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ABSTRACT

The objective of this study is to investigate the relationship between the Stock
Exchange of Thailand Index and the Stock Indexes in European Stock Markets. Those European
stock indexes incorporated into this study were the FTSE 100 Index of England, the Xetra Dax of
German, the CAC 40 of France. Both overall relationship and pairwise relationship were
analyzed. The cointegration, error correction and Granger causality techniques were employed
for this endeavor based on 547 daily data starting from December, 2002 to February, 2005.

Regarding to the Unit Root test, the empirical results revealed that all variables were
non-stationary and characterized by I(1) process. In addition, the empirical evidences of
cointegration test, error-correction model, and Granger causality test showed that these European
stock indexes had long-run relationship with the SET Index. From pairwise study, as expected ,
the SET Index was appeared to have positive relationship with the FTSE 100 Index and the Xetra
Dax Index. Surprisingly, the results showed that the SET Index had an unexpected negative
relationship with CAC 40 Index. However, the research shows trend of relationship was

sensititive to lag lengths of variable. Relationship model between Stock Exchange of Thailand



Index and oversea could not considered as the pairwise study or could not only infer to one
market. However, all world important stock market indices should be considered in the same

model.



