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Abstract

The objective of this study is to construct a model to test the effectiveness of the
technical analysis models for buying and selling stock. The principie of efficiency testing model
is to simulate the buying and selling of stock by using the past data. It seems like the investor
invests in stock at that time, buys and sells the stock in price and volume of exchange
environment following the past real data and uses the technical analysis models to indicate the
timing of selling and buying. The resulis of the efficiency test will be summarized in form of the
average return on investment énd the standard deviation of return on investment,

Price and volume data for buying and selling stock in the Stock Exchange of Thailand
during the period April 1, 1992 to July 22, 1997 were used as the database in the efficiency test
by sampling 20 percent of each of 3 sampled groups of stock which were Banking,
Communication and Energy group.

This independent study started with reviewing seven technical analysis theories; Reversal
and Continuation Trend, Sideways Pattern, Moving Averages, Bollinger Bands, On Balance
Volume, Stochastics and Relative Strength Index. The study focused on the constraint of buying

and selling signal, which used to be a basic data for creating the efficiency testing model then



converted the model to computer program. Next, the stocks were sampled and used as databases
for a functional program test.

In the functional program test, this study focused on two type of efficiency. First, the
efficiency in term of the return was defined by optimal level of risk and return. Second, the
efficiency of showing signal was defined by frequency or amount of investing cycle of buying
and selling signal. From the result of functional program test, the four top technical analysis
models which had the highest efficiency in ternm of the retum were Sideways Pattern, Reversal
and Continuation Trend, Moving Average and Bollinger Bands. Lastly, the four top technical
analysis models which had the highest efficiency of showing signal were Stochastics, Relative

Strength Index, Bollinger Bands and Moving Average.



