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The Stock Exchange of Thailand (SET) ié the most important investment market in
Thailand. The technical analysis is one of several methods used by investors to invest in the
stocks. Therefore, it should be beneficial if the technical tools are used to analyze the stocks.
Apparently, this study‘ would guide investors to select the most accurate and appropriate tools
for investing in the SET.V This thesis is set to test the three popular technical tools: Relative
Strength Index (RSI), Moving Average Convergence Divergence (MACD) and Modified
Stochastic with daily SET index and ten stock prices from January 1996 to December 2005. The
data is divided into six periods. The results of the experiment show that the technical tools
could be applied in the SET, when transaction cost is taken into account. For SET index, when
compared with Buy and Hold Strategy, MACD can offer better returns in down trend, side way
and long-term investment. Modified Stochastic can also offer better returns in down trend and
side way. For stocks, technical tools that offer better returns are RS! for Blue Chip and
High-risk stocks in side way and long-term investment, Modified Stochastic for High-risk stocks

in side way and MACD for Blue Chip and High-risk stocks in long-term investment.

The second part of this study focuses on the test about model of stock price’s behavior,
Random Walk. The augmented Dickey-Fuller (ADF) test is used to test null hypothesis that the
series has a unit root. The test indicates that most of stock prices cannot reject the unit root

hypothesis at 5% significant level. It also implies that technical analysis cannot be used in SET.





