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TAR-GARCH processes as Alternative Models for
Korea Stock Prices Data *

Sun Y. Hwang" Eunju Kim?

ABSTRACT
The present paper is introducing a new model so called TAR-GARCH in the context
of stock price analysis. Conventional models such as AR(1), TAR(1). ARCH(1) and
GARCH(1,1) are briefly reviewed and TAR-GARCH is suggested in analyizing domestic
stock prices. Also. relevant iterative estimation procedure is developed. It is seen that
TAR-GARCH provides the better fit relative to traditional first order models for stock

prices data in Korea.

Keywords: Threshold autoregression: GARCH: Stock prices data.
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