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Abstract

GARCH model is very well known for predicting the volatility of stock price index, but this model
can’t capture the nature of leverage effect from financial series, that would be met by EGARCH
model. To found whether EGARCH model that is able to meet leverage effect a better
improvement from GARCH model. In this study researcher compared the accuracy between those
two models in predicting the change of Composite Stock Price Index (CSPI), both the value of its
return and its closing price using AIC, SIC, RMSE, MAE and MAPE. In the process, GARCH and
EGARCH were applied to the time series model of ARMA family for stationary series and ARIMA
for non-stationary series. The research shows that EGARCH model is a better volatility than
GARCH based on criteria that being used. Furthermore, researcher also forecast the movement of
the return and the closing price of CSPI for the next few periods using the best models.
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