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ABSTRACT

This paper examines in the non-linear relationship between macroeconomic
factors and stock returns but mainly focus on the ability to forecast from each model
including Autoregressive (AR) model, Threshold Autoregressive (TAR) model and
Smooth transition autoregressive (STAR) model. The monthly data ranging from April
2004 to October 2016 are used. The results show that the distribution of the stock
market return is non-linear. Moreover, the ability to forecast of Autoregressive (AR)
model is better than Smooth transition autoregressive (STAR) model and Threshold
(TAR) model.
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