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ABSTRACT 

 

The purpose of this study is to examine the short- and long-term relationship between 

the housing loan growth rate for commercial banks in Thailand and the economic growth rate for 

Thailand, using the co-integration method. The study utilized a number of housing loans from 

commercial banks, as well as the Gross Domestic Product for Thailand, based on quarterly 

logarithmic secondary data covering a period from the first quarter in 1999 to the fourth quarter 

in 2008, or a total of 40 data sets, and also applied a co-integration technique, an Error 

Correction Mechanism (ECM) model and a causality test for its analysis. 

 A stationarity test, or unit root test, showed that the number of housing loans and GDP 

have a stationary relationship of I (0) and a lag equal to 0. The data derived was then analyzed to 

establish a long-term relationship and a short-run adjustment. 

The co-integration test found that the number of housing loans provided, against GDP, 

has a long-term equilibrium relationship, where the number of housing loans is an independent 

variable and GDP is a dependent variable, and also where the number of housing loans is 
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dependent variable and GDP is an independent variable. Both variables; therefore, reveal a two-

way relationship. 

 A short-term equilibrium relationship test, using an ECM model, found that in the case 

where the number of housing loans is an independent variable and GDP is a dependent variable, 

both variables reveal a short-run adjustment, and that in the case where the number of housing 

loans is a dependent variable and GDP is an independent variable, both variables show the same 

pattern of adjustment. Thus, they have a two-way relationship. 

 The Granger Causality test found that the number of housing loans provided causes a 

change in the level of GDP and vice-versa, so that an increase or decrease in the number of 

housing loans affects an increase or decrease in GDP, and an increase or decrease in GDP affects 

an increase or decrease in the number of housing loans provided. Therefore, they have a two-way 

causality relationship.   
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