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ABSTRACT 

 
The objective of this study was to apply the GARCH-M model and to test an accuracy 

of the GARCH-M model for forecasting the stock in Transportation Sector.  The data in this study 
was selected from 4 stocks that had the highest market capitalization value in 2004, including 
Thai Airways International Public Company Limited (THAI), Thoresen Thai Agency Public 
Company Limited (TTA), Precious Shipping Public Company Limited (PSL) and Bangkok 
Expressway Public Company Limited (BECL). Data used in this study were weekly closing 
prices of 260 weeks during January 2000 to December 2004. 
 The methodology in this study was divided into two parts. The first part tested a 
relationship between the current prices and closing prices at one lagged period and their risk, 
which represented by their conditional variance.  The results of Unit Root test revealed that the 
closing prices of stocks under study were non-stationary and characterized by an I(1) process. 
Also, the results indicated that the current closing prices would only depend on an error at one 
lagged period  and  their  risk  significantly in all stocks, except the current closing price of THAI 
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would only depend on  its closing price at  one  lagged  period.  In addition, all stocks had ARCH 
terms which showed the existence of the conditional variance. 

The second part was to apply the ARMA with the GARCH-M model for technical 
analysis.  This part formulated buy and sell signals by using  ± 1.0 standard deviation interval 
confidence from ARMA with GARCH-M model and compared its performance of prediction 
with Relative Strength Index (RSI). The results found that the signals from the GARCH-M model 
had more frequencies of buy and sell signals than the RSI in all stocks. According to the 
simulation from buy and sell signals, the GARCH-M model of  TTA, PSL and BECL yielded less 
capital gain than the RSI, but THAI only yielded capital loss. The rate of capital gain (loss) with 
investment cost advised that the percentage investment of capital gain from the RSI was greater 
than the method of GARCH-M using  ± 1.0 standard deviation interval confidence for all stocks. 
Therefore, in this study, the RSI was more appropriate than the GARCH-M model. 
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