e bl e kel el | coelS el
ret el bzt — Grcras i s 50 i

Journal of the College of Basic Education Vol.31 (NO. 129) 2025, pp. 44-53

(DFM) (Sl df Jolad) 773 9033 (Juad¥) 3Gt

deses Tllo clg) :.fb.i > 32 o
sl P...é ~dLai@Y g 5 0y AlS 4y paiival) dzalal)
rawaaalsaffar@uomustansiriyah.edu.iq omar.khamis@uomustansiriyah.edu.iq
o “ S. -

J.\u&.t L;‘; ST GS.LA_\.}.J Ja il Jalasy (DFM) é.m\.u.ﬂ\ Jalall CJ}A.\‘ Ol
Q;\S\ a).\JSM uh\_uﬂhu\_mdz_l} 6L)A)S\)JQ U\M\UA‘LG}AM&ASM\ L_I\‘).\AJM
«.:;.A\ a8 5 Ll ya g Apalai@y) Ol juriall saiill adladinl (Say g Gl priall e daell e
danm el DA (Co-Movement) A8 yida 48 sl ‘_;d\ PR d.m).ud\ Glily s
mdujgjsscd}m\‘ﬁi\d)mjﬂc(DFMS)CJLmdLu.\u\d)chLG_mAS i Jal e 2 ga gl
sVl Y dd )k Jleinly (DFM) z3sal) Clalee  jpafip 4S jidall Jal gall 2ae
48yl aladiuly Sealiall Jalall &3 gail a8 o5 sl 138 A5 . (Maximum likelihood)
(125 , 50 , 20) <limll asaa o dlaic Yl slSladl i Cjelal Cun alae Y1 KLY
® RMSE Waall cilay jo j3a Jasssidd dad Judl () (0.9, 0.5, 0.1) Bli¥) <llaa g
Al il JAUA e daadle iy (0.1) s b)) Jelaas 125 die aaa xie 0.6309
Sl Ll )W) Jabaa s 3_uS clisall o gan (5585 Ladie (RMSE) 4 Juail (f Lggle: J gamal
058 sl (g RMSE Wadll ey jo da Jass sl da il LalS Lol ) Jalns 8 LS
058 i) ! (RMSE) o il il o gaa ol ) LS5 (Lol
Jad) (Uadll au,,, o i e calae V) IS A5 yh ( Saaliall Jaladl;dgalibal) cilals)
161 141 Z_q a3} -1
e (g bdinall GEMall (adlil Alad Ay a5 (DFM) aSaeliall Jol g2l zila
Al Jie cclilnd) (e dilise g1l sl 8 sade O sal Ledeay Laa diyie 3l Judld)
23a3 ) yuaiall alayl JI S edalal) Jalaiill dpngie e Z3lill sda Adiad dasaall g cdiinl)
Spearman \A\);\ G_d\ ol ale ala) ja ) Gl«l.d\ Al Heda agad Lein bl jalias
NPy ey i jaall Cl Al Caiagl 3o ga o e el 5o PREGTRGITENIFY [°]1 QP -
Lulyo Ul Lae 1977 ale & Geweke 8 (e A 3 Judld) Glly Jadd Jlalad) Jalail
cz\_uj.ﬂ\ clalay) Jia uafib.a;.a )\.LAS :\é.\.q)ﬂ Al U_Lm\:uj\ 0d O ASM\ UJS)Q\
aal (e Basl 5 LS ja dila e eV Gy WIAT Cangy 15 cJuadusiall Tl y¥1 5 ¢dyans gl
Gl e dgaa o Apalaill CulS ol gu olilnd) Sl 80l ) A gl 3l ey (& sl
(DFMS) 4Saaliall Jal sall zilai 73 saill Chna i o g JSLIe I (525 Las Az 44
4y 5k alaaiuly 23 gail) Cllalea 58 21 LS 48 jidiall Jal gl apan 5 alag) 28 il ae i
Y sl A8y el 508 Juadl 1) J e sl B8 a6l ya) aa calae V) (SaY)
A3l el Al -2
4 Lo Usy (Mark W. and Robert .F) 1 glialdl oo JS 238 (1983) ale 3 <
3 Jalgall 4 simn b ALK il yiall 35a 2 (DFM) ziled oo g delual dalall 4ingial

February (2025) bl O O] Y[ =2y P
44



e bl e kel el | coelS el
ret i) rrcalized] — ol et SN il

Journal of the College of Basic Education Vol.31 (NO. 129) 2025, pp. 44-53

phae ) G 48y Hha Legd gl Za o) pasil iy )l e & alall 23 5aiWL @ Wy 2l Lesd
Jlezind Jlialll ~ 38 WS | (EM) 4,k 5 (Kalman Filter) oS zd jal 1aliial (ML)
(MLE) & shay 455 jlia <l 508 3661 4t (EM) 2 sl

La il Uiy (Barigozzi ,M , and M.Lucian ) B glialll (e S 2358 (2019) ple 3
i yal il (MLE |, EM) 33k Jleaiuly ¥ dglle <l yxiall (DFM) zalad i 4
L (T) dal) o (n) Gilaaliall 2ae ala 3 Ledie O\f.};\_ﬂ\ O 35 (Kalman Filter) JB|PAILS
Monte ) dsgie i sSaall gal y Jlesivl o5 88y BELL I praal <l yaiall o)l 43y
(T) 5(n) psas 2ic (EM) 44yl duliad) il i g (Carlo

2 (Speci fication of Dynamic Factor Models) (Sl Jalad) 73 gl dem?g] [g
Oe S i (an Al 5 xp) 3alie < piie o Jerin (DFM) 25U aladl JSogl)
(sl suall) ) sudial) Undll as &) Cilian (Fp) oS3 (A8 yidall Jal sall) saaliiall e Jal 2l
O (Tyse)ys @ aie (I=1,2,...,m )0 3 saaliadl &l juaiall (e (1) debea (Sau s 6,
L VS« (DFM) zisad s (£ = 1,2, ..., T)

Lobd

s (Auliall) saalad) &l jaiall daie s X,

Xt = (xlt!th! -rxitj

2l i3 (CLF) A8 siddl Jal g2l ) (Latent Variables) 4wl Jal s2ll (e daia 1 F,
Ols L B o)l e 405 oA g (Aadse) Balie e Jalse Jid a5 (r X 1)

Ft = UltJthJ ""Jfrt]

L AS jidiall Jal gall dae V(1) ety <1 Oy

e JS e (0alS) & jidie dale JS 5l aaad il (COenll) Cilapill 46 shiae ;A
LI 5 ¢ (m X 1) el

ﬂ - Eﬂ'ﬂ.!ﬂ'izl ’AU)

(1=1,2,...,1):

Oy (10X 1) ) (53 (sl guall) i) gl llad¥) dnia s €,

Et: (EH rEZt LI Eﬂtj

Jal sall b L8 an ) (CaVERYT) i lalaal) 46 sima Jiai 5 (1 X 1) alay) 48 ghoce ; P
(1) oM e

oalxil 5 (Whit noise) Jiars Lie j Jasi o e 58 5 (sbia sacall) (A sdall clad¥l ania s €
,ZSJM\JA\}A\QQJQ‘“_,_“d\al__a\)lmawc)m@j(rxl)

5 (1) 5 (1) o8 gen 2o Lia )y (Mbaia) (pbasl Jia & (M) 5 (€4) a3 (532 0 38 )
() el ol Y1 S

February (2025) bl sl s A Pl s ke
45



e bl e kel el | coelS el
ret i) rrcalized] — ol et SN il

Journal of the College of Basic Education Vol.31 (NO. 129) 2025, pp. 44-53

GS e N I (X)) Gl el (1) ddabeall 8

AS e a5 (LV) 4lsll @l jiall 5l (F.C) ASjidiall Jal sall (e daili s (V1 AS jall o
peany o plalaia Laa (Ef) 5 (Fpoq) g8 IS o) WS (2) Aalae (0 oy LS Audlinn
SV An ol e AN lasiV) zhseil Gay glal (Fy) o) WS . (1 o JS o) (anl)
LS Al 4 ey L AR(1)

8 maall LSl dale (3lhay 5 () (S sal) Undl) oy Jictid ; 4l 48 yall @

¢ (Xjp) owie JS e AxdUll leaall Gaiay 54 g ((Idiosyncratic Component

s Al (38 g dielua (Say

s ohd

ol die () il bu il g

(N X 1) 2l Q330 gliall cUndWI s 7y

Je She | gl 138 5, (Serially Correlated) Lie ) dday yia () oS5 28 (€4) 5 _jeall S yall
iy galae 73 58 (€)@ sl 3paas Sy VISV &l 85 (DFM) g3 sail] s
ol il Sy Ul ¢ 3 jaal) clSaaliall

B0 ) AR(D) g2sail i (€¢) O

Eit= ﬁ;i Eit—1+ Vit ......... {:4)

oA

ey dal i e A sdiadl Uaddl o s Vg

O LS iy jia ye & X, 5 Fp 0e US Ol (e (el (DFM) z25a3Y Al cilial 5@8Y1 ¢l
B AUl | (1) At Adad () die (andll Lpamy aw Aoyl e e Ll (€;) 3 aaal) SIS Hall
:\S)Lid\&\ﬂ\é\@ﬁju@\w@%\)&@\g\Q\M\w&&u)‘ﬂ s

(Fy)
Exact Dynamic Factor Model (Exact DEM) (&84l Saaliall Jalad) 723 gaif -4
[14] [11]

zasY) 1 (Exact DFM) &8sl dalall 73 sl iy 1250 (1904) ole Sperman sl o8
e Al S saalaie & Ve 8 ML Ly dadi e 538(€4) Dnaall S jall (5585 o)) iy
saaliiall &l yaaiall (g Gl HY) e U Ao (1, S) ) ) aaaad 98 pa | £ k il S
C(Fp) (3alSY il yuaiall) 38 sl Jal sall ) s s Lo aSaiall aaall (uliall)

e PR e i o) (S (X;) saaliall Gl yurial) o) e L_,Jc(Exac'[ DFM) 65}43\ Adliy
ool s el e Al AN & il l(r<n) Jalsall (e 23

-2 Y 3 5(Exact DFM) g3 sl delua (Say

X = I + Arijfjt +Eit ......... {:5]
1=1,2,...,n
t=1,2,...,T
=12, .1
February (2025) Ll sl s A Pl s ke



e bl e kel el | coelS el
ret i) rrcalized] — ol et SN il

Journal of the College of Basic Education Vol.31 (NO. 129) 2025, pp. 44-53

(Eres Eig ) OV LS (], 1) pff oo e (Ahafise ) Sadalle (€ < fy ) 00 8O
Oa(ji) 3 <Dlaadll (0 X 1) lasla) 4 haa ) (1{,}, Y)orii (K # 1) af gaen 2ic 3aalaia
il e (i) A Jalsal
O ol e s Qe (m gy sy nxD eoley) 4nie 585 X; Leiall b gidl cp
L Adle JES) i) Jeal @l o(1=0)
Y Ghs (5) Aalra z3 sai¥) A lua sale ) Sy
X, =NgF,+MFy 4+ +AF,_+E, ... ... (6)

(Lags) duie il lalxi y¥) aae (5) Jiad 13
e (385 Aielua sile) (Sas bflue pe € 5 Fy o) Gasi (6) Aaladdl A z35aY)
- ‘;3 LQS} Q\ﬁ}w\

X, =AF,+€;;, ... (7)

F,=%F,_,+1,  wo...(8)
(Lags) duie I culalxi j¥) jdige (Al (1) aads
2 (N<T) g o (Exact DFM) z3sadl 8 da il g
Estimat _of Exact Dynamic Factor Model &3y (Sauliall Jalall 73 sail 0385 -5
(e Ae gene O ASualpall EBle Wl judi g Jilas ) Caagy (Exact DFM) z3gail o )
zI ALY (bl e daalSl) &l paiall) AS idiall Jal gall (e 230 3 ga g Baaldall il
(1) o) DA e e Al il (e A5l il il
Salinall Jalall 3 5a3¥ alae Y1 Y A& Hla 8 5 23 sai¥) il 48y yla Al 3 s
(2) ¢ (1) @¥abaall 8 LS 44 5 (S (ExaCt DFM) z2saild
Maximum Likelihood Method adae Y1 (SaY! 45 41a-6
Ol 44 )l Jlaaiuls (Exact DFM) zasail uasi (1985) oo (Molenaar) Salll -~ )
itbua sale) (Sad (u=0) o) bl 4y e al 8L (Maximum Likelihood )ekae !
(2) (1) Uore cn
AR(1) ¢l (1) Aa0 (e 13 land) dylee aiii 48 jidiall Jal sall o) (i yids (2) dalaall b
coanYl slagall a8 £ Oy
— A Clal S8Y) s s

1) €~i.i.d .N(0,X)

I =diag(o,d3,.......,0%) = o,
2)e,~i.id .N(0, Q)

O=AN+Z
3)X,~i.i.d.N(0,AN' a2,

4) AZA’

12). IS (€5 X, a5 (o)) bt 5 alie Y Say) Al
mn ; _
P (XA, 0?) = Nor AN + a2, |12

V2m

February (2025) bl sl s A Pl s ke
47



e bl e kel el | coelS el
ret i) rrcalized] — ol et SN il

Journal of the College of Basic Education Vol.31 (NO. 129) 2025, pp. 44-53

-1
exp {73'; (AN + aiﬂ)—lxt} ......... 9)
O 3 akae VI ST Al ladaat g2 5 A Gilaladll Bl )
A ,o*}=argminL(X,A,6%) ...... (10)

T
L(X, A,0%) = log(| AN+ af, |)

T
1 , -
_E(th (AN + 62,) lxt) ......... (11)

r r 2
=S log(|An" + o7, |)
—;tr(ﬂﬂ' +02) Ty (12)

Iy=T"'3L XX, ... (13) O A
) oda aelud 3 (Aulie je) At Jalse dga s sy (KUF) Gl s o Jlaninad s
(K.F) dage (335 4l Jolsall 00l 3 ealls (A) ¢ (Fp) ABiaial) Jol sall Sl o)
5 () Aadd a3 o1y 5 At} dad JidS o 5 (o) }meuts.aum}d\ <l glaall kst

Ay Agaall) A8 jitiall Jal gall ¢l i) o) 5 ol 48 ghae Jics
Lapall 35 Al 18 5 la) & (Qp) ¢ (Fo) Ahai¥) asill 33aa aa,
F; =¥F,_, e (19)
Ol 48 ghina a8 55
0 =%0_,¥ +5 ...(15)
. saaliiall @bl ( Kalman Gain) glllS axdia il 2 Wy
Sl 5l e saaal) Auladl da@ll il sae Jias (Fp) Al @l i Gauad @lly
Al
s Alalaall (385 ey
K,= QAN AGA +Z) (16)
cobd
Aad giall (pliill 4 shiaa s K
(Bl COlpanill b giian s A
Clulal) 8 aSU pae uSad il g eliapuiall an b ghinn s X
aaal) Gl e S IS adiny sl 8 (1) e du 8 (K ) 4 cilS 134
Al dagdll e adings a8l i (0) Lieall (e dy 8 (K p) dasd cilS 131 L
Baaa Ciluld Alagl die (g )50 Sy Gl uadil) awad 8 aalud (K ) 4ad ()
ALY ADaall i) il dat Sy K, = 1)) Als A
F,=F:+K,X,—AF)...... ... (17)

February (2025) bl sl s A Pl s ke
48



e bl e kel el | coelS el
ret i) rrcalized] — ol et SN il

Journal of the College of Basic Education Vol.31 (NO. 129) 2025, pp. 44-53

Q,=U,— KN ...... .. (18)
Jlarinal oy Ja il clld (835 aae Alla 8 L) dpdad ¥ alaal) aaes 0 6S5 o) by (KLF) o
(Extended Kalman Filter)
» Al dxpall (88 5 CaBliaal) 44 shian by (e
— 1
A=Vv(D—-062)2 ... (19)
ISR
V; =Eigen vactors(j) (Seee 4a%e Jia L 2 gee JS) 8 peall Clgaiall 4 hina : V
SV ) e iy ail) S 15 35) 5 Spaall adll it s )l Ll jealic 4 )lidd hin ; B
(L Al 3 haaall Cilgatiall A& 3l 53 jaae dad al

(LBl VS auatd g2 i L)
2 1 o
& =HIT(I‘X—AA) e e (20)
Iy D=VD O Gy
Ol

d, - 0
D{rxr:] = ( : : )
0 - d

(Ty ) 48 s8aall 3 a0 o ol (1) Jiai 4y k8 4 siias 1 1)
O LS
F{ﬂxﬂ = [1?1, Tt U’r‘]'
(1) Seeall by Aot yal) 3 jpaall leaiall i - V0
L VS5 X, (55all) Al gial) aidll da) (Sar A 5 Fy (e S Al any
(21)
(Comparison Measurements) 4 )aall (uunlae - 7
Root Mean Square Error (RMSE) Uasll Lo sia a0 3e 3
x5 Uadd) Cilay ya £ same paiing AS15 (TAE) Glhall Uaddl & sens (uliia (RMSE) 4y
PSS Alia J g amlall g5l (e eUad W) S Ledie Jlad Gulie

RMSE =

February (2025) bl sl s A Pl s ke
49



e bl e kel el | coelS el
ret i) rrcalized] — ol et SN il

Journal of the College of Basic Education Vol.31 (NO. 129) 2025, pp. 44-53

(1. 5<a41-8
Gle sVl 13 Jpdiig dgadl 5 5 jala ol dee pUail al y) 23 gl ol dlee Lely 3KSLal
Sl 5 e latl) g (o ydall e Badaa Ao ganal Aliladiul A4S ol BlSaal Baase dyie )3 i s0a
b ) sl all a5 a0 ) LUl 8 1 il Jalas s DY) 5 ol jpsiall ag BlSlaall o
Al ) il a5 5 BlSaal = 3at il Fyms ) ans sl aladiad Sl
HHTHOTT] Blslaal) G las ¢l sl 2 -9

Stages of building simulation experiment

s AN Ayl

(20¢ 50¢125) (A a5 OO0 A o Cuan Al aaas aai -]

(r=500) 4,3 S @l I Sl axe 3aa5 -2

I Tl V) daleal G0N0 2l a1 -3

¥=0.1,0.5,0.9

(S5 A (@Oheall) lanal) 48 giadd A010Y) adll paas 4

" 0705 0y

A= (0.3 05 01)

Lale Jsanll 25 il Gl ) Sl Juad ol W sl &

s Ayl Al jal)

saaliall ol jpaiall 5 ) sudiall Undldl 5 Fp 48 5al) e Clalaall 46 siime ad 55 2 A yall 020 b

X;

1o WS s ¢(1) Cnltis Jiem daws giay aplall g3 il JSIA (g () il Undlll 051

€, ~N(0,1)

A2 e (3) 38 (A (2) o) Ailas DA (e Fp fpall e COlalaall A8 ghoms 255 -2
F,=WF, ,+E

3llrn 3 (0 4 i 38 s M5 5

(YIS (3) 58 A (1) p8) Adalae A (0 X 328l &l puatial) 2l 6523

X, = AF,+€;,

O3 e M5 el

slslaall Alae ilii -10

Ak alaaiuly Sl Z35a) @l jid RMSE dwsie Jia Sl giliil) (e je al

i ¢(6) Boall i la <3 a3l (13) ) (10) oo @¥eal) caws s (MLE) akae ) lSaY)

ob.ﬂ\@wus?m‘} c&,}bd.a\}s Q9 g (A uw\Sc.&‘)Aduﬂu\

February (2025) bl sl s A Pl s ke
50



Journal of the College of Basic Education

e bl e kel el | coelS el
ret i) rrcalized] — ol et SN il

Vol.31 (NO. 129) 2025, pp. 44-53

(I Tl Y Aalaad L0051 4l 9 (125, 50, 20) <hisadl agaa A A (1) Jssa

(0.9,0.5,0.1)

n p RMSE
20 0.744786
50 0.1 0.680046
125 0.63092
20 0.803434
50 05 0.700794
125 0.684749
20 0.817323
50 0.9 0.73355
125 0.672145

i RMSE Waall cilay je )3 Jawgiad dad Jumdl o)) oy (1) o) Jsts IR s
LV dalae S Ladie s ¥ = 0.1 Ll ¥ Jaae 4ady n=125 Laie (0.63092)
Lie 3 N=125 4e axa dic (0.684749) s sbed RMSE J 4t Jumdl il W = 0.5
Lie (0.672145) s RMSE 4 dagii Juadl <l ¥ = 0.9 Ll ¥ Jdabee oS
o bugie &l PBlA e a3y n=50 aaa 2 (RMSE) L—w,ma-ﬁte—'h .n=125
LQSSLS\LL\.»SQ it L) o) Lg\JJJSM\e;;u}SJ\Am Jualdl (3 RMSE Waal) il ya
Jaasd) t.;‘; LLAA.ILLUJ\}“ &WMJ&NSL;)\J} GRMSEM.@&E "L'wd\ e t_u\J
ol cilay o )3 Ja gial dad

fY) IS DA e oDlel Jsan 30 SO La (i (S

RMSE

* - phi
10 Bl o4
B os
=]

RMSE

20 50 125
sample size (n)

Sl Jaadl g5l (RMISE) o (1) JS
dgunduumyus}(o 1) Lol Y &mMu}gummgjg_.mqum}
@l O LS ((RMSE) af I (52 s0all Ball Lol cliall agan ) IS0 (e S88Y) adl)

February (2025) bl sl s A Pl s ke

51



e bl e kel el | coelS el
ret el bzt — Grcras i s 50 i

Journal of the College of Basic Education Vol.31 (NO. 129) 2025, pp. 44-53

138 5 0.5 Ll )Y Jalas dad N umd¥) (5l 5 0.1 Bl Y1 Jalns A I pady jeaY)
(RMSE) a8 Jiai Llail) Ll caall
clalitiay)-11
MLE abe¥) JSa¥) 43 jhay RMSE  Uadll ey 3o j3a Jaus sie 2 3WSLaall JDA (e praly
DFM (Saeliall Jalall 73 gail il
308 Cliell o san 0 oS5 Ladie dliadl -]
8mS il o saa (50 Ladie J85 RMSE Wadll ey ja 53a Jasi gie o ) -2
Lok Lulii s il o san s RMSE Wadll ey o s Jaws e i (g LS Ll elllia -3
Wt ey ya i g alii Y1 Jalna
Cligall 2 gan cald LS ol 8 i elllia ()55 -4
JJMAS'
@)@M\ daalall laidy) g3 Hlay! 4\:\5 celaay) ‘éﬁ o) ) ¢S :\.AJJL\
2- Byoung-wook Ko,(2010); "An Application of Dynamic Factor Model to
Dry Bulk Market".
3- Breitung, Eickmeier,(2014); "Dynamic factor models, J6rg Breitung
(University of Bonn and Deutsche Bundesbank) Sandra Eickmeier (Deutsche
Bundesbank and University of Cologne)".
4- Barhoumi, Darné and Ferrara,(2014); "Dynamic factor models: A review
of the literature™ , Karim Barhoumi, Olivier Darné and Laurent Ferrara.
5- Barlgozzi , M. and M.Lucian ,(2019); Quasi Maximum Likelihood
Estimation of non-stationay Larg approximate Dynamic Factor Model " .
arxiv.1910.09841.
6- Doz, Peter Fuleky,(2019);" Dynamic Factor Models Catherine™ .
7- Mark W. WATSON , Robert F. ENGLE,(1983); "Alternative Algorthms
for the estimation of dynamic Factor , MIMIC and Varying Coefficient
Regression Models ." Harvard University , Cambridge , M. A 02138. USA.
0304-4076/83/Elsevier Science publishers B.V. (North- Holland) .
8- M. Centoni, G. Cubadda,(2011); "Modelling Comovements of Economic
time series": a selective survey. https://doi.org/10.6092/issn.1973-2201/3625
9- Miranda, S. ,(2017);" Factor Models ,Bank of England and CFM
,university of Surrey".
10- Marco Forti,(2021); Dynamic Factor Models: improvements and
applications.
11- Mosley,L., T.chan ,Gibberd, A. ,(2023); "Sparse DFM : An R Package
to Estimate Dynamic Factor Models with Sparse Loading " ; Lancaster
University , United Kingdom , Arxiv , 23023-14125,V.1..

February (2025) bl O O] Y[ =2y P
52


https://doi.org/10.6092/issn.1973-2201/3625

e bl e kel el | coelS el
ret el bzt — Grcras i s 50 i

Journal of the College of Basic Education Vol.31 (NO. 129) 2025, pp. 44-53

12- James H. Stock,(2010); "An Analysis of Core PCE Inflation™;
Department of Economics, Harvard University and the National Bureau of
Economic Research.
13- Sebastian Krantz,(2023); Dynamic Factor Models A Very Short
Introduction.
14- Zhang , Zhiyong , Hamaker ,Ellen L and Nesselorade , John R. ,(2008);
"Comparisons of Four Method for Estimating a Dynamic Factor Model ",
Structural Equation Modeling : A Multidiscipliary Journal , 15 : 3,377-402.
https://doi.org/10.1080/10705510802154281 .

Best estimator for dynamic factor model (DFM)

Omar Dhahir Khamees Asst. prof. Dr. Rawa Saleh Muhammad
Al-Mustansiriya University - College of Administration and Economics
Department of Statistics
rawaaalsaffar@uomustansiriyah.edu.iq omar.khamis@uomustansiriyah.edu.iq

Abstract:

The dynamic factor model (DFM) is characterized by analyzing data
dynamically and focuses on explaining the common changes in a set of
variables over time. It is suitable for large data that contain many variables
and can be used to predict and monitor economic variables. The aim of the
research is to reduce time series data that are characterized by a common
movement (Co-Movement) over time due to the presence of common factors
between them, by using DFMs models. The aim of the research is to reach an
efficient model, determine the number of common factors, and estimate the
parameters of the model (DFM) using the maximum likelihood method. In
this research, the dynamic factor model was estimated using the maximum
likelihood method, where the simulation results showed, depending on the
sample sizes (125, 50, 20) and the correlation coefficients (0.9, 0.5, 0.1), that
the best value for the root mean square error (RMSE) is 0.6309 at a sample
size of 125 and a correlation coefficient of (0.1). It was noted through the
results obtained that the best value for (RMSE) is when the sample sizes are
large and the correlation coefficient is small, i.e. the lower the correlation
coefficient, the lower the value of the root mean square error (RMSE), i.e. the
proportion is direct, and the larger the sample sizes, the lower the values of
(RMSE), i.e. the proportion is inverse.

keywords: Dynamic factor, maximum likelihood method, root mean square
error, best estimator.

Note: The research is based on a master's thesis.
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