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Testing Market Efficiency by using Technical Analysis

and Evaluating Performance of Technical indicators
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ABSTRACT
The objective of this study is to test the efficiency of the market by using technical analysis and
evaluating the performance of the technical indicators. The technical analysis tools which we apply are Exponential
Moving Average (EMA), Relative Strength Index (RSI) and Money Flow Index (MFI) were used to find buying
and selling signals. To test the efficiency of the market, we compared the investment signaling from technical
analysis and normal investment (Buy and Hold). This study use closed price and Volume of Stock Exchange

Thailand Index (SET50 Index) from 3 January 2007 to 31 May 2020. Comparison the efficiency of technical
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analysis tools from the excess return. From this study we found that EMA is the best Indicators on giving the
highest excess returns. And for using Sharpe Ratio as the efficiency of the investment, using MFI with EMA give
the best performance. After testing the efficiency of the market at 99% confidence level, technical analysis tools
couldn’t generate average annual return better than Buy and hold Investment. From this result, we can imply that
The Stock Exchange of Thailand (SET50 Index) has market efficiency.

Keywords: Technical Analysis, Stock Exchange of Thailand
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2557 18.34% 8.17% 8.16% 13.21% 431% 5.39%
2558 -19.37% -7.92% -13.76% -12.58% -3.02% -3.43%
2559 19.37% 4.78% 17.40% 1.73% 4.50% -3.24%
2560 16.25% 10.67% 0.00% 18.71% 0.00% 15.01%
2561 -10.13% -7.12% -4.92% -6.80% -3.13% 1.25%
2562 2.06% -2.90% 5.86% -0.60% -0.92% -1.92%
2563 -18.63% 5.09% -13.60% -14.32% 5.82% 5.82%
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MFI +
Buy and Hold EMA RSI MFI RSI + EMA EMA
Win(N) 8 27 11 27 13 28
Loss(N) 6 30 8 8 13 17
Win(%) 57.14 47.37 57.89 77.14 50.00 62.22
Loss(%) 42.86 52.63 42.11 22.86 50.00 37.78
Ri(%) 4.68 8.16 0.94 2.49 2.66 4.57
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Buy and Hold EMA RSI MFI RSI+EMA MFI + EMA
Mean 4.68 8.16 0.94 2.49 2.66 4.57
SD. 31.12 16.2 20.4 20.3 5.14 5.92
Sharpe Ratio 0.13 0.47 0.02 0.10 0.42 0.69
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Year EMA RSI MFI RSI+ EMA MFI + EMA
2550 -7.32% 5.61% -5.48% -18.01% -24.48%
2551 62.26% 23.65% 20.54% 72.26% 72.26%
2552 3.7% -42.58% -41.09% -42.58% -40.78%
2553 -5.66% -21.4% -20.94% -24.13% -26.81%
2554 7.61% 9.41% 16.43% 5.06% 13.56%
2555 -17.26% -15.79% -3.16% -24.18% -15.62%
2556 2.41% -2.53% 11.56% 3.64% 9.26%
2557 -10.17% -10.18% -5.13% -14.03% -12.95%
2558 11.45% 5.6% 6.79% 16.34% 15.94%
2559 -14.59% -1.97% -17.64% -14.87% -22.61%
2560 -5.58% -16.25% 2.46% -16.25% -1.24%
2561 3% 5.21% 3.33% 7% 11.37%
2562 -4.96% 3.8% -2.66% -2.98% -3.98%
2563 23.72% 5.03% 4.31% 24.45% 24.45%
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EMA RSI MFI RSI + EMA MFI + EMA
Mean 3.47% -3.74% -2.191% -2.02% -0.12%
SD. 20.08% 16.36% 16.06% 27.89% 28.28%
T-stat 0.647 -0.855 -0.510 -0.271 -0.016
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