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ABSTRACT

The objective of this study, GARCH-M model technical analysis in the Energy
Sector in The Stock Exchange of Thailand, was to apply a GARCH-M mode! and to test
an accuracy of the GARCH-M model for forecasting the securities in Energy Sector.
The data in this study was selected from 5 stocks in the Energy Sector including
BANPU, EGCOMP, PTT, PTTEP and RATCH during January 1999 to December 2003,
totally 260 weeks.

The methodology in this study involved two steps. The first step tested a
refationship between the current prices and closing prices lagged one period and their
risks, which represented by their conditional variances. This part, the data of BANPU,
EGCOMP, PTTEP and RATCH were stationary at 1* difference by Unit Root Test. Yet,
PTT was stationary at 1% difference (PTT (1)) and at 2™ differences (PTT 1(2)).
Moreover, the ARMA with GARCH-M model was employed to estimate these relevant
parameters. The results found that BANPU, PTT (2}, PTTEP and RATCH had GARCH-
M term or risk (h{'z) significantly, and their coefficients were 0.245, 0.019, 0.590, and
0.108, respectively. However, EGCOMP and PTT {(1) were not found GRACH-M term.



The second step was 1o apply the ARMA with GARCH-M model for technical
analysis. This part formufated buy and sell signals by using + 1.0 Standard Deviation
interval confidences from ARMA with GARCH-M model and compared its performance
of prediction with Relative Strength Index (RSI). The results found that signals from thig
model had more frequencies than RS in all stocks, Thus, BANPU, PTT I(1) and RATCH
securities had more capital gain than RSI. Yet, EGCOMP had less capital loss than
R8I, and PTT I{2) had more capital loss than RSI.

Therefore, RS is appropriate for fong investment because the percentage of
capital gain from RS| was grater than the method of GARCH-M using + 1.0 Standard

Deviation interval confidence for all stocks investigated.



