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ABSTRACT

The objectives of the study are (i) to understand the No.3 rubber ribbed smoked sheet
(RSS3) trading situation and (ii) to forecast its short-run price on the Agricultural Futures
Exchange of Thailand (AFET), based on daily and weekly price data for the contract months of
November, December 2007, and January 2008. In doing so, this study employs the Holt-Winters
no-seasonal method and the single exponential smoothing method, both of which are techniques
suitable for short-run forecasting. A model that fits the data was then chosen through a
determination of the lowest forecast error; this being the root mean square error (RMSE).

According to the study, it was found that RSS3 has been the product with the highest
trading volume among the futures contracts since the inception of the AFET, and when compared
with other products listed on the market. Furthermore, the growth rate in the trade of this contract
has increased continuously. Even though RSS3 is the most traded product on the AFET, it cannot
be compared with those products on international futures markets like the Tokyo Commodity
Exchange (TOCOM) of Japan, where the products have been developed over a longer period and
have gained greater liquidity. Thus, the AFET has not yet been able to attract a significant number

of investors or speculators.



For those forecasts using the Holt-Winters no-seasonal method and the single
exponential smoothing method, based on daily and weekly data and utilizing all three RSS3
futures prices on the AFET, the resulting estimates found that analyzing with the Holt-Winters
no-seasonal method produces a lower RMSE than the single exponential smoothing method. It
can therefore be said that forecasts using the Holt-Winters no-seasonal method produce a better fit
with the set of data used. The RMSE for the five-day forecast using the daily data model over the
contract months of November and December 2007, and January 2008, are: 0.52, 0.36 and 0.59
respectively, while the RMSE for the four-week forecast using the weekly data model over the
contract months of November and December 2007, and January 2008, are: 0.15, 0.31 and 0.31
respectively.

The concepts developed in this study and the aforementioned findings may benefit
those who participate in RSS3 futures trading on the AFET, or interested individuals who wish to
incorporate the findings into their RSS3 trading decision making framework for the AFET for
appropriate periods and prices, so as to reduce trading risk. The findings may also help decrease
the requirement for, and thus the costs of purchasing trend analysis information or price analyses

from brokers, as the information is not too difficult to analyze and interpret.



