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ABSTRACT

The purpose of this study is to investigate the relationship between stock price and volume
in the Market for Alternative Investment by cointegration method. Ten securities in the MAI are
selected in this study, namely Unique Mining Service Public Company Limited (UMS), Adamas
Incorporation Public Company Limited (ADAM), Goldfine Manufacturers Public Company
Limited (GFM), Business Online Public Company Limited (BOL), International Research
Corporation Public Company Limited (IRCP), Interlink Communication Public Company
Limited (ILINK), Sherwood Chemicals Public Company Limited (SWC), Thaimitsuwa Public
Company Limited (TMW), L.V. Technology Public Company Limited (LVT) and The Brooker
Group Public Company Limited (BROOK). The 157 weekly data starting from 4" F ebruary 2005
to 28" December 2007 in logarithms are collected for the analysis. Since the data are time series,
stationary test is conducted. The long-term and short-term relationship using Cointegration
method and Error Correction Model (ECM) are also utilized for testing the causal relationship in

the sense of Granger.



The results of Unit Root Test show that both stock price and volume are non-stationary and
had the same order of integration with an I(1) process. Regarding the Cointegration method, the
empirical results indicate that the estimated residuals are stationary with an I(0) process. Thus, it
means that stock price and volume have the relationship in the long-term.

According to the analysis of the Error-Correction Model (ECM) using stock volume as an
independent variable and stock price as a dependent variable, and vice versa, the results show that
they have the relationship in the short-term. Moreover, the results empirical reveal that the all
residuals of securities in period of t-1 are significantly negative, implying that stock price and
volume have the relationship in the long-term.

Finally, for the analysis of Granger Causality Test using stock price as an independent
variable and stock volume as a dependent variable, and vice versa, the results show that they have
the causality; except for the GFM and TMW that the results show that GFM has causuality in

case of stock price as an independent variable only and TMW has no causuality.



