49986)cs 5w
: 5580 (A ARFIMA gisad aladdud 1-A

Forecast using ARFIMA (0.0.499,5)

495}
9.3 — Actual
==+ Forecast

Exchange Rate

Date
ARFIMA g3sai &5l b e Ldadl) o) 45 8 (¥-A) J2

Llal) a8l (s dnal 93 g ellin Gl Ay i) ail) e Apledl) all) &5 e (e ey
Blasl jedal daledll bl () aa 3 <l san Glail a8 g5 3 sl (f G (da giall
(el olai¥) (e Cpnd ¥ zdsatl) o e 138 5 G 1) i) & Gac L
o Dse e Sl Clabaall 5as Gl s €lld 5 A 1) Al
Gl e B puiiial) clalrall (e (gBaG & LA VA
Aalrall Hd jaliae aalS laall axe ol jldl) Gamy L Lad

i) et Aol Aadd) ade il JLAA) (lamy il (£-0) Jgaa
\-Tsay's Test for nonlinearity: Reject null
Null hypothesis: The time series follows some AR

process

Alternative hypothesis: The time series follows some

TAR process
F-stat = 4.026197

p-value = 0.04503779
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Y-McLeod-L.i test: Reject null
Null hypothesis: The time series follows some

ARIMA process Maximum p-
value =0
¥-Keenan's one-degree test for nonlinearity: Reject null
Null hypothesis: The time series follows some AR
process
F-stat = 3.981231 p-value = 0.04625077
¢-RESET test: Reject null

Null hypothesis: There is linearity in the model
RESET =492.36, dfl = 2, df2 = 1656, p-value < 2.2e-
16

5-Teraesvirta Neural Network Test Reject null
Null hypothesis: Linearity in "mean”

X-squared = 6.6079, df =2, p-value =0.03674

oAl (b ) Lal canagll olad¥ RESET Ll & Caagly «cdpall
) pa B paaie Slalaall Jaag @lld g eaall

":GAS gisal aladialy il A-A

One-step-ahead forecast

49.5 -
—— Exchange Rate ;;L;)EOZ gclifjuuen

—— Realised Exchange Rate: Exchange Rate MAE =0.1019
49.0- —— Forecast Exchange Rate

\

48.5 -

MAPE =0.2110
MASE=22033

48.0 -

1645 1655 1665 1675 1685 1695 1705

daladl) 28l ae GAS-Student t (1,1) i sall dysdil adl) 4 ,8a (£-1) JS&
BaaLdia Mo i 38Y

Time series Lab gl plaaiuls ™
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dadin Sl a5 Y g il & 2 gaill s el (el Les s s JS0 8 el

ol iyl 3 sail) AaDla o Ju Lae fnd i

daliiine saaldia 9 22al Ol 5l 0 G GAS zagad 4l die (S

Teode Qg ae 45 laally Al A8 A aal 5 das ol (Ul 500 (38)
Laphll ) aal il 18 gy Jul) JSEI A mage sa LS Baalie
Lae cda¥) 5 jpadll CLlEll lef da joy comind Al 23 gaill 4S04l
&M\&M)MJBHQ\MMLJJS\M

One-step-ahead forecast

50.0 -

47.5-

45.0 -

42.5-

40.0 -

37.5 -

35.0 -

32.5-

—— Exchange Rate
—— Realised Exchange Rate: Exchange Rate
—— Forecast Exchange Rate

1615 1630 1645

1660

O™ -

1675 1690 1705

4ladl) 4l ;e GAS-Student t (1,1) sl Aysuiil) addll 45 jlia (0-A) JS&

daaldia

Ul gAY

Ja Las g Ll gl g A iialdl all (g 1 50 81 o) llin ) s )1 (e ey

el 38 138 8 3 gaill A8y Ciea e

:Rolling ARFIMA 7 sitall 73 gaill aladialy i) 4-A

Rolling ARFIMA d Parameter Over Time

0.49962

0.49960

d Parameter

0.49958

0.49956

J

Jul

Aug Sep
Date

Cra ) g B pdiall d dalaall add (V-A) JS

20



zisad o Akl 3 SIAIL Aalall d dales &t el JSAN 138 i s
Aia 1) ALl Gailiad o iad ddagead) &) sl 5 ¢ ) ae Rolling ARFIMA
138 5 ¢+,0 ey d ad 5. (ROIING) el 3 il Liasiial gl il (5 ol

L i OS5 Al sl s 913 g il of e Jy
:Rolling ARFIMA zisai aladiuly sl As ja o

Actual vs Rolling ARFIMA Forecast

Actual Data
49.0 Rolling ARFIMA

48.5

47 .0

EXxcnange Rate

47.5

47.0
Jun 2024 Jul 2024 Aug 2024 Sep 20z
Date

Rolling ARFIMA i sal &5 e 4dadl) ol 43 8a (V-A) JS&

Rolling zis <ilgiy copall jaud dladll adll G 45 jlae JSE (i pmy
a3y ae AS Al alall slad¥) aiy zasadl) of ddaadle ¢Sy ARFIMA
D8 za el o ) el 138 Baladl LB die dala ol ) any & il
e S5 Clalrall Cupaal e iy 5 ¢dgie 3 Abudll  Spalipall & gLl Jias e
AL shall 5 SIA a5 Jla 8 il A8 ) hay Laa AS jaiall 300 5all JA
;GSLA.U\ O a.'u&a.“ VoA

ARIMA, GAS _aisai ¢ diyliall sl

Actual vs Forecast (ARIMA & GAS)

Date

ARIMA,GAS 2 isai i ga dulail) aul) Aijlia (A-A) S
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IS ALl el o gLl S (0 (845 GAS g e O sl (10 ealy
73 sty 43 jlae ol yidl) alhna 8 Adadll 2l (e yuS (S 40 5 G 58I Cua (30
i) 8 Gl 3 a5 vie dala Ll 5 Wl sl ekl GAIARIMA
Gl b il e ) ps Jalal) e GAS 3 sai 5508 Al 38 (oSl
o yall sl AaS o) LI anii Gl 8 3:US ST aleny Laa dgia )
ARFIMA, Rolling ARFIMA O 4l ;L

Actual vs ARFIMA vs Rolling ARFIMA Forecast

Buy Rate

AAAAAA

ARFIMA, Rolling (/23 gad <5 aa ddadl) addl) 45 J8a (A-A) JS&
ARFIMA

aiil) A8y julaa Adjlaa (0-A) Jgi

FUTTN culd ) ik bty 58I Adalaa | 5_SIA) dalea
dalaal) AN Al ghll | 5uia AL ghl)
z kil ARIMA GAS GAS ARFIMA Rolling

ARFIMA

il g8l 5aALda % v g ) BaaLda 9+ 5l

MAE 0.848 0.1019 14.50 26.20038 0.3522
RMSE 0.993 0.1444 14.52 26.2 0.395
MAPE 1.74 0.2110 3.104 53.798 0.7224

Sl gill g gilidll-q
kil oda atiady dulyall oda 8 Ll Juagill a3 ) bl aal b Lag

a5 3ad g bt B g O (S (A A Bl g Aleal) s i) (g0 e ganay
Al il 3l 8 o yual

;@uﬂ\ e&\
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Ll A88al) dadaill 8 43l a5 Lai ¢l 8L auti Al Y] 8 dasd Gl
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ARFIMA gisai
A 30 ALl Gailiad ) il die dald gl 8 Y sie 3ol gl
LSl ol sl e Jaliacll 840 5 pa Ji ) ¢l g 088} & ddabowy Saay
il cldad)
(s AY el 4 jlie Gaws e b culS ( MAE s RMSE Jie) 48401 julae
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Rolling ARFIMA g sai

ST alaas Lae ¢3S jaia 3l 53 e 2 gail) yaisale) IS (e 581405 5e U
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2N ARFIMA - 48e 3l 482 8 aal 5 Gt el
Omand 8 bl Lae a3l e 3 paiall Al ghall 5,810 Laladl) e 17508 o\S
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Cla ity el Claasll e 2w oS AL ) 6 g b

A il 3Ll A8y 3y e g Jlaall 138y i il e ) A diienal

:(Hybrid Models) 4 gitai yghi ()

Generalized Autoregressive s (m ganl O ol Al pall iy 5
Dby sl &8y e 5 5m Rolling ARFIMA z3s«i5 Score (GAS)
3 SIA ailiad s Al e il s Al cllall Jb 6 lapsY o puall

(el g B paciall ALy shall
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