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ABSTRACT

This study aims to examine the relationship between the returns on common 
stocks and those on their warrants trade in the Stock Exchange of Thailand (SET) using the co-
integration method. Thirteen companies listed in the SET were selected for the investigation 
including Agripure Holdings, Plc. (APURE, APURE-W1), Charoong Thai Wire and Cable Public 
Co., Ltd. (CTW, CTW-W1), Hemrajland and Development Public Co., Ltd.  (HEMRAJ, 
HEMRAJ-W1), Jasmine International (JAS, JAS-W), Kiatnakin Bank Public Co., Ltd. (KK, KK-
W2, KK-W3, KK-W4), Land and House Public Co., Ltd. (LH, LH-W2), Quality Houses Public 
Co., Ltd. (QH, QH-W3), SE-EDUCATION Public Co., Ltd. (SE-ED, SE-ED-W1), The Siam 
Industrial Credit Public Co., Ltd. (SICCO, SICCO-W3), Thai Reinsurance Public Co., Ltd.
(THRE, THRE-W1), TT&T Public Co., Ltd. (TT&T, TT&T-W1), Thai Vegetable Oil Public Co., 
Ltd. (TVO, TVO-W1), Wyncoast industrial Park Public Co., Ltd. (WIN, WIN-W). This study 
was based on weekly data of the period of 25 January 2002 z 5 February 2006, covering 214 
observations. The data used for analysis were in the logarithm from and were tested for Unit Root 
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by Augmented Dickey Fouler (ADF) method before the application of Ordinary Least Squares 
(OLS) regression to identify the relation between the two returns.

The results of the Unit Root test show that the returns on common stock and 
warrant of every tested company are all stationary at I(0) or zero order of integration under all 
model specifications :- without intercept non trend, with intercept but without trend, and with 
intercept and trend. This means the increase in the return on common stock will be followed by an 
increase in the return on the associated warrant and vice versa. It follows that in order to 
maximize profit from capital investment; when common stock prices are on the rising trend, 
investor should invest on the associated warrants which have higher  value since the return on 
warrant will be higher than that of common stock. On the same logic, when common stock prices 
are on a downward trend, the warrants should be sold first because their returns will drop more 
rapidly than the returns on common stocks. 
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