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Abstract 

 
The purposes of the study are; (1) to test the market efficiency of the Stock 

Exchange of Thailand, (2) to develop a decision-making approach for market timing 
via technical analysis, (3) to develop a technical analysis method using moving 
averages, and (4) to determine and compare the returns that investors receive before 
and after transaction costs were executed.    

The moving average was employed as a tool for market timing in order to 
achieve the highest possible return.  Decision making rules were established and were 
put to test using daily closing prices of the stock market index spanning over 38 years 
from the first trading day.    A computer program was constructed. It has been used to 
simulate different durations of moving averages so as to indicate buy and sell signals.  
Corresponding returns and risks calculated via these rules were compared with those 
from the buy-and-hold strategy during the same observation period.   Weak-form 
market efficiency was tested using nonparametric statistics.    

The research findings were as follows: (1) The market timing using an 
appropriate simple moving averages between 15-50 days were able to generate higher 
returns and lower risks than the buy-and-hold strategy on a consistent basis.  This was 
due to the ability to minimize losses during market downtrends. (2) Transaction costs 
would diminish a larger portion of returns under the market timing approach, 
especially when using a shorter time period of less than 10 days. (3) The Stock 
Exchange of Thailand was tested and results revealed that it is inefficient at the weak-
form.  Therefore, the market timing approach developed in this study is capable of 
achieving abnormal returns in the long run.            
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