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ABSTRACT

The propose of this dissertation is to estimate the univariate and the
multivariate conditional volatility models in the ten most active trading value stocks
in the Stock Exchange of Thailand. The long memory models are also employed to
estimate the volatility of the index returns in South-East Asian stock exchanges,
namely Indonesia, Malaysia, Thailand, and Singapore. Moreover, this dissertation
applies the volatility models for calculating and forecasting Value-at-Risk (VaR). The
empirical results show that the estimates are highly statistically significant. The

univariate conditional volatility models provide the well performance on each series
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of the ten most active trading stocks and the multivariate models give the high and
dynamic correlations among those stocks. For incorporating volatility spillover
effects, the VARMA-GARCH model is used for the ten stocks. The evidence for the
highest volatility spillovers is BANPU which would affect volatility of most stocks.
Asymmetric effects are statistically significant in five stocks named KBANK, PTT,
PTTCH, SCB, and TTA. Therefore, the VARMA-AGARCH model which captures
the asymmetric effects is superior to the VARMA-GARCH model.

In order to compare the performances of the several volatility models for asset
returns and volatility measures, the conditional volatility and the long memory models
are highly considered. The evidences show the volatility of asset returns has a long
memory. The autocorrelation of measures of volatility decline slowly at a hyperbolic
rate. The long memory models perform excellently in estimating the volatility as well.

Finally, the single-index and the long memory models are applied in
calculating and forecasting Value-at-Risk (VaR) thresholds of the portfolio returns of
four stock market indexes in South-East Asia. The results show that the single-index
models lead to lower daily capital charges while the long memory models lead to
lower the number of violations. There is a trade-off between the number of violations
and daily capital charges, with a higher number of violations leading to a higher
penalty and lower daily capital charges through lower VaR. The penalties imposed
under the Basel Accord tend to favour the model which has an excessive number of

violations.



