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ABSTRACT 
The Uganda Securities Exchange (USE) is a public market where one can buy and sell 

shares from publicly listed firms. USE is illiquid in the sense that the prices remain 

constant most of the time thus complicating future price predictions. In this paper, we 

circumvent this challenge by combining the Markov Model (MM) and stochastic 

differential equations (SDEs); the exponential Ornstein Uhlenbeck model (XOU) and 

geometric Brownian motion (gBm). In the combined models, the MM was used to capture 

the constant prices in the stock prices while the SDEs were used to capture the 

stochastic price dynamics. Results indicate that combining MM with gBm gives more 

accurate results than combining it with XOU, especially for a short time period. 
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