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ABSTRACT

This study aims at analyzing fluctuation of rate of return of stock index futures in the
derivative market using ARIMA-EGARCH model. The study investigated the stock index futures
in 4 countries: Thailand, the United States of America, Japan, and Hong Kong by using time-
series data of closing price reported since April 28, 2007 till May 31, 2008. There were 636 sets
of data from TFEX, 659 from DOW JONES, 664 from S&P, 617 from NIKKEI, and 638 from
HANG SENG.

The results of unit root test by using Augmented Dickey-Fuller test (ADF test) revealed
that the rate of return of stock index futures in the four countries was stable at Level (I(0)).
According to the Correlogram results, only one appropriate model was selected to be used for
analyzing the rate of return of stock index futures in each country. ARIMA-EGARCH model was
used after the correctness of all models had been checked, and it was found that the selected
models were white noise with statistical significance of 0.05.

The forecasts of the rate of return of stock index futures in each country showed that the

most appropriate models for TFEX, DOW JONES, S&P, NIKKEI, and HANG SENG were



model AR(3) MA(3) and E-GARCH (1,1); model AR(16) MA(16) and E-GARCH(1,1); model
AR(11) MA(11) and E-GARCH(1,1); model AR(1) AR(6) MA(1) MA(6) and E-GARCH(1,1);
model AR(1) AR(33) MA(1) MA(33) and E-GARCH(1,1), respectively. These models were the
most appropriate models for forecasting the rate of return of stock index futures in each market.
The study evaluated fluctuation of the rate of return in the 5 later periods during December 1-5,
2008. In TFEX, the fluctuation values were 0.0010800522  0.000855076  0.023907009
0.02407811 and 0.02177507, respectively. For DOW JONES, the fluctuations were 0.028727776
0.026690253  0.02487798 0.023424936 and 0.021852503, respectively. In S&P, the values
were 0.027022607 0.025498763 0.024036424 0.022765702 and 0.021500247, respectively.
In NIKKEI, the fluctuations were 0.027292584 0.025218082  0.023371332  0.002104408
and 0.012952205, respectively. For HANG SENG, the fluctuation values were, 0.027425402
0.024547017 0.021554331 0.0019522774 and 0.01695105, respectively.

It can be concluded from this study that the appropriate model for forecasting the rate of
return of stock index futures in each market is different depending on the movement of stock
price in each country. This will help investors understand the fluctuation patterns of the rate of
return of stock index futures, so the investors can manage their investments according to their

investment goal further.



