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Abstract

The objective of this study, GARCH-M model technical analysis in Building and
Fumnishing sector in The Stock Exchange of Thailand, is to formulate a technical analysis tool for
investment. The assumption of this study is that the current prices of securities depend on their
closing prices lagged one period and their risks. Moreover, the variance of time series data is
assumed to vary from time to time. Five companies in the Building and Fumishing sector were
selected, Le. SCC, VNG, SSI, TGP and TPIPL. Data used were weekly closing prices of
276 wecks starting from July 6, 1997 to March 30, 2003,

This study was divided into two parts. The first part focused on the relationship between
the current prices and closing prices lagged one period and their risks, which represented by their
conditional variances. This part used ARMA with GARCH-M model to estimate those relevant
parameters. The study results using this model found that the current closing prices depended on
closing prices lagged one period significantly in all securities but their risks except SCC of which



both estimated parameters were statistically significant. All securities had ARCH and GARCH
terms, which showed the existence of the conditional variances in all time seties data.

The second part was the application of ARMA with GARCH-M model for technical
analysis. This part of the study 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 (RS1). The results found that signals from this model and
RSI were in the same direction and earned capital gain but buy and sell signals from this model
had more frequencies than RSI in all securitics. However, RSI is appropriate for long term
investment because the percentage of capital gain from RSI is greater than the method of
GARCH-M using T 1.0 standard deviation interval confidence for all securities investigated.



