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Modeling and forecasting of time series is one of the major tasks of econometrics. There is a wide range of forecasting methods, each having its own advantages, drawbacks and application area. The volatility modeling problem stands out among these tasks since volatility is an unobserved variable as opposed to, e.g., instruments prices or interest rates curve.
It is planned to present a method based on the widely known GARCH model and fuzzy logic. In short, the algorithm can be described as follows. Input is divided into several fuzzy clusters, and a local GARCH model is applied inside of each cluster. Then the outputs of local models are aggregated into a single output via previously selected membership function.
Empirical part of the research is conducted on the historical values of the RTS index, which is the main stock index of Russian market. There are two classic GARCH models used as benchmarks: one model is without retraining, and another one features retraining. Performed computations prove the existence of fuzzy GARCH systems which demonstrate more accurate forecasts as compared with classic models.
There are papers on the same theme featuring similar results which are based on the stock indices and stocks of the USA, Brazil, Taiwan, Japan, Germany and other countries ([1] – [5]). It is suggested to show that the discussed model can also be successfully applied to the major Russian stock index.
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