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Abstract

The model of stock return prediction based on higher order moments and distribution
quartiles of returns have been presented and tested in the current research. For this purpose,
the quartiles 1, 5, 10, 20, 30, 40, 50, 60, 70, 80, 90, 95 and 99% were calculated for price
data in 30 superior enterprises listed in Tehran Security and Exchange (TSE) within the first
quarter in 2019 and during 8-year period. The regression models were fitted using
Generalized Moment Method (GMM) for each of studied quartiles separately. To determine
precision of prediction methods, the empirical R-squared coefficient and their significance
test was used and the findings indicated that all models based on quartiles of returns
distribution could predict stock return and among them the quartile 70% had the maximum
potential for prediction.

Keywords: Return prediction, Return moment, Distribution quartile
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