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ABSTRACT

The objective of this research was to study the relationship between stock prices and
volumes in the Communication sector of the Stock Exchange of Thailand, using Cointegration
and Error-Correction Model. The research concentrated on six significant stocks as follow;
Advanced Info Service Public Company Limited., Shin Corporation Public Company Limited.,
United Communication Industry Public Company Limited., True Corporation Public Company
Limited., TT&T Public Company Limited., and Satellite Public Company Limited. Data used in
this study were weekly closing prices and volumes of 313 weeks starting from January 4, 1999 to
December 30, 2004.

Firstly, Unit Root Test was investigated by the Augmented Dickey-Fuller (ADF) Test
carried out on the time-series data to test non-stationary property. The empirical results revealed
that all variables had Unit Root with the same order of integration, I(1) process. The

Cointegration Test was also employed for the analysis. The results showed that the coefficients in



cointegrating vectors of ADVANC, SHIN, UCOM, TT&T and SATTEL stocks were positive,
which implied that stock prices and volumes moved in the same direction. However, the
coefficients of TRUE stock were negative, which implied that stock prices and volumes moved in
the opposite direction. Regarding to the Cointegration Test, the empirical evidences revealed that
all residuals had stationary with }(0) process. Thus, the results implied that both stock prices and
volumes had long-term relationship.

In addition, the analysis using Error-Correction Model and Granger Causality Test
revealed that the SHIN, the UCOM, the TT&T and the SATTEL stocks experienced bidirectional
causality between stock prices and volumes in both short termm and long term. Somewhat
differently, the TRUE stock had evidence of bidirectional causality in the short term, but
unidirectional causality in the long term from stock prices to volumes. Surprisingly, the
ADVANC stock exhibited the long-term bidirectional causality between prices and volumes,

without any evidence of the short-term causality at all.



