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According to the estimated results, the p-value of the ARCH effect test is less than level of 
significance (0.0084 < 0.05). Therefore, the null hypothesis is rejected, and there exists a significant 
ARCH effect in this model. 
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To identify the order of GARCH(p,q), we do it by estimating GARCH models in several 
orders and choose the model with the lowest BIC or as known as SIC. From the result, the model 
arch(1/2) garch(1/2) or GARCH22 has the lowest SIC with the value of -79371.89, thus, the order of 
GARCH(p,q) should be p = 2 and q = 2 or GARCH(2,2).  
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