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ABSTRACT

This study analyzed the relationship between the United States Dollar exchange rates and
sectoral indices in the stock exchange of Thailand consist of banking, construction material,
energy and utilities, information and communication technology, property development and
transportation and logistic sectoral indices. The cointegration, error correction and Granger
causality techniques were employed for this endeavor based on 121 monthly data starting from
January, 1999 to January, 2009.

The results of unit root test showed that all variables had the same order of integration
with I(1) process.

According to the cointegraion test, the empirical results indicate only banking and
information and communication technology sectoral indices had long-term relationship when the
exchange rate was an independent variable and sectoral indices were dependent one. In the case
of the exchange rate was an independent variable and construction materials sectoral index was a
dependent one, and vice versa, the results showed a long-term relationship.

Regarding the error correction model, the analysis of the short-term relationship, when

construction materials sectoral index was an independent variable and the exchange rate was a



dependent one as well as in the case of banking and information and communication
technology sectoral indices were dependent variables and the exchange rate was an independent
one, the results showed a short-term relationship.

When the exchange rate was an independent variable and sectoral indices were
dependent one, banking sectoral index was quicker adjustment than information and
communication technology sectoral index

Finally, analysis of the Granger causality test showed that sectoral indices were
unidirectional causality of the exchange rate except information and communication technology

sectoral index, no bi-directional causality.



