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ABSTRACT

TE 158727

The objective of this study was to analyze risk and retumn of equity. Five companies in
the Agribusiness Sector that had the highest turnover value in 2002, namely ASIAN, CPF,
GFPT, STA and CFRESH respectively, were selected for the analysis. Data used in this study
were weekly closing prices of 260 weeks starting from January, 1998 to December, 2002.

This study was divided into two parts. The first part focused on the relationship between
the current closing prices and their lagged closing prices, lagged error terms and risks, which
represented by their conditional variances. This part applied ARMA with GARCH-M model to
estimate those relevant parameters. The results of unit root test revealed that the closing prices of
those securities were stationary at the first difference [1(1)]. The empirical results also found that
the current closing price of ASIAN stock was significantly depended on its lagged closing prices,
lagped error terms and risk. the current closing price of GFPT and STA securities were found to
be significantly relied on their lagged error terms and risks. In addition, the current closing price
of the CFRESH was found to be significantly depended on its lagged closing prices and lagged

crror tenus. The current closing price of CPF was found to be significantly relied on its lagged
closing, prices. Moreover, the empirical evidence indicated that all securities had ARCH and
GARCH terms, which implied the existence of the conditional variances in all time series data.

The second part was the application of ARMA with GARCH-M model for technical
analysis. This part of the study formulated buy and sell signals by using = 1.0 standard deviation
interval confidence from ARMA with GARCH-M model and compared its performance of
prediction with Relative Strength Index (RSI). Regarding to the GARCH-M technigue, the results
revealed that the ASIAN, CFRESH and CPF securities had capital loss but less than the RSI
method. For the STA stock, the GARCH-M technigue yielded capital loss while the RSI method
yiclded capital gain. Yet, for the GFPT stock, the GARCH-M technigue provided the capital gain
while the RSI method provided the capital loss.





