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ABSTRACT

The purpose of this research was to determine a forecasting model of logarithmic return of
the stock index of ASEAN-5 countries including Thailand, the Philippines, Malaysia, Singapore,
and Indonesia; and to apply such model to forecast the ASEAN-5 logarithmic return of stock
indices. The research uses secondary data from the daily stock index of the ASEAN-5 from 2008
to June 2011, which included 3,075 observations. However, before analysis the data were
converted into the logarithmic return and tested with 4 Unit Root Tests including 1) Augmented
Dickey-Fuller Test (ADF); 2) Philips-Perron (PP); 3) GLS-Dickey-Fuller (DF-GLS); and 4)
Eliott-Rothenberg-Stock Point-Optimal (ERS). The results of Unit Root Tests suggest that the
time series data from all variables are stationary at 1(0). The methodology used in the study was to
compare the Bayesian Vector Autoregression (BVAR), which allows an unmodified Bayesian
statistical procedure in order to obtain the best predictive value with the Vector Autoregressive
(VAR), which has previously been widely used. The empirical results confirm that BVAR.lagl is
the best forecasting model for all of the ASEAN-5. This implies that when considering

BVAR.lagl, the logarithmic return of the ASEAN-5 stock index including Thailand, the



Philippines, Malaysia, Singapore, and Indonesia, at 1 lag length, has the greatest impact on the
logarithmic return of the stock index variable in each equation for each country, at the current

time.



