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The Analysis of Returns’ Volatilities for Industry Groups in the
Stock Exchange of Thailand
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Abstract

The objective of this study was to determine the best model for analysis of return volatility for each
industry group in the Stock Exchange of Thailand. This study compared the performance of GARCH and
EGARCH. The obtained model would be used to estimate return volatility and predict future return.
Moreover, this study conducted the analysis to determine the cointegration between macroeconomic factors
and return for industry groups by using Cointegration test. By using time-series based secondary data, the
researchers selected daily data from 5 January 2004 to 30 December 2014, totaling 2,689 days in 10 years.
The results of this study indicated that the exponential generalized autoregressive conditional
heteroskedasticity (EGARCH) model had better predictive efficiency than generalized autoregressive
conditional heteroskedasticity(GARCH) in all industry groups. Moreover, the results indicated that Student-t
distribution based model was more suitable than Normal distribution based model. Besides, cointegration test
showed that exchange rate and interest rate had negative relationship to rate of return for all industry groups

in the Stock Exchange of Thailand.

Keywords: Volatility of return, GARCH, EGARCH, Cointegration
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AGRO | CONSUMP | FINCIAL INDUS | PROPCON | RESOURC | SERVICE | TECH
Mean 3.51x10" | 2.09x10" | 2.60x10" | -1.68x10° | 1.07x10" | 1.76x10™ | 4.65x10" | 2.91x10™
S.D. 1.09x107 | 7.06x10° | 1.64x10° | 1.60x10° | 1.45x10° | 1.74x10° | 1.15x107 | 1.64x10”
Minimum -0.094 -0.066 -0.194 -0.128 -0.155 -0.172 -0.112 -0.208
maximum 0.064 0.068 0.107 0.082 0.100 0.126 0.081 0.129
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EGARCH(2,2) N4 error distribution (41U student-t distributions nJuLmumaamummmmzﬁwmﬂ‘nqﬂ
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ﬂéﬂ@ﬂﬁ"’?’iﬂ?ﬁw IO IGEN Error Distribution
AGRO EGARCH(2,2) student-t distributions
CONSUMP EGARCH(2,2) student-t distributions
FINCIAL EGARCH(2,2) student-t distributions
INDUS EGARCH(2,2) student-t distributions
PROPCON EGARCH(2,2) student-t distributions
RESOURC EGARCH(2,2) student-t distributions
SERVICE EGARCH(2,2) student-t distributions
TECH EGARCH(2,2) student-t distributions

i : ;nmsmunw
3.2 wamsanIANNFTusEgasn wluszayeddie3F Cointegration Test
MIAnEIANUFNTUT VoA TAI8MINATDY cointegration 111 1agMsUszIAUMANNITAIE
ﬁﬁwﬁ'&ﬁmﬁaﬂﬁqsﬂ (OLS) U&MIAIANINAD (residuals) WINATDL unit root WU AUAINADISNHULIIY
(stationary) HEA4I1DATINAADVUNULADLNGUYATINNIT TN saswandou nazsasiaoni s 3
anuduriusiFigasnmlussezen (cointegration) 1 faa13197 5

M9 5 wammmammmﬁwmmmwﬁa (residuals)

Test critical values
Industry ADF test Prob. Result
1% level 5% level 10% level

AGRO -3.430 -2.860 -2.570 -49.026 0.0000%** Cointegration
CONSUMP -3.430 -2.860 -2.570 -53.709 0.0000*** Cointegration
FINCIAL -3.430 -2.860 -2.570 -49.285 0.0000*** Cointegration
INDUS -3.430 -2.860 -2.570 -49.202 0.0000*** Cointegration
PROPCON -3.430 -2.860 -2.570 -48.726 0.0000*** Cointegration
RESOURC -3.430 -2.860 -2.570 -51.136 0.0000%** Cointegration
SERVICE -3.430 -2.860 -2.570 -49.082 0.0000%** Cointegration
TECH -3.430 -2.860 -2.570 -50.493 0.0000%** Cointegration
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Independen t- F-
Dependent Coefficien | Std.Erro R- D.W
Statisti Prob. Statisti
variables squared
variables
0.001**
Constant 0.012762 0.003846 3.32
0.0030*
AGRO Exchange -0.000122 | 0.000064 -1.91 0.057 5.83 1.51
0.001**
Interest -0.001214 | 0.000361 -3.36
0.002**
Constant 0.007791 0.002493 3.13
CONSUM 0.0097*
4.64 1.56

Exchange -0.000106 | 0.000041 -2.55 0.011%*

Interest -0.000596 | 0.000234 -2.54 0.011%*

Constant 0.012291 0.005804 2.12 0.034**

FINCIAL Exchange -0.000140 | 0.000096 -1.45 0.147 2.25 0.1055 1.52

Interest -0.001089 | 0.000545 -2.00 0.046%*
0.001%*
Constant 0.018320 0.005654 3.24
0.0040*
INDUS Exchange -0.000211 | 0.000094 -2.25 0.025** 5.54 1.46

0.002%*
Interest -0.001673 | 0.000531 -3.15
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Constant 0.013041 .005124 2.55 0.011%*
0.0397*
PROPCON Exchange -0.000189 | .0000851 -2.22 0.026** 3.23 1.46
Interest -0.000969 | .0004815 -2.01 0.044**
Constant 0.008515 0.006165 1.38 0.167
RESOURC Exchange -0.000029 | 0.000102 -0.29 0.775 1.96 0.1414 1.57
Interest -0.001107 | 0.000579 -1.91 0.056
Constant 0.010222 0.004079 2.51 0.012%*
0.0465*
SERVICE Exchange -0.000158 | 0.000068 -2.33 0.020%* 3.07 1.47
Interest -0.000653 | 0.000383 -1.70 0.088*
Constant 0.011086 0.005811 1.91 0.057*
TECH Exchange -0.000179 | 0.000097 -1.85 0.064* 1.89 0.1507 1.62
Interest -0.000701 | 0.000545 -1.28 0.199

* %% % Sionificant N1 0.10, 0.05 182 0.01 AUAIAU
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Chang Su. (2010). Adpplication of EGARCH Model to Estimate Financial Volatility of Daily Returns: The
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Gothenbure, China.
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