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ABSTRACT

This study aimed to determine the optimal models through ARIMA-GARCH, E-GARCH
and T-GARCH approaches for estimating the volatility of returns to assets in the Information
Technology and Communication Sector. Data were daily closing prices Sector in the Stock
Exchange of Thailand of True Corporation, Advance Info Services, Samart Corporation, and
Samart Telecom companies from May 2003 to April 2008 embracing 1225 observations. The
original data in terms closing prices were transformed in to the rates of return format for each
asset and then subject to Augmented Dickey-Fuller (ADF) test to assure stationary of the time
series. subsequently the optimal models in ARIMA-GARCH, E-GARCH and T-GARCH forms
were determined on the Akaike Information Criterion (AIC) and Schwartz Criterion (SC) for the
minimum values and the models were applied for asset prices extrapolation. The Root Mean

Square Error (RMSE) method was then employed to measure the forecasting accuracy to each



model. Finally, the optimal models were used to estimate the volatility of asset returns in five
future periods from 2 May 2008 to 9 April 2008.

The Unit Roots Test found that the time series of rates of return of the four assets under
study were stationary at level (I(0)). For the stock of True Corporation, the average rate of return
was 0.000038 variance was 0.001489 thus the optimal models appeared to be AR(11) MA(14)
and TGARCH(1,1) which predicted the volatility in the rate of asset return in the five periods to
be 0.000101, 0.000096, 0.000093, 0.000089 and 0.000087 respectively. For the stock of Advance
Info Services, the average rate of return was 0.000547 variance was 0.000518 thus the optimal
models appeared to be AR(1) AR(18) AR(21) MA(3) MA(18) MA(21) and GARCH(1,2) which
predicted the volatility in the rate of asset return in the five periods to be 0.000497, 0.00049,
0.000485, 0.000484 and 0.000485 respectively. For the stock of Samart Corporation, the average
rate of return was 0.001469 variance was 0.000729 thus the optimal models appeared to be AR(1)
AR(11) AR(15) MA(1) MA(11) MA(15) and EGARCH(1,1) which predicted the volatility in the
rate of asset return in the five periods to be 0.000145, 0.000134, 0.000125, 0.000116 and
0.000108 respectively. For the stock of Samart Telecom, the average rate of return was 0.001986
variance was 0.000826 thus the optimal models appeared to be AR(21) AR(18) AR(24) MA(21)
MA(18) MA(24) and TGARCH(1,2) which predicted the volatility in the rate of asset return in
the five periods to be and 0.000324, 0.00014, 0.000273, 0.000144 and 0.000234 respectively.

The overall finding indicate the investment in the stock of Samart Telecom company is
the most worthwhile for having the highest rate of return and low volatility. The next most
attractive investment were in the stock of Samart Corporation and Advance Info Services,
respectively. Investor should not invest in the stock of True Corporation for the reasons of low

average rate of return and high variation



