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ABSTRACT

Pricing fairness is one of the most important features and indicators of
healthy and successes full stock markets. At the absence of pricing
fairness, there would be a biased chance of some investors earning profits

not available for other investors.

This research aims at finding out, how much share prices at the Palestine
Securities Exchange Market (PSEM) are responding to information
published by stocks shareholders companies. It also, aims at measuring
pricing fairness of shares exchanged at the PSEM at the first fairness

check level.

The study comes in six chapters. Chapter one contains the research
problem, methodology, assumptions, objectives, and literature review.
While, chapter two describes what are and what for stock markets.
Chapter three defines pricing fairness. Chapter four gives a history and
state of the PSEM. Chapter five analysis shares pricing data inorder to
check for the assumption of pricing fairness. At the end, comes chapter

six with the results and recommendations.

The research locates out several significant results. One of the most
important findings of the research is the unfairness of the PSEM at the

first fairness checking level.

Likewise, the  research  recommended several  important
recommendations. Mainly, the significance of achieving full transparency
of published information on stocks by stock shareholders companies.
Moreover, the research recommended that the PSEM should improve its

information and communication systems.
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2005 2004
(Run Test)
2004
( Linear
(

(7)

I

1 23 45 67 89 111 133 155 177

12 34 56 78 100

( )

122 144 166 188

(16)

(8)

(16)
©)

0.05

Trend)

2005

Linear Trend)



(16)
2005 2004
( Linear Trend) (10)

.2004

(16)
2005 2004 2005 2004

0.000 8 209 105 104 278.65 2004 1
13.521
0000 9263~ 6 104 52 52 69353 2005 2

0.000 - 8 209 105 104 278.65 2004 3
13.521 2005
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2004

300
280+
260+
240+
2204
200+

180«
160

1.00 13.00 2500 37.00 49.00 61.00 73.00 85.00 97.00
7.00 19.00 31.00 4300 55.00 67.00 79.00 91.00 103.00

©)
2005

1400

1200+

10001

800+

600 o

400+

200
106 118 130 142 154 166 178 190 202
112 124 136 148 160 172 184 196 208
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2005 2004

1400

1200 o

1000 o

800 +

6001

400 +

2001

12 34 56 78 100 122 144 166 188

( )
)
(
-1
2004
ACF
PACF (Partial (Autocorrelation  Function)
(11¢12) Autocorrelation Function



PACF ACF

PACF ACF

(11)
2004 ACF

1.0 O Coefficient
Upper Confidence

Lower Confidence

_ Limit
0.5-{ M

CF
|
"

0.0

-0.5

T T T T T T T T T T T T T T T T
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(12)

2004 PACF
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ol
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Autoregressive

(AR(D))

Auto-Regressive Integrated Moving Average Model( ARIMA)

.1970 Box and Jenkins

AR

t=1,2,....m
ARIMA (1, 0, 0)

Iteration History:

Iteration Adj. Sum of Squares

1 -05788036

2 -05786965
Conclusion of estimation phase.

X,=aX,_,+C+e

X
t=1,2,....,m
ra
: C
D8
SPSS

Marquardt Constant
.00100000
.00010000

Estimation terminated at iteration number 3 because:
Sum of squares decreased by less than .001 percent.

FINAL PARAMETERS:
Number of residuals 105

Standard error .02345936
Log likelihood 244 94679
AlC -485.89359
SBC -480.58566

Analysis of Variance:
DF Adj. Sum of Squares

Residuals 103 .05786915
Variables in the Model:
B SEB T-RATIO
AR1 .9412110 -03730741  25.228524
CONSTANT 1.5627117 -03409008 45.840653
Covariance Matrix:
AR1
AR1 -00139184
Correlation Matrix: AR1
AR1 1.0000000
Regressor Covariance Matrix:
CONSTANT
CONSTANT .00116213
Regressor Correlation Matrix:
CONSTANT
CONSTANT 1.0000000
The following new variables are being created:
Name Label
FIT_3 Fit for average from ARIMA, MOD_4 CON

Residual Variance

-00055034

APPROX. PROB.
.0000000
-0000000



ERR_3
LCL_3
ucL_3
SEP_3

Error for average from ARIMA, MOD_4 CON
95% LCL for average from ARIMA, MOD_4 CON
95% UCL for average from ARIMA, MOD_4 CON
SE of fit for average from ARIMA, MOD_4 CON

AR(1)

X, =0.941211X,,+1.5627117

Residuals

(Auto correlated
ACF %95

PACF



Partial ACF

(13)
ACF

Error for average from ARIMA, MOD_5 CON

1.0 O Coefficient
Upper Confidence
Limit
Lower Confidence
Limit
0.5
I('_L) 0.0 — |_|l_| | —_— |—|,—I|_"_',_|
< |_| L] [}
0.5
-1.0-]
T 1 T 1T T T T T T T T T T T T 1T
1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16
Lag Number
(14)
PACF
Error for average from ARIMA, MOD_5 CON
1.0 O cCoefficient
Upper Confidence
Limit
Lower Confidence
Limit
0.5
0.0 —/ |_| '_||_.'_”_|
- '—'|_| O O O[]
-0.5
-1.0

11T 1T 1T 1T 17T 1T 1T T T T T T TT
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PACF ACF

105

: (14)

(15)
AR(1)

2004

_____ Fitfor average from

1.80000— ARIMA, MOD_5 CON
COMPUTE

____ AVERAGE = MEAN
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” (COMPUTE)

i 95% LCL for
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ARIMA, MOD_10

CON

95% UCL for
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ARIMA, MOD_10

CON
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2005

ACF
PACF (Partial (Autocorrelation Function)

(15¢16): Autocorrelation Function

PACF ACF
PACF ACF
(16)
2005 ACF

COMPUTE AVERAGE = MEAN(acpc TO vois) (COMPUTE)

1.0 O  Coefficient

Limit

0.54

[N

ACF
]
]
]
]
]
]
]
1
Il

-0.5-

-1.0-

T T T 1T 17 17 1T 17T 1T T T T T T°7T1
12 3 4 5 6 7 8 9 10 11 12 13 14 15 16
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(17)
2005 PACF

COMPUTE AVERAGE = MEAN(acpc TO vois) (COMPUTE)

1.0 O  cCoefficient
_____ Upper Confidence
- tower Confidence
0.5+ .
(LL) ’,
% 0.0 |_|l_|l—||—|n—|
3
-0.54
-1.04
T T T T T T T T T T T T T T T T
12 3 4 5 6 7 8 9 10 11 12 13 14 15 16
Lag Number
Autoregressive
Auto-Regressive Integrated ARIMA) (AR(1))
. Moving Average Model(

X,=aX,,+C+e

t=1,
AR
t=1,2,....m
ARIMA (1, 0, 0) SPSS
Iteration History:
Iteration Adj. Sum of Squares Marquardt Constant
1 50.156434 .00100000

Conclusion of estimation phase.

Estimation terminated at iteration number 2 because:
Sum of squares decreased by less than .001 percent.

FINAL PARAMETERS:

Number of residuals 102

Standard error .70726985
Log likelihood -108.53805
AlC 221.0761
SBC 226.32604
Analysis of Variance:
DF Adj. Sum of Squares Residual Variance
Residuals 100 50.156434 -50023065

Variables in the Model:

2,...,m
T a
:C

g



B SEB T-RATIO
AR1 .4876779 .08794828 5.545054
CONSTANT 2.6176406 .13543359 19.327854
Covariance Matrix:

AR1
AR1 .00773490
Correlation Matrix:
AR1
AR1 1.0000000
Regressor Covariance Matrix:
CONSTANT
CONSTANT -01834226
Regressor Correlation Matrix:
CONSTANT

CONSTANT 1.0000000

The following new variables are being created:

Name Label

APPROX. PROB.
-00000024
-00000000

FIT_1 Fit for average from ARIMA, MOD_14 CON

ERR_1 Error for average from ARIMA, MOD_14 CON
LCL_1 95% LCL for average from ARIMA, MOD_14 CON
UCL_1 95% UCL for average from ARIMA, MOD_14 CON
SEP_1 SE of fit for average from ARIMA, MOD_14 CON

AR(1)

X, =0.4876779 X, , +2.6176406

Residuals

(Auto correlated

ACF %95

PACF



Partial ACF
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PACF ACF
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AR(1)
2005

COMPUTE
8.00000— AVERAGE = MEAN
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2005 2004

ACF
PACF (Partial (Autocorrelation  Function)
Autocorrelation Function

PACF ACF

PACF ACF

(21)
2005 2004 ACF

COMPUTE AVERAGE = MEAN(acpc TO vois) (COMPUTE)

1.0 O Coefficient
Upper Confidence
Limit
— 1 Lower Confidence
r—— Limit
0.5 I —— —
LL
O 0.0
<
-0.5-

-1.0

T T 1T 17T 17T 17T T T T T T T T T°T
1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16
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(22)
2005 2004 PACF

COMPUTE AVERAGE = MEAN(acpc TO vois) (COMPUTE)

1.04 O Coefficient
____ Upper Confidence
Limit
____ Lower Confidence
Limit
0.5
o)
% 0.0 |_||_|I_|l_||—|
5
o
-0.5—
.10_
T T T T T T T T T T T T T T T T
1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16
Lag Number
Autoregressive
(AR(1))
Auto-Regressive Integrated Moving Average Model( ARIMA)
X,=aX,,+C +¢g
t=1, X,
2,...,m
:C AR |
t=1,2,....m L g
ARIMA (1, 0, 0) SPSS
Iteration History:
Iteration Adj. Sum of Squares Marquardt Constant
1 58.358849 .00100000

Conclusion of estimation phase.
Estimation terminated at iteration number 2 because:
Sum of squares decreased by less than .001 percent.

FINAL PARAMETERS:

Number of residuals 207
Standard error .532548



Log likelihood -162.67993

AlC 329.35987
SBC 336.0253
Analysis of Variance:
DF Adj. Sum of Squares Residual Variance
Residuals 205 58.358846 .28360738
Variables in the Model:
B SEB T-RATIO  APPROX. PROB.
AR1 . 7357589 -04803876  15.315944 .0000000
CONSTANT 2.0886876 -13823200 15.110015 .0000000

Covariance Matrix:

AR1
AR1 .00230772
Correlation Matrix:
AR1
AR1 1.0000000
Regressor Covariance Matrix:
CONSTANT
CONSTANT .01910809
Regressor Correlation Matrix:
CONSTANT

CONSTANT 1.0000000

The following new variables are being created:

Name Label

FIT 2 Fit for average from ARIMA, MOD_18 CON

ERR_2 Error for average from ARIMA, MOD_18 CON
LCL_2 95% LCL for average from ARIMA, MOD_18 CON
UCL_2 95% UCL for average from ARIMA, MOD_18 CON
SEP_2 SE of fit for average from ARIMA, MOD_18 CON

AR(1)

X, =0.7357589 X _, +2.0886876

(1]
Equation.3 EMBED

Residuals

(Auto correlated



Partial ACF

ACF

%95

(23)
ACF

PACF

Error for average from ARIMA, MOD_21 CON

Lag Number
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Limit
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0.5
5 oo =OOAAAAAREACEE
<
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1.0
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PACF ACF
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AR(1)
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(26)
2005 2004 ACF
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e —— ____ Upper Confidence
r— — Limit
M — Lower Confidence
Limit
0.5
[T
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05
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27)

2005 2004 PACF
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o
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Autoregressive

(AR(D))

Auto-Regressive Integrated Moving Average Model( ARIMA)

X,=aX,_,+C+¢g



AR

ARIMA (1, 0, 0)

Iteration History:

SPSS

Iteration Adj. Sum of Squares Marquardt Constant

1 89490.445
2 88721.806
Conclusion of estimation phase.

-00100000
-00010000

Estimation terminated at iteration number 3 because:
All parameter estimates changed by less than .001

FINAL PARAMETERS:

Number of residuals 209

Standard error 20.399918

Log likelihood -928.89738

AlC 1861.7948

SBC 1868.4794
Analysis of Variance:

DF Adj. Sum of Squares Residual Variance

Residuals 207 88719.003
Variables in the Model:
B SEB T-RATIO
AR1 .99894 .00196 509.42261
CONSTANT 635.43766  420.10915 1.51255
Covariance Matrix:
AR1
AR1 -00000385
Correlation Matrix:
AR1
AR1 1.0000000
Regressor Covariance Matrix:
CONSTANT
CONSTANT 176491.69
Regressor Correlation Matrix:
CONSTANT
CONSTANT 1.0000000

The following new variables are being created:

Name Label

416.15666

APPROX. PROB.
-00000000
.13191826

FIT_1 Fit for salary from ARIMA, MOD_26 CON

ERR_1 Error for salary from ARIMA, MOD_26 CON
LCL_1 95% LCL for salary from ARIMA, MOD_26 CON
UCL_1 95% UCL for salary from ARIMA, MOD_26 CON
SEP_1 SE of fit for salary from ARIMA, MOD_26 CON



AR(1)

AR1 -99894 -00196 509.42261 .00000000
CONSTANT 635.43766 420.10915 1.51255 -13191826

X, =0.99894 X, +635.43766

( )
Residuals

)

(Auto correlated

ACF %95
PACF
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