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Abstract: The study aims to examine artificial intelligence techniques ¢specifically
neural networks ¢«and to demonstrate their efficiency in forecasting financial market
indicators through a foresight-oriented methodology applied to the Iraq Stock
Exchange. Neural networks were employed as a tool capable of capturing linear
relationships in financial time series ¢<and process complex data for predicting future
patterns.

The study relied on analyzing monthly data from the Iraq Stock Exchange covering the
period from January 2019 to December 2024. The neural network was trained by
constructing a feature set that included relevant delays (lagged inputs) along with
technical indicators intended to identify the general trend of the data and thereby
support the fundamental analysis decision-making process ¢such as: SMA <EMA <RSI ¢
and MACD.

Two neural network models were developed: MLP and LSTM. They were benchmarked
against traditional linear regression models ¢«including ETS and ARIMA. The data was
split into training <validation «and testing sets «with a rolling out-of-sample forecasting
approach applied. Performance was evaluated using MAE <(RMSE <and MAPE metrics ¢
in addition to the Diebold—Mariano test to examine the statistical significance of
performance differences.

The findings reveal several results «most notably the superiority of neural networks ¢
particularly the LSTM model in short-term forecasting compared to linear models «with
significant improvements in prediction errors and smoother projected paths relative to
the MLP model. Accordingly it is essential to employ artificial intelligence techniques ¢
specifically neural network models ¢as supportive tools for forecasting the future of the
Iraqi market and thereby enabling optimal investment decisions.

Keywords: Artificial Intelligence «<Neural Networks <Financial Markets.
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