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ABSTRACT

The objective of this study was to investigate the impact of economic variables and
political events during the years 2005-2011 on the Stock Exchange of Thailand. Variables used in
the study were the percent change of the Stock Exchange of Thailand Index, the percent change
of net securities investment of foreign investors, the percent change of the United States Dollar
exchange rate and political events. Weekly data for 365 weeks, starting in 2005 through 2011
were analyzed. The threshold vector autoregression (Threshold VAR) model was used, consisting
of impulse response function analysis and variance decomposition.

The unit root test showed that all of the time series data were stationary at I(0). The
threshold VAR demonstrated that data had 2 switching regimes with the best unique threshold at
-3.543947. In the lower regime, the percent change of the Stock Exchange of Thailand Index was

dependent on the percent change of the Stock Exchange of Thailand Index, the percent change of



net securities investment of foreign investors, the percent change of the United States Dollar
exchange rate and past political events. In the higher regime, the percent change of the Stock
Exchange of Thailand Index was dependent on the percent change of the Stock Exchange of
Thailand Index and past political events.

The result of the impulse response function estimation found that when a sudden change
occurred in the percent change of the Stock Exchange of Thailand Index, the percent change of
net securities investment of foreign investors, the percent change of the United States Dollar
exchange rate and political events had an effect on the percent change of the Stock Exchange of
Thailand Index in a different direction and length of time for adjustment to the equilibrium. The
investigation of variance decomposition found that the volatility of the percent change of the
Stock Exchange of Thailand Index primarily depended on the preceding period of the percent

change of the Stock Exchange of Thailand Index.



