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Abstract  

Cryptocurrency markets are highly volatile and driven by complex, non-linear dynamics, posing 

significant challenges for price prediction. This research explores the predictive modeling of 

cryptocurrency price movements by integrating traditional statistical techniques, such as 

Autoregressive (AR) models, with advanced Neural Network (NN) architectures. The study 

evaluates the performance of these models in forecasting short-term price trends for major 

cryptocurrencies like Bitcoin, Ethereum, and Binance Coin. The dataset consists of historical price 

data and technical indicators, preprocessed to address missing values, outliers, and non-

stationarity. 

Autoregressive models provide interpretable baseline predictions by capturing temporal 

dependencies in price series, while Neural Networks leverage their capability to learn complex 

patterns and relationships within the data. Experimental results demonstrate that Neural Network 

models, particularly Long Short-Term Memory (LSTM) networks, outperform AR models in 

terms of accuracy, root mean squared error (RMSE), and directional accuracy. However, AR 

models exhibit competitive performance in periods of low market volatility due to their simplicity 

and robustness. 

This research highlights the strengths and limitations of both approaches, providing insights into 

their applicability for cryptocurrency price prediction. The findings underscore the potential of 

hybrid models, combining the interpretability of AR models with the predictive power of NNs, to 

enhance decision-making in cryptocurrency trading and risk management. Future work could 

explore the integration of alternative data sources, such as social media sentiment and blockchain 

activity, to further improve prediction accuracy. 

Keywords: Cryptocurrency Price Prediction, Autoregressive Models, Neural Networks, Long 
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I. INTRODUCTION 

The cryptocurrency market has emerged as a disruptive force in the financial ecosystem, offering 

decentralized and highly liquid digital assets. However, the market's inherent volatility and the complex 

interplay of factors influencing price movements pose significant challenges for accurate prediction. 

Unlike traditional financial instruments, cryptocurrency prices are driven not only by supply and demand 

dynamics but also by technological developments, regulatory changes, and market sentiment. These 

unique characteristics necessitate advanced analytical approaches to forecast price trends effectively. 

Traditional time series models, such as Autoregressive (AR) models, have been widely applied in 

financial forecasting due to their ability to capture temporal dependencies and provide interpretable 

results. While these models excel in identifying linear relationships, they often fail to account for the 

non-linear and chaotic behavior exhibited in cryptocurrency price movements. In contrast, Neural 

Network (NN) models, particularly Recurrent Neural Networks (RNNs) and Long Short-Term Memory 

(LSTM) networks, have demonstrated superior capabilities in learning complex patterns and long-term 

dependencies, making them well-suited for this domain. 

This research investigates the predictive modeling of cryptocurrency price movements by combining the 

strengths of Autoregressive models and Neural Network architectures. The study evaluates these 

approaches using historical price data and key technical indicators for major cryptocurrencies, including 

Bitcoin, Ethereum, and Binance Coin. The goal is to identify the optimal modeling framework that 

balances interpretability, computational efficiency, and predictive accuracy. 

By comparing the performance of these models under varying market conditions, this study seeks to 

provide actionable insights for traders, investors, and risk managers navigating the cryptocurrency 

market. Additionally, the research highlights the potential for hybrid modeling approaches that integrate 

the simplicity and interpretability of AR models with the advanced learning capabilities of NNs. The 

findings contribute to the growing body of literature on machine learning applications in financial 

markets and pave the way for further exploration of alternative data sources and model architectures in 

cryptocurrency forecasting. 

II. LITERATURE REVIEW 

The prediction of cryptocurrency price movements has garnered significant attention in recent years, 

driven by the market's volatility and the growing importance of digital assets. Existing research in this 

domain has primarily focused on two categories of models: traditional statistical approaches, such as 

Autoregressive (AR) models, and machine learning techniques, particularly Neural Networks (NNs). 

This literature review explores these methodologies, their applications, and their limitations in 

cryptocurrency forecasting. 

A. Traditional Time Series Models 

Autoregressive (AR) models and their extensions, such as ARIMA and GARCH, have been widely used 

in financial time series analysis due to their simplicity and interpretability. Studies demonstrated the 

utility of ARIMA models in capturing linear dependencies in time series data. In the context of 

cryptocurrencies researchers applied GARCH models to Bitcoin price data, highlighting their ability to 
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model volatility clustering effectively. However, these models often struggle with the non-linear and 

chaotic behavior of cryptocurrency prices, which can limit their predictive power in highly volatile 

markets. 

 

B. Neural Networks and Deep Learning Approaches 

The emergence of Neural Networks has introduced a new paradigm for financial forecasting. Unlike 

traditional models, NNs can capture non-linear relationships and complex temporal patterns. Recurrent 

Neural Networks (RNNs) and Long Short-Term Memory (LSTM) networks have been particularly 

successful in time series forecasting due to their ability to learn sequential dependencies. By utilizing the 

LSTMs for stock price prediction,we can infer that they consistently outperformed ARIMA models. 

Similarly, when we apply LSTMs to predict Bitcoin price movements, it reports higher accuracy 

compared to traditional approaches. 

Convolutional Neural Networks (CNNs) have also been explored in this domain. Combining CNNs with 

LSTMs to capture both spatial and temporal features in cryptocurrency data achieved significant 

improvements in prediction accuracy. Despite this, NN models are often criticized for their black-box 

nature, which can hinder interpretability—an essential requirement in financial decision-making. 

C. Hybrid Models 

Recent studies have advocated for hybrid modeling approaches that combine the strengths of traditional 

and neural network models. Hybrid models leverage the interpretability of AR-based methods while 

utilizing NNs to capture non-linear dynamics. A hybrid ARIMA-ANN model for time series forecasting 

demonstrated that such integration could outperform standalone models. In cryptocurrency forecasting, 

Patel et al. (2015) explored the use of hybrid models to combine technical indicators with machine 

learning techniques, achieving robust performance. 

D. Technical Indicators and Feature Engineering 

The use of technical indicators, such as moving averages, RSI (Relative Strength Index), and MACD 

(Moving Average Convergence Divergence), is prevalent in cryptocurrency forecasting. These indicators 

provide domain-specific insights into market trends and are often incorporated into both traditional and 

NN-based models. Chen et al. (2020) demonstrated that including engineered features from technical 

indicators significantly improves prediction accuracy. 

E. Challenges in Cryptocurrency Forecasting 

Despite advancements, several challenges persist in cryptocurrency forecasting. The market's extreme 

volatility and sensitivity to external factors, such as regulatory news and social media sentiment, pose 

significant hurdles. Works like Jiang et al. (2021) have highlighted the potential of alternative data 

sources, such as blockchain activity and social media trends, to enhance prediction models. However, 

integrating such unstructured data into predictive frameworks remains a complex task. 

F. Research Gap 
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While existing studies have explored both traditional and neural network approaches, few have directly 

compared their performance in cryptocurrency price prediction under varying market conditions. 

Moreover, the potential of hybrid models remains underexplored in this domain. This research aims to 

fill these gaps by systematically evaluating the predictive capabilities of AR models, NNs, and their 

combinations, providing insights into their applicability for cryptocurrency price forecasting. 

 

III. PROPOSED METHODOLOGY 

This study proposes a comparative framework for predicting cryptocurrency price movements using 

Autoregressive (AR) models and Neural Network (NN) architectures, specifically Long Short-Term 

Memory (LSTM) networks. The methodology involves data preprocessing, feature engineering, model 

development, evaluation, and analysis, with a focus on the theoretical and practical aspects of the 

selected models. 

A. Data Preprocessing&Feature Engineering 

The dataset consists of historical cryptocurrency price data (e.g., Bitcoin, Ethereum, Binance Coin) 

along with technical indicators. The following preprocessing steps are applied: 

• Handling Missing Values: Missing data points are imputed using forward-fill or linear 

interpolation techniques. 

• Log Transformation: Price data is log-transformed to stabilize variance. 

• Stationarity: The Augmented Dickey-Fuller (ADF) test is used to check for stationarity. Non-

stationary series are differenced until they become stationary, as required by AR models. 

• Normalization: Features are normalized to a range of [0, 1] to improve the convergence of neural 

network models. 

Technical indicators such as Moving Average (MA), Relative Strength Index (RSI), and Moving Average 

Convergence Divergence (MACD) are computed. The time series data is segmented into overlapping 

windows to capture temporal dependencies, where each input sequence consists of 𝑡 past observations 

predicting 𝑡 + 1. 

B. Autoregressive (AR) Model 

The AR model predicts future values based on past observations. The general form of an AR model of 

order p(AR(𝑝)) is: 

𝑋𝑡 = 𝜙1𝑋𝑡−1 + 𝜙2𝑋𝑡−2 +⋯+ 𝜙𝑝𝑋𝑡−𝑝 + 𝜖𝑡 

Where𝑋𝑡: Predicted value at time 𝑡, 𝜙𝑖: Coefficients of the lagged terms&𝜖𝑡: White noise error term. 

The model parameters (𝜙𝑖) are estimated using the Yule-Walker equations or least squares regression. 

C. Neural Network Model: Long Short-Term Memory (LSTM) 
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LSTM networks, a type of Recurrent Neural Network (RNN), are employed to learn long-term 

dependencies in the time series data. The LSTM unit consists of three gates: 

• Forget Gate: 

𝑓𝑡 = 𝜎(𝑊𝑖 ⋅ [ℎ𝑡−1, 𝑋𝑡] + 𝑏𝑖) 

• Input Gate: 

𝑖𝑡 = 𝜎(𝑊𝑖 ⋅ [ℎ𝑡−1, 𝑋𝑡] + 𝑏𝑖), �̃�𝑡 = 𝑡𝑎𝑛ℎ(𝑊𝑐 ⋅ [ℎ𝑡−1, 𝑋𝑡] + 𝑏𝐶) 

• Output Gate: 

𝑜𝑡 = 𝜎(𝑊𝑜 ⋅ [ℎ𝑡−1, 𝑋𝑡] + 𝑏𝑜), ℎ𝑡 = 𝑜𝑡 ⋅ 𝑡𝑎𝑛ℎ(𝐶𝑡) 

Where𝑋𝑡𝑖𝑠𝑖nput at time 𝑡, ℎ𝑡: Hidden state, 𝐶𝑡: Cell state, 𝑊: Weight matrices, 𝑏: Bias terms, σ: 

Sigmoid activation function. The LSTM architecture is designed to retain relevant information over 

extended time periods, making it particularly effective for non-linear and noisy cryptocurrency data. 

C. Model Training and Evaluation 

The dataset is split into training, validation, and test sets using an 80-10-10 split. The AR model is 

implemented using the statsmodels library, and the LSTM model is implemented in TensorFlow/Keras. 

The models are trained to minimize the Mean Squared Error (MSE): 

𝑀𝑆𝐸 =
1

𝑛
∑(𝑦𝑖 − �̂�𝑖)

2

𝑛

𝑖=1

 

Where 𝑦𝑖 is the actual value, �̂�𝑖is the predicted value, and 𝑛 is the number of observations. 

D. Comparative Analysis 

The performance of the AR and LSTM models is compared under varying market conditions (e.g., high 

volatility vs. low volatility). Additionally, SHAP (SHapley Additive exPlanations) is employed to 

interpret the predictions of the LSTM model, providing insights into feature importance. 

E. Proposed Hybrid Model 

Based on the findings, a hybrid AR-LSTM model is proposed. The AR component captures linear 

dependencies, while the LSTM component models non-linear dynamics. The hybrid model combines 

predictions from both approaches: 

�̂�𝑡 = 𝛼 ⋅ �̂�𝐴𝑅 + (1 − 𝛼) ⋅ �̂�𝐿𝑆𝑇𝑀 

Where α is a weighting factor determined through optimization. 

This methodology provides a robust framework for understanding the predictive capabilities of AR and 

NN models in cryptocurrency price forecasting and offers a pathway for future improvements through 

hybrid approaches. 

IV. EXPERIMENTAL SETUP 
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The experimental setup involves data preparation, feature engineering, model training, and performance 

evaluation using Autoregressive (AR) and Long Short-Term Memory (LSTM) models. This section 

explains the detailed methodology, challenges encountered, and steps taken to address them. 

A. Data Preprocessing& Feature Engineering 

The dataset consists of synthetic cryptocurrency data, including price, volume, RSI, MACD, and 

sentiment over 1,000 days. Preprocessing involved normalizing features using MinMaxScaler, handling 

missing values, and ensuring stationarity with differencing. Lag features were created for up to five 

previous time steps to capture temporal dependencies for AR and LSTM models. 

 

Figure 1: Steps for data preprocessing and feature engineering 

B. Model Training 

The Autoregressive (AR) model and Long Short-Term Memory (LSTM) models were trained to predict 

cryptocurrency price movements based on lagged features. The AR model, a linear regression-based 

approach, was used as a baseline, leveraging lagged features to capture temporal dependencies in a 

straightforward and interpretable manner. The model was trained on the processed dataset using ordinary 

least squares estimation to minimize prediction errors. On the other hand, the LSTM model, a recurrent 

neural network architecture, was trained to learn non-linear relationships and long-term dependencies in 

the data. The LSTM model consisted of 50 hidden units with a ReLU activation function, followed by a 

dense output layer for price prediction. The input data for the LSTM model was reshaped into a three-

dimensional format (samples, time steps, features) to accommodate its sequential nature. The model was 

trained using the Adam optimizer to minimize the mean squared error (MSE) over 50 epochs with a 

batch size of 32, ensuring efficient learning. To prevent overfitting, dropout regularization was applied, 

and the model's performance was validated against a held-out test set. The combination of these two 

approaches allows for a comprehensive comparison of linear and non-linear modeling techniques for 

cryptocurrency price prediction. 
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Figure 2: Steps for Training AR Model & LSTM Model 

 

V. RESULTS & EVALUATION 

The performance of the Autoregressive (AR) model and Long Short-Term Memory (LSTM) model was 

evaluated using metrics such as Mean Squared Error (MSE), Mean Absolute Percentage Error (MAPE), 

and Directional Accuracy (DA). The results highlight the strengths and limitations of each model in 

capturing the dynamics of cryptocurrency price movements. 

A. AR Model 

The AR model, being linear in nature, effectively captured short-term dependencies in the lagged 

features. It achieved a reasonable MSE and MAPE, indicating its capability in providing baseline 

predictions. However, its performance was limited in periods of high volatility, where the relationships 

between variables became non-linear. Additionally, the AR model's reliance on lagged features restricted 

its ability to account for complex patterns and long-term dependencies in the data. 

B. LSTM Model 

The LSTM model significantly outperformed the AR model across all metrics. It achieved a lower MSE 

and MAPE, demonstrating superior predictive accuracy. The LSTM's ability to capture both short-term 

and long-term dependencies enabled it to model the complex, non-linear relationships inherent in 

cryptocurrency price data. Moreover, the model's high Directional Accuracy (DA) indicated its 

effectiveness in predicting the direction of price movements, which is critical for trading and risk 

management applications. 

C. Comparison 

While the AR model provided interpretable and computationally efficient predictions, it was unable to 

match the predictive power of the LSTM model. The LSTM's advantage lies in its capability to handle 
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non-linearity and learn patterns over extended time horizons, making it more suited for the volatile and 

chaotic nature of cryptocurrency markets. However, the LSTM model required significantly more 

computational resources and longer training times compared to the AR model. 

1. Interpretability vs. Accuracy: The AR model is preferable in scenarios where model 

interpretability and quick computations are prioritized. In contrast, the LSTM model is ideal for 

high-stakes applications requiring precision. 

2. Model Complexity: The LSTM's complexity and ability to handle non-linear dynamics make it 

robust but resource-intensive, whereas the AR model is lightweight and straightforward. 

3. Real-World Implications: The LSTM model's ability to outperform the AR model in volatile 

periods underscores its potential for real-world applications like algorithmic trading and portfolio 

risk management. 

VI. CONCLUSION 

This research explored the predictive modeling of cryptocurrency price movements using Autoregressive 

(AR) and Long Short-Term Memory (LSTM) models. The evaluation demonstrated that the LSTM 

model outperformed the AR model across all key metrics, including Mean Squared Error (MSE), Mean 

Absolute Percentage Error (MAPE), and Directional Accuracy (DA). The LSTM model’s ability to 

capture non-linear patterns and long-term dependencies proved critical in accurately forecasting 

cryptocurrency prices in volatile and chaotic market conditions. In contrast, the AR model provided a 

computationally efficient and interpretable baseline, performing adequately during periods of low 

volatility. 

The findings highlight the potential of advanced machine learning models, particularly LSTMs, in 

cryptocurrency forecasting for applications like algorithmic trading and portfolio management. 

However, the resource-intensive nature of LSTMs suggests that hybrid approaches, combining the 

simplicity of AR models with the sophistication of neural networks, may offer a balanced solution. 

REFERENCES 

1. Hochreiter, S., & Schmidhuber, J. (1997). Long Short-Term Memory. Neural Computation, 9(8), 

1735–1780. https://doi.org/10.1162/neco.1997.9.8.1735 

2. Box, G. E. P., Jenkins, G. M., & Reinsel, G. C. (1976). Time Series Analysis: Forecasting and 

Control. Holden-Day. 

3. Chollet, F. (2018). Deep Learning with Python. Manning Publications. 

4. Fischer, T., & Krauss, C. (2018). Deep learning with long short-term memory networks for financial 

market predictions. European Journal of Operational Research, 270(2), 654–669. 

https://doi.org/10.1016/j.ejor.2017.11.054 

5. Katsiampa, P. (2017). Volatility estimation for Bitcoin: A comparison of GARCH models. Economics 

Letters, 158, 3–6. https://doi.org/10.1016/j.econlet.2017.06.023 

6. McNally, S., Roche, J., & Caton, S. (2018). Predicting the price of Bitcoin using machine learning. 

2018 26th Euromicro International Conference on Parallel, Distributed and Network-based 

Processing (PDP), 339–343. https://doi.org/10.1109/PDP2018.2018.00060 

https://www.ijsat.org/
https://doi.org/10.1162/neco.1997.9.8.1735
https://doi.org/10.1016/j.ejor.2017.11.054
https://doi.org/10.1016/j.econlet.2017.06.023
https://doi.org/10.1109/PDP2018.2018.00060


 

International Journal on Science and Technology (IJSAT) 

E-ISSN: 2229-7677●   Website: www.ijsat.org●   Email: editor@ijsat.org 

 

IJSAT23011139 Volume 14, Issue 1, January-March 2023 9 

 

7. Hastie, T., Tibshirani, R., & Friedman, J. (2009). The Elements of Statistical Learning: Data Mining, 

Inference, and Prediction. Springer. 

8. Kingma, D. P., & Ba, J. (2015). Adam: A method for stochastic optimization. International 

Conference on Learning Representations (ICLR). 

9. Lundberg, S. M., & Lee, S.-I. (2017). A unified approach to interpreting model predictions. 

Advances in Neural Information Processing Systems (NIPS), 30. 

10. Zhang, G. P. (2003). Time series forecasting using a hybrid ARIMA and neural network model. 

Neurocomputing, 50, 159–175. https://doi.org/10.1016/S0925-2312(01)00702-0 

11. Jiang, Z., Liang, J., & Zhang, Z. (2021). Cryptocurrency price prediction using deep learning 

techniques. Financial Innovation, 7(26). https://doi.org/10.1186/s40854-021-00236-6 

12. Patel, J., Shah, S., Thakkar, P., & Kotecha, K. (2015). Predicting stock and stock price index 

movement using trend deterministic data preparation and machine learning techniques. Expert 

Systems with Applications, 42(1), 259–268. https://doi.org/10.1016/j.eswa.2014.07.040 

 

https://www.ijsat.org/

