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ABSTRACT

The objective of this study is to analyze the causality relationship between stock prices
and volumes in the Entertainment and Recreation Sector of the Stock Exchange of Thailand by
Cointegration Method. The weekly data during 2000 — 2004 in logarithms on stocks prices and
volumes for five securities, namely the BEC World Public Company Limited, the CVD
Entertainment Public Company Limited, the GMM Grammy Public Company Limited, the
United Brodcasting Corporation Public Company Limited, and the ITV Public Company Limited
are collected for the analysis. Since the data are time series, stationary test is conducted. The
long-run and short-run relationships using the Cointegration and Error Correction Model (ECM)
are employed for the Granger Causality Test.

The results of unit root test show that, in model without intercept and trend, both stock
prices and volumes have the same order of integration with I(1) process. According to the

Cointegration test, the empirical results indicate that all residuals are stationary with I(0) process,



implying that stock prices and volumes have the relationship in the long run, except for the stock
volume of the CVD and the GRAMMY.

The empirical results using the Error-Correction Model (ECM) exhibit that both stock
prices and volumes of all securities have the relationship in the short run, and the coefficients of
the residual in the period of t-1 are significantly negative at the 1% level, implying that both
stock prices and volumes of the BEC, the UBC and the ITV have the relationship in the long run,
except for the stock volume of the CVD and the GRAMMY.

In addition, the results of Granger Causality Test reveal that the BEC, the UBC and the
ITV are bidirectional causality between stock prices and volumes in both short run and long run.
Somewhat differently, the CVD and the GRAMMY are bidirectional causality in the short run
but unidirectional causality in the long run. The price elasticity of stocks are higher than the
volume elasticity of stocks, indicating that all stock prices have more power to drive stock

volumes.



