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Time Plot: AIG's Share Price
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UNDERSTANDING THE DATA

Train data (90%) - Years 1990-2020 Test Data (10%) Years 2020-2022

For our analysis:

Seasonal Plot: AlG's Share Price
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UNDERSTANDING THE DATA

BREAKING IT DOWN AND LOOKING FOR SEASONALITY

FALL/WINTER MONTHS:
Positive Consumer Sentiment

SPRING/SUMMER MONTHS:
“Sell in May and go away”

SEASONALITY IS PRESENT

sted Closing Price (3US)
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Subseries Plot: AlG's Share Price
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Autocorrelation Function of AIG
Closing Price

Auto Correlation Plot: AlG's Share Price
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STL DECOMPOSITION FOR AIG’S SHARE PRICE

“Decomposing a time series into three components:”

STL Decomposition of AlG's Share Price
Ad|.Close.. = trend + season_year + remainder
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Remainder Component:
Small Remainder: Trend and seasonal components capture most of the variability.
Minor Fluctuations: market events or industry fluctuations.




Benchmark Models

Forecasts for test data (2020-2022)
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Benchmark Models Residuals

Residuals of the benchmark models
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Autocorrelation Residuals

Autocorrelation of residuals
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ARIMA MODEL

.model . type ME
<chr> <chr> <dbl> |<dbl>
arima0l2011 Test 12.2
arimaZ2l0011 Test 12.1
auto Test -0.215




Exponential Smoothing

Auto ETS with Trend (Holt)
ETS
.mode | .type ME | RMSE
<chr> <chr> <dbl> |<db]> .mode] .type ME | RMSE
ETS(Adj.Close..) Test -7.29 |12.7 <chr> <chr> <dbl> |<dbl>
"ETS(Adj.Close.. ~ error.. Test -4.22| 12.3

Additive error and seasonality Additive age] ETS with Damped trend (Damp)

‘:*Tir?il {f?’?i fﬁff}h;i {I:ITJS}'E and Seasonalit -mode] - type il B

"ETS(Adj.Close.. ~ error.. Test 3.83| 11.6 y ﬂ:me ; : <chr> :gb;i :f;:rl;
"ETS(Adj.Close.. ~ error.. Test -6. .

ETS fits better

Simple ETS

Additive vs Multiplicative

.mode]l -type  ME| RMSE .mode’ . type ME[ RMSE

<chr> <chr> <abl>| <dbl> <chr> <chr> <dbl>| <dbl> <

ETS(Adj.Close.. ~ error.. Test -6.78| 12.4 additive Test 19.6] 25.8
multiplicative Test -32.6| 33.7




Exponential Smoothing Plot

Write-off

ETS Additive Error & Seasonality Forecast AlG's far smaller than it used to be
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