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ABSTRACT 
 

This study has the objective to estimate the volatility of stock return by GARCH Method 
and by Black and Scholes Model for the assetment of warrant values. Data come form weekly 
time series during January 2002- March 2005 of stock prices of five securities including Bank of 
Ayudhya wBAY, Picnic gas and Engineering Co.Ltd.-PICNIC, Shin Corporation Co.Ltd.-SHIN, 
Jasmine International Co.Ltd.- JAS, and Charoen pokphand Food Co.Ltd-CPF. 

The investigation revealed that the return data of all 5 securities were stationary at I(0). 
The resulted estimates of volatility by GARCH and ARIMA method were applied for the 
assessment of warrant values yielded the conclusion that the assessed warrant values by GARCH 
method (1,1) had 69.12% deviation from the actual prices of warrants in the case of BAY, by 
ARIMA (0,0,1) 37.2% for PINIC, by ARIMA (1,0,1) 9.5% for SHIN, by ARIMA (2,0,2) 7.14% 
for JAS and 13.69% for CPF. 
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The same procedure as undertaken above but through the original Black and Scholes 
Model yielded the results that the assessed warrant values had 57% deviation in the case of BAY, 
37.6% for PICNIC, 10.5% For SHIN, 7.14% for JAS and 24.6% for CPF. 

 It can be concluded that GARCH model is less efficient than the original Black 
and Scholes Model in estimating the volatility of stock prices for the purpose of application to 
assess warrant values. 
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