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This article is devoted to investigation of platinum market dynamics in Ukraine by nonlinear
dynamics methods. The Hurst exponent, correlation dimension and correlation entropy for platinum
courses in Ukrainian market during 2002-2015 are calculated. According to the results of the
calculation we indicate the presence of the chaotic processes in the dynamics of the system. It
allows better to understand a structure and behavior features of platinum market.
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Introduction. Providing of dynamic and effective financial market development
IS an important task of the state on the stage of market reformation of economy. To
develop an efficient financial market, in basis of its development it is necessary to put
modern scientifically reasonable methods and adjusting principles, provide
functioning of his various elements, including the market of precious metals,
including platinum, it plays an important role for stable development of economy.

Analysis of recent research and publications. Ukrainian and foreign scientists,
who were engaged in research of problems of applied application of methods of
nonlinear dynamics and the theory of chaos: Andryenko, V.M. [1], Zaika, V. I. [2],
Solovev, Yu. L [3], Strogatz, S. H. [4], Chiarella, C. [5], Panchenko, V. [6] and other.

Previously unsettled problem constituent. Lately scientists have made a
special focus on research of financial time series from the point of view of chaos
theory. A new area that contains the section of mathematical methods of economy
that are actively developing is sufficient. There is gaining popularity a point of view,
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that the precious metals market, in addition to the random chaotic fluctuations, is
exposed to the fluctuations occurring under the action of long-term regularities, or so-
called deterministic chaos. In conditions of unstable economic and political situation
in a country, when sudden changes of precious metals rates can be as indicators of
deepening of the crisis, an all-round analysis of platinum market by the methods of
nonlinear dynamics remains relevant, because it allows better to understand a
structure and behavior features of this market.

Main purpose of the article. The aim of the article is to investigate non-
equilibrium processes at the platinum market in Ukraine by the methods of nonlinear
dynamics. In process the method of economic-mathematical modeling, methods of
nonlinear dynamics, chaos theory and fractal mathematics are used.

Results and discussions. The prices on precious metals depend on an economic
and political situation in a less measure, than the other means of accumulation, and
are not the obligation of any state, that is why they are the most effective protector of
the inlaid facilities from depreciation. The presence of a sufficiently strong direct
correlation between individual precious metals markets means that the precious
metals markets largely support each other. In addition, remark that increased demand
for precious metals usually can be observed in periods of significant fluctuations in
other markets, primarily financial.

During the research the analysis of platinum rate dynamics in Ukraine for period
from 02.04.2002 to 20.11.2015 was carried out. Fig.1. depicts the dynamic series
constructed on the basis of the change in the price of platinum according to the
National Bank of Ukraine [7].
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Fig. 1. Dynamics of platinum rate according to the NBU for the period from 02.04.2002
to 20.11.2015 (Source: The National Bank of Ukraine)

During 2002-2008 the rates of precious metals were growing. With the onset of
the crisis in 2009-2011, this growth gained pace, driven by a sharp fall of the hryvnia
to the U.S. dollar in the fall of 2008, and inflation expectations, which led to the
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growth of demand. The rate of platinum looks the most stable among rates of
precious metals. The value of platinum is related to its industrial utilization and its
value is largely determined by the real economy than, for example, the price of
platinum.

For example, platinum is used in fuel treatment systems in diesel engines of
modern cars. For this reason, the fall in vehicle production (for example, due to the
recession) reduces the demand for platinum in the auto catalyst sector (40% of total
platinum demand) that may reduce the price. This situation could be observed in
2008 and in the first eight months of 2012. The platinum rate has also undergone the
sharp fluctuations in 2015. There was a sharp growth of its value in February 2015
with a record value 35682,1 on February 26, which is on 164% higher compared to
the rate of the corresponding date of the previous year.

So, the analysis of the dynamics of platinum price in the market of precious
metals gives grounds to hypothesize about the existence of nonlinear components in
the dynamics, and, consequently, the chaotic nature of the market. Visual analysis of
time series does not allow distinguishing stochastic and nonlinear dynamics, it is
therefore advisable to use special methods, in particular, mathematical methods in the
theory of nonlinear dynamics.

One of the most common methods, which allow identifying the fractal structure
and non-linear cycles in a time series, that is, to distinguish random from non-random
series, is the method of normalized range of Hurst or R/S analysis. If the value of
Hurst exponent corresponds to a persistent time series, it is possible to continue
research using the theory of nonlinear dynamics. The Hurst exponent is associated
with the ratio normalized range (R / S), where R is the "range" of a time series, and S
Is the standard deviation. For finding the Hurst exponent H, the dependence of R/ S
= (N) is built in double logarithmic scale, then the experimental points approximate
by direct, which angular coefficient is N. The whole area of fractal dimensions is
limited by the lines H =0 and H = 1 and the line H = 0.5 divides it into persistent and
antipersistent area [1, pp. 100-101].

The Hurst exponent is used as a measure of persistence - it is the existence of a
trend, which is absent in normal Brownian motion. The value of H > % means that
the dynamics of the process in the past, likely, result into continuation of movement
in the same direction. If H <4, we consider that in the future the process will change
the direction. H = %2 means uncertainty, i.e. Brownian motion.

During the research it was calculated the Hurst exponent for stationary time
series, constructed on the basis of the series of the platinum dynamics in the home
market during the period from 02.04.2002 to 20.11.2015 with using software R (Fig.
2). Checking the series for stationarity implemented by the test of Dickey-fuller. The
Hurst exponent is 0,8917, which suggests that the series is persistent and trendstuck,
has fractal properties. This result allows us to apply for further research of



ECONOMIC PROCESSES MANAGEMENT
international scientific e-journal (ISSN 2311-6293)
epm.fem.sumdu.edu.ua

Ned — 2015

development trends of the platinum the methods of the theory of nonlinear dynamics.

Fig. 2. The Hurst exponent for the platinum rate (Source: designed by the authors)

The main idea of applying the methods of chaotic dynamics to the analysis of
time series is that the basic structure of a chaotic system that contains all the
information about the system and its attractor, can be reconstructed through the
measurement of only one observable parameter of this dynamical system, fixed as the
time series [2, p. 60-62].

The dimension of attachment (dimension of phase space) m is called a smallest
dimension of the space containing the whole attractor. It corresponds to the number
of independent variables that uniquely define the prescribed motion of the dynamic
system. Thus, by setting the dimension of the attachment, we receive information
about the complexity of the system. This implies the ability to distinguish a dynamic
system with complex behavior (but characterized by a finite m), and random
(stochastic) noise that is described by (theoretically) infinitely large number of
independent variables.

The most important characteristics of the attractor are: Hausdorff dimension
D=D0 and the Kolmogorov entropy K=K1. The calculation of these exponents is
extremely time-consuming and virtually impossible for attractors in higher
dimensions. In practice, therefore, use their lower bounds: correlation dimension
D2 < DO and correlation entropy K2 < K1. which can be evaluated directly for a
discrete sequence of points of the trajectory [1].

In experimental data we usually do not know the dimension of the phase space
of the system and have information about only one coordinate of the points on
attractor. Therefore, all calculations are carried out for several dimensions of the
phase space m = 1,2,3, ... Thus, the correlation dimension of the attractor D2(m) at
first increases, but then usually goes on a constant level. By such method, we get the
required correlation dimension D2 of the attractor and the estimate for the dimension
of the phase space. For random data D2(m) monotonically increases with increasing
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the dimension the attachment m. Therefore, the correlation dimension D2(m) are used
to validate the presence of a chaotic component [9, p. 25-26].

According to the results of calculations (Fig. 3) correlation dimension saturates
with the dimension of the phase space m = 5, and the value of the correlation
dimension D2 = 4,315. Based on the obtained value of the correlation dimension we
conclude that the platinum market in Ukraine as a dynamic system has a chaotic
component, that behavior is deterministic.
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Fig. 3. The correlation integral and the dependence of correlation dimension and the
dimension of the phase space (Source: designed by the authors)

Correlation entropy K2 can be calculated quite simply. To do this, calculate the
correlation integral too, but it is consider not only its dependence on the distance &
but also on the dimension of phase space n. Thus, it is consider that:

C(e,n) = & exp(-nK,)

Where C(g) — the correlation integral, that can be evaluated directly for a
discrete sequence of points of the trajectory ; D2 - correlation dimension.

This suggests, that:

C(e, n)
C(e,n+1)

The entropy K2 is approximated in an acceptable range of valuess and n [8, p].
The numerical value of the entropy is a quantitative characteristic of the degree of
randomness of the system. Because the correlation entropy is a lower estimate of the
Kolmogorov entropy, we are interested in approximation its value to zero. If the
minimum of the Kolmogorov entropy K is greater than zero, then the entropy is also
positive, indicating the presence of chaotic processes in the dynamics of the system.
When K2 — 0 we can see the transition to the regular process [8, p 202-203].

The value of the correlation entropy for time series constructed on the basis of
dynamics of prices on the platinum market in Ukraine, K2 = 0,335, and consequently
in the dynamics of the system exist the chaotic processes.

Conclusions and further researches directions.

K,(&,n)=1In
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Thus, analyzing the dynamics of the platinum market in Ukraine, we can draw
the following conclusions: stationary time series constructed on the basis of series of
the dynamics of platinum on the home market during the period from 02.04.2002 to
20.11.2015, has fractal properties and is persistent and trendstuck, that is evidenced
by the value of the Hurst exponent. According to the results of the calculation of the
correlation dimension we conclude that the system has a chaotic component, which
behavior is deterministic. The value of the correlation entropy also indicates the
presence of the chaotic processes in the dynamics of the systems.

The obtained results allow us to conduct further research and forecasting of the
prices in the platinum market in Ukraine using the methods of nonlinear dynamics
and theory of chaos. It is also advisable to conduct similar studies for markets of
other precious metals, namely silver, gold and palladium. This will allow to figure
out whether the obtained results are typical for the market of precious metals in
general.

References

1. Andryenko, V. M., Tuliakova A. Sh. (2012). Analyz y modelyrovanye dynamyky
Ukraynskoho  fondovoho rynka. Aspect [Electronic resource]. — Access mode:
http://www.asconf.com/

2. Zaika, V. I, Kyshenko, V. D. (2010). Zastosuvannia aparatu neliniinoho analizu
dynamichnykh system dlia obrobky istorychnykh dannykh roboty stantsii defekosaturatsii.
Kharchova promyslovist, Ne9, pp. 159-163.

3. Solovev, Yu. L (2002). Entropyinye metody otsenky ustoichyvosty. Vestnyk kybernetyky.
Tiumen, Yzd-vo YPOS SO RA., Vyp. 1. pp. 56-64.

4. Strogatz, S. H. (2014). Nonlinear dynamics and chaos: with applications to physics,
biology, chemistry, and engineering. Westview press.

5. Chiarella, C. (2012). The elements of a nonlinear theory of economic dynamics (Vol. 343).
Springer Science & Business Media.

6. Panchenko, V., Gerasymchuk, S., & Pavlov, O. V. (2013). Asset price dynamics with
heterogeneous beliefs and local network interactions. Journal of Economic Dynamics and Control,
37(12), Pp. 2623-2642.

7. Official website of the National Bank of Ukraine [Electronic resource]. — Access mode:
http://www.bank.gov.ua.

8. Zakharov, V.S. (2007). Analyz korreliatsyonnoi razmernosty vremennsikh riadov
veidelenyia seismycheskoi enerhyy. Sbornyk trudov studentov, aspyrantov y prepodavatelei kafedry
obshchei y prykladnoi heofyzyky Unyversyteta «Dubna». Moskva. RAEN, Pp. 76-84.

9. Bystrai, H.P. (2010) Analyz zhyvykh system po dlynnym vremennsim riadam metodamy
nelyneinoi dynamiky / H.P. Bystrai, Y.A. Lykov, A.M. Naidych // Sovremennye naukoemkye
tekhnolohyy. Tom 9, Pp. 202 — 203.



http://www.asconf.com/

ECONOMIC PROCESSES MANAGEMENT
international scientific e-journal (ISSN 2311-6293)
epm.fem.sumdu.edu.ua

Ned — 2015

MATEMATHUYHE MOJAEJIOBAHHSA
HEJITHIMHOI IMHAMIKH IIJIATUHHU B YKPATHI
3omuak Jlapuca MukosaiBHa,
KaHOUuOam eKOHOMIUHUX HAYK, 00UeHm Kagheopu eKOHOMIYHOT KibepHemuKu,
Ocranosny Jliiis IlerpiBHa,
Mmazicmpanm Kagheopu eKoHOMIiuHOT KibepHemuKu,
JIveiecokuit nayionanvnuii ynisepcumem imeni leana @panka, Yxpaina

YV cmammi Oocnidoceno Ounamixy puHKy niamuHu 6 YKpaini memooamu HeniHillHOi
ounamiku. [na xypcie naamunu 6 Ykpaini 3a nepioo 2002-2015 pokie obuucieHo: noKasHuk
Xepcma, kopenayiuny po3mipHicmb, KOpenayiiHy eHmponito. 32i0H0 3 pe3yibmamamu 0OYUCIeHb
8UABNEHO HAABHICMb XAOMUYHUX npoyecie y ounamiyi cucmemu. Lle 0ozeonse Kpawe 3po3ymimu
CMpPYKmypy ma 0coo6au8ocmi n08eOiHKU PUHKY NAAMUHLL.

Knwuosi cnosea. ¢paxman, ampaxmop, noxazuux Xepcma, posmipuicmv haz06020
npocmopy, KOpeusyiiuna po3mipHicmb, KOPeaayitiHa eHmponis, HeliHiliHa OUHAMIKA, Meopis Xaocy,
Ginancosuil yacosuil pso, 00pPOOYIHHUL Memai.

MATEMATHYECKOE MOJEJINPOBAHUE
HEJIMHEMHOM JJUHAMMKU IVIATUHBI B YKPAUHE
3omuak Jlapuca HukosaeBHa,
KanHouoam 3KOHOMUYECKUX HAyK, 00UeHm Kagheopvl IKOHOMUUECKOU KUDEPpHEeMUKU,
Ocranosuy JIniaus IlerpoBHa,
Mazucmpanm Kagheopvl IKOHOMUYECKOU KUDepHemuKu,
JIveo06ckuii nayuonanvuwlii ynusepcumem umenu Heana @panxo, Ykpauna
B cmamve uccnedosana ounamuxa peinka niamunsl 6 YKpaume mMemooamu HeNUHeUHOU
ounamuxu. /s kypcoe naamunsl 6 Yrpaune 3a nepuoo 2002-2015 20006 eviuucneno: noxazamens
Xepcma, KoppensyuoHHas pazmepHocms, KoppenayuoHuas swmponuto. CoenacHo pe3yibmamam
BLIYUCTIEHULL  OOHAPYIHCEHO HAIUYUe XAOMUYEeCKUX Npoyeccos 6 OuHamuke cucmemsl. Imo
n0360Jsiem Jyuuie NOHAMb CIMPYKMYPY U 0COOEHHOCMU NOBEOeHUsI PbIHKA NAAMUHbL.
Knrouesvie cnosa:. ¢ppaxman, ammpaxkmop, noxazamenv Xepcma, pazmepHocms ¢haz068020
NpOCMpAHCmMed, KOPPeNAYUOHHAS PA3MEPHOCMb, KOPPETAYUOHHAS SHMPONUs, HeNUHeluHas
OUHAMuKa, meopusi Xaoca, PUHAHCOBbLI BPEMEHHOU PO, OPA2OYEHHbIL Memdall.



