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ABSTRACT

176487

This study was intended to arrive at the best performing Neural Networks Model in
forecasting securities prices and to compare the power of this Model and that of ARIMA with
EGARCH-M Model in accurate prediction. At utilized SET Index, SET50 and prices of PTT,
TPI, and BBL securities which had the highest trading values in the Stock Exchange of Thailand
(SET) during 2003 — 2005; and the data covered daily observations from 1 January 2003 to 31
December 2005 making it 783 days in total.

The study was divided into two parts. The first part involved the identification of the best
performing Neural Networks and ARIMA with EGARCH-M models for each set of data for
prediction purpose. The second part dealt with comparison of predictive power between the two
models based on MAPE (Mean Absolute Percentage Error) criteria,

The predicted values of SET, SET50, PTT, TPI and BBL from Neural Networks Model
application yielded the MAPE values of 1.2956, 1.2928, 1.5367, 3.4879 and 1.1967, respectively.

Meanwhile, the case of ARIMA with EGARCH-M Model got the MAPE values of 0.5972,
0.6980, 1.1554, 2.1304 and 0.9382, respectively. Thus, it could be concluded that the latter model

had relatively more accurate predictive capability.

The reason for Neural Networks Model to perform poorer in predictive capability was the
drawback in model construction in terms of overuse of data entry and overuse of neurons in
hidden layer. Furthermore, the selection of forecasting model based on MSE value might lead to

the problem of over-fitting.





