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ABSTRACT

This study investigated the return volatility of 50 portfolios in the Stock Exchange of
Thailand (SET) using ARIMA- GARCH model. Monthly data for 7 years from May 1996 to
August 2007 on the returns of collections of securities traded in SET, covering 134
observations, were used for the analysis; Specifically, Box- Jenkins approach was applied in
ARIMA-GARCH process to model the conditional volatility of this time series.

The unit roots test was performed by augmented Dickey—Fuller (ADF) technique and the
results indicated the time series under study have unit roots whit the levels data of I(0). The
estimate of correlogram suggested the model corresponding to AGaint namely C AR(4) MA(1)
to be the optimal model but it tended to provide under—estimated values of expected returns. The
analysis of the data in ARIMA-GARCH process revealed GARCH (2,2) to be the appropriate
model and also suggested that the expected returns of all 50 portfolios were the function of 4 "
differencing and the error terms in period one, and that the current volatility of this model was

conditional upon the past error terms in period one and two.





