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ABSTACT

The objective of this study is to analyze the relationship between interest rate and
sectoral indices in the Stock Exchange of Thailand. The weekly data during 1998-2005 in
logarithms on Repurchase Rates 14 day (R/P14) and nine sectoral indices Agribusiness, Banking,
Commerce, Communication, Energy, Finance and Securities, Chemicals and Plastics, Building
and Furnishing Materials and Transportation are collected for 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).

The results of unit root test show that, in model without intercept and trend, both R/P14
and sectoral indices have the same order of integration with I(1) process. According to the
Cointegration test, the empirical results indicate that only Banking and Finance and Securities
residuals are stationary with I(0) process, implying that Banking, Finance and Securities and
R/P14 have the relationship in the long term.

The empirical results using the Error-Correction Model (ECM) exhibit that R/P14 and
sectoral indices have the relationship in the short term, and the coefficients of the residuals in the

period of t-1 are significantly negative at the 10% level, implying that R/P14 have the relationship



in the long term with Banking, Finance and Securities, except for Agribusiness, Commerce,
Communication, Energy, Chemicals and Plastics, Building and Furnishing Materials and

Transportation.



