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ABSTRACT

In equity market investing, abnormal returns are the differences between a single
stock or portfolio's performance and the expected return over a set period of time. A stock
market index is generally used as a benchmark for the expected return. This paper illustrates
the market timing ability to generate abnormal returns using moving average crossover method.
In this study, the market timing approach was tested extensively on Thailand’s stock market
index from its first trading day in April 1975 to the end of June 2013. Different values of short-
period and long-period moving averages were used so as to designate “buy” and “sell” signals.
Investment returns obtained from the approach were compared with the market returns over
different investment time spans and different market trends, including up trends, downtrends,
and sideways. After adjusting for transaction costs, there is strong evidence that, from an overall
perspective, this market timing approach is capable of generating abnormal returns especially
during the market downtrends. In addition, using long-period moving averages between 15-50

days provides the highest values of abnormal returns among others.

Keywords: Market Timing, Technical Analysis, Abnormal Return, Moving Average
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