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Abstract

Predicting stock returns represents one of the fundamental challenges in financial markets, particularly
in emerging environments characterized by high volatility and low efficiency, such as the Iraqi Stock
Exchange. This study aims to evaluate the ability of companies of the Long Short-Term Memory
(LSTM) neural network to predict the monthly stock returns of companies listed on the Iragi market,
using monthly data for a sample of 22 from different sectors for the period 2016-2024. The study
employed a quantitative analytical approach that included data preprocessing, model construction, and
LSTM training according to deep learning requirements, while assessing predictive accuracy using
MAE, RMSE, MAPE, and MSE metrics.

he results indicate that the LSTM model achieved solid predictive performance, with a Mean Squared
Error (MSE) of 0.0003588, reflecting a small gap between actual and predicted values. The Root Mean
Squared Error (RMSE) reached 0.0189420, suggesting that the average deviation between predictions
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and actual returns does not exceed approximately 1.9%, demonstrating the model’s ability to capture
temporal patterns in a market characterized by instability.

The study recommends adopting artificial intelligence techniques, particularly deep learning models
such as LSTM, as supportive tools for portfolio analysis and financial decision-making. It further
emphasizes expanding the application of such models in the Iragi financial markets to enhance
forecasting quality and improve risk management.

Keywords: deep learning, LSTM model, stock return prediction.
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e 2l Lo gie () ) ey e €0.001 1 @i 3 psa &;ywmﬁu@w\&#\%ﬁm‘m RF
Ll 4 5l 138 223 A5 el A 50 5 5l VS s s (815 L (IS plaliall e JAY 2ilall Jane (358 gl
a_a\..'\hﬂ\Gﬁ@a\)ﬂc_\mld\umaejmu@).huﬁpjb‘)}}dbw&\]%\Y\e\.cd&uu
d.uujad.:cuwﬂw&dm\)ﬂ\@‘)yu\é\wmc@w\ é&‘-\)ﬁ}‘OOO33é—\L—h&J&‘U‘.ﬂS‘L’J‘AA&h
éﬂ\c\)ﬂy‘&ww‘m‘@w\&u‘& dm)dmm;haﬂ‘uﬁ}yui‘ )MSMAJLJ‘?ASMGJ‘M
dan sall 200 gall (pe SLlE aae @llia G ol el 5o Jile 231 g2l 358 o (e J Las €0.399 s A 50 G Jas
‘ s d&»‘; S5 Gl Al

A L 9683 Aaudy 3l Jabay L ¢0.083- (Al Jeas 2Ludiall & SoY) aal) (ld cail) o)y e dpailly Wl
S35 Say (ol 5 () Gpanll i el (38 138 95154 Aoy uSe (3383 (510,154 (oY) 2
e Lagil) 038 aa 53 G ¢0.0408 Al (5 jlxall Cal i) daf 03S 5 e s 5 Adlall (B s ae (g2 a2
Lo giall Jsa il

e 3 b A agalall 3 il 4l Al (g e (85 <363 (o Alnnsall Aadll (f and ela il ) laill xie
SVl @i o e eamdall a5l 4 jlie B ST Gllgas san ST Al jaaiy 03 g2l aoys8 o e Jy
Al ) A e ) gan 48yl i e g i ]

DA Ailiany) dagll clau g s‘";’_ﬂ\,\ﬂ\ @‘)}J\uc ALl Cal sl Lgd:q RN I R I YYINE P e ;\_).;g\(ﬁc\})';i
dpda Al b i Y LilE (065 AVAll (5 e (ga ST Adlaia ) dagll 038 () Lays .0.099 &l Adlaial dad as ¢4.62
Gl o g s Jlaiad ) s Jealdl) aadl e dail) (o8 ()8 (el pay Uil Uiy ) g5 i Alualiad) ol AN 4 il
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14
Series: RI_RF
12 - Sample 2016M02 2024M12
Observations 107
104 ] Mean 0.001113
] Median 0.003297
8 - Maximum 0.154314
| - Minimum -0.083355
6 _ | | Std. Dev. 0.040815
. Skewness 0.399137
4l Kurtosis 3.631902
Jarque-Bera 4.621248
2+ Probability 0.099199
oL £ I

-0.05 0.00 0.05 0.10 0.15
RI-RF lilall (g 51 Sl a5l (2) o8 JS

Jilaia e Lo )55 5 el 3335 Jauki Ao Ale Gailimiy e 50 sall Al o peaaly ¢l sl (o (33U
Ly Al S jhall Jm i) 58 e Sl el sl s LSS of e 5 A8 liall o) (e 35m 5 (S
a5 Gailiad a8 ALl o ) ey Caudlall (il a1 50 ko i) 3 g g Gl ok a3 55 (35 ) 52l
Aallad J8) Apadil) 2 3ail) Jras Alodiall el g ol e ) ALYl cdilian ) pailiadll sda 3y (i
DkEa) gl el e 2l Ll ) Leliiad Camaay Baiea Aphads 58 43t ) ClBle 3 g5 ie Auali i) gall o3gy oiill 8
el e 3l LLaW) i e Ui ol 150 Gulie sy (LSTM) 2031 5 sy il sl Gppecanl) 380l 3 5
e gy L LSTM CJ}A—I O o g yrall e ALl 634..&:;.“ e OBl g saladl il s & Jelaill
Jaulie Llatiud Aliey LSTM zisal ahaiind el oSy A 66 jiisdll e 5 phadll e bl ae Jaladll 3

LeSsha (8 Baaiall o) g Aibas Y lpailiad dua (e ddu g yaall Aludul) Axglal

LSTM gisai 4-3
5Sall dppanl) S0 i Aganll g 3atll Canpal A alai s e lilaal) oIS eyl ¢ i) ) slail) Jla 3
(Long Short- csaall 3 sy Al sha 3 SIN z3las pala JS&5 ¢(Recurrent Neural Networks - RNNs)

L% LSTM gilad Jpatiy ler il 5 dsia 3l dw)wl‘ Jula 8 degall &l 52 (e Term Memory - LSTM)
Qaay L E-¥ cla‘)!\ d.uk ‘5.‘.41.43\ ‘5&: Plaie) |y G_J\ c_\bh.ﬂ\ & d.ALﬂ_\n} IXYTOA 4..\.\4‘)3\ LLQ.\‘}]\ ).wu st
Lﬁ)—‘-‘-’ CA)A.\ ﬁiﬂ.ﬂ LSTM (=ibad Dl GJ\ s_ml.gl\ a3 ¢aluall 12 g_sﬁ Aoaal) dudadldl CJLA.\]\ e‘l&.\.ml_j 48.9a7
Lgiallas 223 ¢ (RI_RF)pageall 2ilall Jiad cilily alasiuds 2024 A1 2016 ale (o siaall 5 558l 4y i) agusl) 2l sl
Zlailly &lie Tlal e z3lal Aullad aul pa Fadiie 5 ohad Guladl 138 aady el il e Calid
(Dl i A Leld 3 s Jie dpalal]

dflan) zal 3 35a g P e PYTHON il R Jis dae ) cilad (saal aladial callaiy | STM 2 sbad alasiul
A0 Adlal) Al Calaad slas) & Salll luaa Laas K5 Lee (Gaaldl ale cua) (YY) 2al Gl 138 a3 jals
Lagsl) g 23) gall A8 V,.ml\ uuﬁ);d\?luaua_\.zuubhﬂ\ J\L\HJJC_:L\J\ UAM\@RWJJ\MJW\F
Gy bl famie LSTM 4 <l P Jandl A&l clasll Cunats YJ\ INRGITEN Adagtual) Aalatiall
el auii a3 LS ¢ (Adam Optimizer) sl 4 ) s ae (MSE) Uaall il jo dass gia Alla alasinly L
e U3l L) slexinly ¥ 5l Galdl Ji Gua MAPE s MAE s RMSE 5 MSE ibae aladialy 73 sall
r Al el 35S alasial YA e JusS) <G

returns <- read.csv("C:\\Users\\DELL\\Desktop\\returns.csv")
returns <- returns$RI RF
Iet‘_‘r:s_scrzled <- scale (returns)
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i e ) JuSls e alatie ) aguadl 4 s ) 23l gally i) i ol LSTM g 58 (n Al 4030 3 i oy o
il (g 15gd 12 (se 3386 3 50 IS 8 il =35l G sf ¢ (n_Steps = 12)akiie duie ) 3aalie 12 (e 4i5Sa
il U (e 4 58 Aae Aty a3l 73 gl apanal i g e Gl el g ailally sl At (ka5 AR
Jiiad ) caagh oo 5 Aailedl) 4y 5aill Aadll LY (Dense) A4S Aubad Ak Legli «LSTM ¢ 58 e il rdps )
0 73 sail) ol day s AGL Aad ) 1oLl Silall A i) Aally il 5 oo gl Aludes 8 Adganl) dyie 3l Lalail)
e dias (A LSTM g3 5a5 Aol Aaluadill G gSall (AN Jsaadl s | ey 258 (385 il 5 oy il 5 8
‘R Al A3 alasial JDA (e Caalyl)
(3) s
LSTM 3 s« il Aduadill s Ll
Layer (type) Output Param.
Shape
Istm_45 | (None, 12, 40800
(LSTM) 100)
Istm_44 | (None, 50) 30200
(LSTM)
dense_25 (None, 1) 51
(Dense)
Total params: 71051 (277.54 KB)
Trainable params: 71051 (277.54 KB)
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daidal) 028 dpnac 3aa 5 100 o s sind S LSTM diida a5 A5V daudally fag &) o) ety oMef J5aa) e
22 5 (gl Gy 3 agd) dile) Jadd sl e o by U g siad G 358 ]2 (e U3 Uie ) Shades i
0 peansy Lae Alalil 8 410 33 518 U daalal) Gl jaally Jadin Ll gl cclajan Juslasi ¢ s )Y daanae A6kl
il aae 1) 12 40 s Cus ¢ (None, 12, 100) st disall sda e iUl s il J<8 o 2000 daal
Lol dadall aaa Jicit "None™ degdl) Lol Aadall 8 Lysaal) cilaa ol 2ae ) 100 2aadl 5 cJudul) 8 i 30
J 5o Andall o8 Creddiiud a8 kil Al Cas ey zdsalll ol ol aase e 5 U je dhay 3 5(batch size)
A0 dapl)

al) Jsnd Ay a g o(Z)AY) Al srs (JAaY! A o ¢ lansll Ay ) A3 il ol Sl sigmoid Al e

el ol La  pat s Gl e sheall )i A wSailly e Lo 150 G 05S
S Baaal) sl Gluday dall o2 eja.u.u: Cus ¢ (cell state) AN Aol Al ad Suaail fgnh Ay e
obd e Jid 25a s e Las GSI ) il

cdgyladl sl U\J}\ Py B U‘JJ‘ 6.\1: ic Hga cels_"\ﬂ A8 Jalas 40,800 4c sa34 L Gl:: dadall oda (gﬂaﬁ
L) 3 )l e A LSTM <ol 4dalall 4l 188 5 ax) 138 Cavad 5 ol g3 IS5 alall jpall Dlalaa
Ji ilasbeall 38 jig sl Qi (i sl adind ddla) LSTM b a5 4sll 48kl b 59 48kl oy
(None, JSall 3alidadall sa (e R geali e Cila i o) s dasac 3an 5 50 o (553 a5 6 paY) Akl by ) pai
JIsa el Aadall 038 6 w0305 ) Geaie 50 (e dal g d4aie b aday Jade i) Juled JS o I ads 585 <50)
Gludal e Agsume a5 5 SN Cuaadl tanh Lasdall dlay Sl sl sigmoid  dpdall dla a5 ddlad) Syl
A (e SR (Jalas 30,200 Asudall 52a & DOllaall 22 clg Auanll Glas gl Jals ball e cils jall
50 pxa 00 WA 5 100
4 il el lucia adA (i 3aal 5 8aa 5 (g (3585 S (Dense) 4GS diuday e dlida a5 A A3kl L)
! ¢l sl IS (Linear Activation) duad Jasis Al aadind dadall sda | Ul jesll a8 siall wilall g cdsiledl)
e iy e dady gl oo Al oda ‘;Gh}d\@oy Glld g cdailill dagall e Josad Al Lﬁi Gdad o4 Y
Aol dsdall 8 LSTM sas g JS Cm A8all (el By 50 (e 435Sa A5 cJadd 5] dndall sda & O llaal)
) a5 e alae ) ALY ) AYI g
el Aa )5 aladinly il ddee ol Lgazan Chaaty calaill SUE Slaa71,051 ey 73 gaill Jana
<Y1 138 5 (non-trainable) cdlelaall cu 08 b o Y saame lids (gl (52 73 sall mpanal o3 285" Adam”
Aa ydie Ay aladin) () e ALK ARl dyie 3l Lalas) alas s il (ailiad ce JelSI Ol 23 saill any
At 5,08 dniey Las c2eY) AL skl 5 5 juuail) dia 3l Bl o S alety 73 5aill ey LSTM iisks (30 5 550
e 200 gay Abidiall Babnall Ayt 3 Judlall Jilas 35, 68
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IS ) Cam odel citn s LS5 A jeul a6 sally 5l lae 3 Aesdiedll LSTM 480 2 jlana ialill (358 3l
:\:\JLAMS\ ol s ‘_A\:\M ‘;_ﬂ:u.“

Istm_19_input

LSTM

kernel {1x400)
recurrent_kernel {100x400)
bias (400}

Activation

LSTM

kernel {100x200)
recurrent_kernel {50x200)
bias (200)

Activation

Dense

kernel {50x1)
bias (1)

a5 e 8 araaal) | STM 38 &y sane (3) by JS
3 gl &yl ) i) Uy e 3l 513 Lelabn oy 35 il LSTM A0 il 2l i e
‘;m\w‘)ﬂ\ J}Sﬂ é&)wﬂ\ﬁﬂ\&h\ﬂ\ Y Gy g

#F 2oL pu,

plot (actual, type = "1", col = "blue", lwd = 2, main = "Actual vs Predicted", ylab =
lines (predicted, col = "red", lwd = 2)

legend ("topleft”, legend = c("Actual”™, "Predicted"), col = c("blue", "red"), lwd = 2

(LSTM Al aladinly 4y 5uiil) g A8al) al) sa gy (o3 U S 8 il g )l Ciiana

== Actug| === STM

0.2
0.15

0.1

-0.05

-0.1
2018 2019 2020 2021 2022 2023 2024
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6 el il ol e Rl ol (4) 5 S

cpgeea) L) gt Aaladl) adll) pa A B gl 38 | STM ASed zigad ¢ Jas3l oodlef bl JSall e Slaie WU
Baga A N 138 yady Jad JSy clibud) b A0l dda ) Jalady) Bl o 73 gall) 138 508 uSay e sag
A ap®i (o jaly ) A ade g GBI acdll Audle Ay B Aald (LSTM ASud Lg8as ¢ ¢Sy Al il i)
Ghs AV Aliaay) puladl) e 230 ) ALaYL (MSE) Uadl) il ya daus i qilsial o5 ¢ oS JS8 73 5ail

) e ) 35S0

mse <- mean((actual - predicted)"2)
rmse <- sgrt (mse)
mae <- mean(abs(actual - predicted))

cat ("MSE:", mse, "\nRMSE:", rmse, "\nMAE:", mae)
write.csv(predicted ,"C:\\Users\\DELL\\Desktop\\predict.csv")
mse

t Al Jsaall A mnse 58 LS

LSTM 48 yha 38 5 dasinall L) jaia 5 43 il jplaa (4) B Jsaa
MAPE MAE RMSE MSE | &)l jlae
1.0824558 | 0.0092887 | 0.0189420 | 0.0003588 | 5 aall Al

3 A el g il sry il 3 T 200 38a 28 L STM A8 23 5a3 of () oDhel Jsanld) 8 A sall gl s
Aaladl) a8 sadll e (s Aiaidie dad 85 ¢<0.0003588 W ltic dad MSE Uadll cilay o Jau gia il
Lo of I ey Lae <0.0189420 &by RMSE Ut ey o Jaws sial s i) 53l o WS gy Lusial) ol
el dad (e Ly 859619 slady ¥ dudidall audl) <l sasill (B Ay
Jaa Ay 8 S @l il alama o e Ju lae %1 00 BT 58 5¢0.0092887 ils 338 MAE (slaall Uall Lo sia Ll
¢1.0824% & MAPE Glhaall Uaall 4 sial) dunil) o gia jedad (ol 33LEN aily S 3 ()50 Aial) 0l (e
) A LSTM ziseiddlad o (g @ plise g5 dladll ally 4 )l a3 jpis Ay adlad 53 8 Uadl 3 saill
Aa8y Ol Uyl sty i 1) ALulill alall olasi¥) ae Jalailly & Y LSTM giasei of il o2 (s
Allall i) gad) s Jae (8 45455 8101 aanl o 3 Le (Uadll A
) Caaal)
Gilua gill g claliiiuy) -5
cilaliniay) 5-1
4 gl il gadly 5itl) & |LSTM gigad 35S 10 g¥) glisiuyI5.1.1
(hiusall LS gl 5l 5 481 yal) S 5N Ay s ) ) sall iy Anllae e 508 LSTM gasei o gl & elal
@5 GE %1 2535 MAPE dad Ciela 3) elaa Lt o) (5 siue Alan ) il i all ad ke 385 dlle 48y
GLES) e 23 saill 508 uSay 138 5 D) (o R ya (5 e 2603 A 483U (31 ) 3 UNe daglle je 2l
O At ) GlBe o g sind — Lgilim gum ae )y — Ailall bl () Y iy Le s g el Cals dasal) Ll
BeiS) Lgalal 73 gaill
15O G adl (8 s (8B Sl Cloasill (e pe S e 3 (Bl (5 gud) Al 23 i) dag Dla 1 S #LELYI5 ]2
zasaill o V) a1 A ja e 5 isall Al ye Jal sall 5 eV gl (ol Al gauall (mlisil S AL
ot Gl 3 gnd LSTM z35a3 deeDha Sy 138 5 5 jfluse il ady 4y jedl) i) gad) Jaaiy 5l (e oSS
) Al e Sl S a5 (el (Blanadl Gl 3 pail) i) (S el g Bala il phad e pailiady
Aalidll
Ll V) 8 ady ol 23 gatl) Gf g xill e elal 3 alail) bl Y cuiad e 3 gaill 3,08 A Y5 1.3
ol = 3l i 8 4 g AL g el Aia 3l ClEDlal) agd s HULall dainy ol 23 sadll (o iay 138 oledl) b
Cila gl
O ainnall Slaa 5 5-2-1

Lol o aguuall ol A g 0085 i LgiSay pa A jlafiinsY) ol ) all 3asl 8 A3 aladll slaie) ]

Bkl Jalss g el ) jall 33 g s
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£ el 88, 5 5iae o 5 iy 5 el 885 Y Ml sl 55 g e iyl A (e ]
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