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System Dynamics Approach
for the Forecasting KOSPI
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—1 Abstract |
Stock market volatility largely depends on firms’ value and growth opportunities.

However, with the globalization of world economy, the effect of the synchronization
in major countries is gaining its importance. Also, domestically, the business cycle
and cash market of the country are additional factors needed to be considered.

The main purpose of this research is to attest the application and usefulness of
System Dynamics as a general stock market forecasting tool. Throughout this
research, System Dynamics suggests a conceptual model for forecasting a
KOSPI(Korea Composite Stock Price Index), taking the factors of the composite
stock price indexes in traditional researches.

In conclusion of this research, System Dynamics was proved to bean appropriate
model for forecasting the volatility and direction of a stock market as a whole. With
its timely adaptability, System Dynamic overcomes the limit of traditional statistic

models.
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