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THEPNARONG NOPPAGORNVISATE : TECHNICAL TRADING RULE W'[TH TESTING OF
EFFICIENT MARKET HYPOTHESIS POR STOCK EXCHANGE OF THAILAND. THESIS ADVISOR i
THAWATCHAI JITTRAPANUN, Ph.D. 169 pp. ISBN 974-639-063-5

The Stock Market of Thailand (SET) is Thailand's one of the most lmportant fund raising sourccs.
Each mvestor has his own different way to invest or trade any securities there. And the Technical Trading Rule is
one of several means used by them to invest in the sscurities. Howaver, the hypothesis is thal stock exchange
represents a Weak Form Efficient Market thus, the technical trading rule can not be used to seek any excess profits or
abrormal retum, This thesis s set fo test the thres pOpulu_.tcchnical trading rules, namely the Variable-length
Moving Average (VMA), the Fixed-length Moving Average (FMA), and the Trading Range Break-out (TRB), with
the SET daily index from January 1980 to Qctober 1997. The datn is divided into three periods. The results of
experiment show that when transaction cost is taken into account, the VMA. technique could not offer an excess
retun beyond what is normally received. Ip the meantime the FMA and the TRB techniques also yield similar result
when tested with the entire data and the first testing periods. However, when the latter two techniques are tested with
the data in the second and the third periods, it is found that they could not generate abnormal retums either, It is thus
concluded that the Stock Exchange of Thailand is not Weak Form Efficient when testing with the data for the whole
period and the first testing period. Yet, when the dats in the second aﬁd the third testing periods is tested, the SET is

found to be Weak Form Efficient .

The second part of this thesis tests some populer models of stock price’s behavior, namely Random

Walk and First-Order Autoregressive or AR(1). -The objective is to- select the better mode! that best explain the
behavior of the stock index’s movement. In this test, the aforementioned models [Random Walk and AR(1)] ace
used 10 simulate data which is then subjected to the same test as the first part. Next the results of simulated data and
these of actual data are compared. It is found that the AR(1) model explains the behavior of the stock index better

_ than the Random Walk model. However, the AR{1) model is not sufficient to explain the behavior of the stock index

movement,
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