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In this thesis, market inefficiency is examined with econometric methods and trading rule
methods. For the econometric methods, the multivariate cointegration method is used to examine the
long-run relation between the lag of the high, low and closing values of ASEAN stock market indices.
The stock indices covered are The Stock Exchange of Thailand (SET), Kuala Lumpur Stock Exchange
(KLSE), Philippines Stock Exchange (PSE), Jakarta Stock Exchange (JKSE)and Singapore Straits
Times (ST). For the trading rule methods, the excess returns are examined by using technical trading
rules based on Slow Stochastic indicators (SSTO), Relative Strength Index (RSI), Moving Average
Convergence Divergence (MACD), Exponential Moving Average (EMA) and The Three Line of
Exponential Moving Averages (T-EMA) versus a buy-and-hold strategy using daily data from
February 1992 to July 2004,

The results from testing cointegration show the long-run relationship in two significant
cointegrations on the lag of the high, low and closing values in ASEAN stock market indices at
confidence interval 95%. These results are an indicator of market inefficiency.

The results from examining excess returns from using technical trading rules versus a buy-
and-hold strategy show that T-EMA 1, 5, 10 generates excess returns in all markets. These results are
also an indicator of market inefficiency. In addition, the buy-sell signal of technical analysis tool
generating excess return in all markets is the T-EMA One Way Back. While the buy-sell signals of

technical analysis tools ingenerating excess return in all markets are SSTO Crossover and SSTO

Cross80/20.
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