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ABSTRACT

The purpose of this study is to investigate the relationship of commercial Bank Sector
between Thai and other foreign stock indexes in Asia Daily data in logarithm form of nine
indexes namely, SET, ASX, HSKI, NIX, KSE, KLSE, PSI,STI and TWII for a period of 490
days starting from January 2003 to December 2005 are used in this study.

Firstly, the data are tested for the stationary by employing Augmented Dickey-Fuller unit
root test. After that the cointegraion and Error Correction model (ECM) are utilized for study the
long term relationship and short term adjustment to the equilibrium, respectively.

In testing for the stationary of data when supposing Thai commercial bank sector index
as a dependent variable and other foreign stock indexes in Asia as dependent variables show that
all data are non stationary and have order of integration with an I(1) process. So these data are
undertaken for cointegration test and they both have the equilibrium at the long run. The result of

residuals’ coefficients estimation by employing ECM shows that HSKI, NIX, KSE, KLSE,STI,



TWII have the adjustment in the short term to long term equilibrium to short run equilibrium.
KLSE, KSE, NIX, HSKI, TWII and STI are the fastest speed of adjustment index.

The result of testing cointegration when supposing Thai commercial bank sector index
as an independent variable and other foreign stock indexes in Asia reveals that Thai commercial
bank index influences on the indexes of ASX, HKSI, NIX, KLSE, PSI, STI, and TWII. After
testing the stationary of residuals, it is found that Thai bank index and KLSE, PSI, TWII, ASX,
HKSI, PSI and NIX have a long term relationship between each other. The result of coefficient
estimation by ECM reveals that the Thai bank index and NIX, KSE, KLSE,STI, TWII have a
short run adaptation to long run equilibrium. The fastest adaptive indexes are KSE, NIX, PSI,

TWII, HSKI, STI and ASX respectively.



