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Abstract

Daily banking share prices in Thailand over 1994-1999 period were analysed. This
objective is to describe the variation of banking shares in the stock market and to
develop an appropriate statistical model for describing the stochastic volatility of share
returns. These data were collected from seven financial institute (BAY, BBL, BOA,
IFCT, KTB, SCB, TFB) during 4™ January 1994 to 30™ December 1999, comprising
1468 trading days. The general autoregressive conditional hereroscedasticity (GARCH)
model and time series analysis were used, it was found that the correlations between
returns are positive. Using principal components (PC) analysis, the largest component,
PC1 (based on summing the share returns from the seven banks) accounts for just over
67% of the variance. And the smallest component, PC7 (based on the difference
between the BBL and TFB share returns) accounts for just 2.8% of the variance. The
standard deviations of PC1 and PC7 are constant from 1994 to mid 1997, but fluctuated
quite a lot during the period from mid 1997 to 1999.
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