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ABSTRACT

The overall standard of living can generally be measured from GDP or GNP Growth.
Investment sector is a part of GDP and GNP in expenditure approach measurement. Therefore,
continuing investment in an economy can generate goods and services in response fo consumer’s
demand, as well as create income and employment, and ultimately improve living standard of the
population.

This thesis on “The Econometric Model for the Investment Sector of Thailand” contains
2 parts: the long run models based on annual time series data and the short run modéls based on
quarterly time series data. The story covers both private and government investment expenditure.
In long run models, the total investment of Thailand contains investments in agricultural sector,
consfruction sector, commercial sector, electronic and water supply sector, manufacturing sector,
service sector and the others sector. In the short run model the investments in the electronic and
water supply sector and service sector are grouped in the category of other sector because of the
limitation of data. Moreover, this thesis includes the study on the net capital inflow (covering net

foreign direct investment, net portfolio investment and net foreign loans) and stock exchange



index of Thailand. The annual data used in this thesis cover 1970-1999 peric'xl-and the quarterly
data are from the 17 quarter 1996 — 2™ quarter of 2000.

The econometric model employs “cointegration and error correction mechagnism™ a
methodology developed by Johansen. The first siage is to bring all of the data to test for the order
of integration by using Augmented Dickey-Fuller test. Afier the order of integration is obtained,
the long run equilibrium can be identified with cointegration technique and error correction model
is used to estimate short run adjustment in the second stage.

The macro model of this study is simulated from the short run models of investments in
various productive sectors as well as the investments in labor market, price level, consumption,
the government sector, export-import and financial market and the resulis are tested by static
stmulation. The power of the model is satisfied as the information from the investment sectors are
transmitted to the production sectors. Considering, the range of Theil's Inequality Coefficient
which varies between 0.0065 and 0,075 for annual data, 0.0036 and 0.155 for quarterly data, this
means the annual data provide slightly better results than quarterly data.

In summary, the results from this stdy can be used for forecasting the investment extent
in Thailand at a rather satisfactory degree; although the model is expected to perform even better

with further integration of the effect of technological change in investment sector.



