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Abstract

Artificial neural networks (ANNs) have been widely applied to finance and
economic forecasting as a powerful modeling technique. By reviewing the related
literature, we discuss the input variables, type of neural network models,
performance comparisons for the prediction of foreign exchange rates, stock
market index and economic growth. Economic fundamentals are important in
driving exchange rates, stock market index price and economic growth. Most
neural network inputs for exchange rate prediction are univariate, while those for
stock market index prices and economic growth predictions are multivariate in
most cases. There are mixed comparison results of forecasting performance
between neural networks and other models. The reasons may be the difference of
data, forecasting horizons, types of neural network models and so on. Prediction
performance of neural networks can be improved by being integrated with other
technologies. Nonlinear combining forecasting by neural networks also provides

encouraging results.
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