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The SETS0 Index Prediction from Foreign Indices

Chanitda Thanadka®

Abstract

This research studies the determination of the prediction equation for Thailand’s
SET50 index from 14 foreign daily closing price indices during 14 June, 1996 to 25 May, 2011
including America (DJI, SP500), England (FTSE100), France (CAC40), Germany (DAX),
Australia (AORD), China (SSE), Japan (NIK225), Hong Kong (HSI), Korea (KS11), Singapore
(STI), Taiwan (TWII), Indonesia (JKSE) and Malaysia (KLSE). The closing price indices of
current trading day are chosen when the trading hours of those countries are before Thailand
stock market and the closing price indices of 1 day prior to the current trading day are chosen
when the trading hours of those countries are after or at the same time as Thailand stock
market. In this study, 11 independent variables chosen by stepwise forward selection method
are DJI, FTSE100, CAC40, DAX, SSE, JKSE of the previous day and AORD, NIK225, KS11,
STI, KLSE of the same day as the current trading day. The prediction equation has R?*=0.965
and from the trial substitution to this prediction equation, it was found that the difference
between the predicted and actual values for the most data points are within -30 points to +30
points range. In addition, the researcher recommends how to increase the chances for making
profit in SET50 index futures, SET50 index options and TDEX from the result of the given

prediction equation.
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A13199 1 Wa’anN1Ivin Stepwise Regression YDNAUANT (1)

Dependent Variable: SET50 Method: Stepwise Regression
Sample: 4/28/2006 5/25/2011 Included observations: 940
No always included regressors Number of search regressors: 15
Selection method: Stepwise forwards Stopping criterion: p-value forwards/backwards = 0.05/0.05
Note: final equation sample is larger than stepwise sample (rejected regressors contain missing values)
Coefficient Std. Error t-Statistic Prob.*
KS11 0.258561 0.010925 23.66651 0.0000
SSE1 -0.004754 0.001853 -2.565189 0.0105
C -141.7100 11.76007 -12.05010 0.0000
DJI1 0.026949 0.002920 9.228615 0.0000
JKSE1 0.149149 0.006384 23.36304 0.0000
KLSE -0.108181 0.019835 -5.454151 0.0000
STI -0.065750 0.008505 -7.730683 0.0000
DAX1 -0.063931 0.004873 -13.11991 0.0000
FTSE1001 0.017548 0.007017 2.500692 0.0126
CAC401 0.071696 0.009505 7.543212 0.0000
AORD -0.025865 0.005805 -4.455369 0.0000
NIK225 0.004289 0.001538 2.789297 0.0054
R-squared 0.964756 Mean dependent var 521.4746
Adjusted R-squared 0.964339 S.D. dependent var 112.4407
S.E. of regression 21.23355 Akaike info criterion 8.961726
Sum squared resid 418401.4 Schwarz criterion 9.023588
Log likelihood -4200.011 Hannan-Quinn criter. 8.985308
F-statistic 2309.364 Durbin-Watson stat 0.275824
Prob(F-statistic) 0.000000
Selection Summary
Added KS11Added SSE1Added CAdded FTSE1001Added JKSE1Added KLSEAdded STIAdded
NIK225Added TWIIAdded CAC401Added DAX1Removed NIK225Added DJI1Removed FTSE1001 Added
AORDAdded NIK225Added FTSE1001Removed TWII
*Note: p-values and subsequent tests do not account for stepwiseselection.
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