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ABSTRACT

This study dealt with the relationship between selected economic factors and the MAI
index. The selected factors were the SET (The Stock Exchange of Thailand) index, interest rate
for 12-month fixed deposit, consumer price index, MAI stock trading value, net value of foreign
investment, and the Thai baht — US dollar exchange rate which were hypothesized to affect the
MALI stock price index. Monthly time series from September 2002 to May 2007 were used
covering 57 observations. Analysis was performed by application of cointegration technique as
well as the error correction model following Johansen and Juselius approach.

Before testing for cointegration, unit roots test by Augmented Dickey-Fuller method was
conducted to determine whether the time series data were stationary. All selected factors except
net foreign investment appeared to have data stationary at I(1) at 0.01 statistically significant
level. The net foreign investment series happened to be at 1(0) and thus had to be excluded from
test. The cointegration investigation revealed that the MAI stock price index had long-term
positive relationship with the SET trading value and the SET index while having negative

relationship with the interest rate for 12-month fixed deposit and Thai-US currency exchange rate,



all as hypothesized. The only exception was the consumer price index which failed to pass the
hypothesis test. The study on short-run adjustment process towards the long-run equilibrium
yielded the coefficient value of 0.58706 thus explaining that the dependent and independent

variables did not have adjustment toward long-term equilibrium relationship.



