
�������� ��	
�����

Structural breaks and long memory in modeling and forecasting volatility of
foreign exchange markets of oil exporters: The importance of scheduled and
unscheduled news announcements

Walid Mensi, Shawkat Hammoudeh, Seong-Min Yoon

PII: S1059-0560(13)00096-8
DOI: doi: 10.1016/j.iref.2013.10.004
Reference: REVECO 873

To appear in: International Review of Economics and Finance

Received date: 1 June 2013
Revised date: 19 October 2013
Accepted date: 21 October 2013

Please cite this article as: Mensi, W., Hammoudeh, S. & Yoon, S.-M., Structural breaks
and long memory in modeling and forecasting volatility of foreign exchange markets
of oil exporters: The importance of scheduled and unscheduled news announcements,
International Review of Economics and Finance (2013), doi: 10.1016/j.iref.2013.10.004

This is a PDF file of an unedited manuscript that has been accepted for publication.
As a service to our customers we are providing this early version of the manuscript.
The manuscript will undergo copyediting, typesetting, and review of the resulting proof
before it is published in its final form. Please note that during the production process
errors may be discovered which could affect the content, and all legal disclaimers that
apply to the journal pertain.

http://dx.doi.org/10.1016/j.iref.2013.10.004
http://dx.doi.org/10.1016/j.iref.2013.10.004


AC
C

EP
TE

D
 M

AN
U

SC
R

IP
T

ACCEPTED MANUSCRIPT

1 

 

Structural breaks and long memory in modeling and fore-

casting volatility of foreign exchange markets of oil exporters: 

The importance of scheduled and unscheduled news an-

nouncements 

 

 

 

Walid Mensi
a
, Shawkat Hammoudeh

b’*
, Seong-Min Yoon

c, 1 
 

a Department of Accounting and Finance, Faculty of Management and Economic Sciences of Tunis, 

El Manar University, B.P. 248, C.P. 2092, Tunis Cedex, Tunisia 

Emails: walid.mensi@fsegt.rnu.tn, 

bDepartment of Economics and International Business, Lebow College of Business, Drexel Universi-

ty, Philadelphia, PA 19104-2875, United States 

Email:hammousm@drexel.edu 

cDepartment of Economics, Pusan National University, Busan 609-735, Republic of Korea 

Email: smyoon@pusan.ac.kr 

 

Abstract. This paper analyzes the dual long memory properties of four major for-

eign exchange markets of the world oil exporter using the ARFIMA-FIGARCH 

model under several global events.  It discerns the impacts of both scheduled and 

unscheduled news announcements and structural changes on changing persistence. 

The results show little evidence of long memory in the conditional mean but provide 

strong support for long memory in conditional volatility for the four exchange rates. 

Moreover, scheduled news announcements have no significant impact on both ex-

pectations and volatility, while unscheduled news announcements demonstrate sig-

nificant effects on the conditional volatility for all exchange rates. Furthermore, we 

detect at least five structural changes for the exchange rate with the yen and four for 

the rest of the exchange rates. The structural breaks seem to have bigger impacts on 

changing persistence, and that the ARFIMA-FIGARCH model with the dummy var-

iables of unscheduled news announcements and the structural changes is the most 

suitable for examining the long memory processes of these foreign exchange mar-

kets in in-sample. Finally, the out-of-sample forecasts provide mixed results and in-

dicate that none of the specifications of the volatility model is appropriate for ana-

lyzing the LM dynamics in the SAR exchange market. Overall, our results have im-

plications for portfolio managers and policy makers in oil-producing countries. 
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