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ABSTRACT

This study has the objective to analyze the relationship between stock price indices and
the trading values of capital assets in ASEAN stock exchange markets using panel cointegration
method, and based on secondary daily data from 3 January 2007 to 30 April 2010 covering 714
observations. The analysis was performed in terms of panel unit roots test, panel cointegration
test, panel equation from test, model estimation and short run equilibrium relationship.

The result of unit roots test indicated the time series of stock price indices and values of
capital assets traded in ASEAN stock markets were stationary at 1" difference level. The panel
cointegration test revealed the long-run equilibrium existed in the model and the optimal the long-
run equilibrium model should be determined in the form of Random Effects. Meanwhile, the
estimation of the relationship by Ordinary Least Squares, Dynamic Ordinary Least Squares and
Generalized Method of Moment techniques provided the evidence that the stock price indices and
the values of capital assets traded were positively related. The study also found there was long

term adjustment process in case of short run shock in stock price indices.



