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ABSTRACT

The study aimed to test an econometric model for investment decision. It was conducted
by examining five electronic components stocks, including DELTA ELECTRONIC
(THAILAND) PUBLIC COMPANY LIMITED HANA MICROELECTRONICS PUBLIC
COMPANY LIMITED KCE ELECTRONICS PUBLIC COMPANY LIMITED CIRCUIT
ELECTRONIC INDUSTRIES PUBLIC COMPANY LIMITED and DRACO PCB PUBLIC
COMPANY LIMITED. Data used was from close prices of weekly stock report commencing
from January 4™ , 1998 to December 29", 2002.

The study comprised of theories and methods could be divided into two parts. The first
part was to examine the stationarity of the time series data. Then, Cointegration was used (o
analyze the long-term relation of the data. Finally, Error Correction Model (ECM) was used to
analyze the short-term relation of the data. The second part was conducted by using the
Switching Regression Method to analyze the risk of the return rate of each stock in the electronic
components group in the Stock Exchange of Thailand. Then the rate of return of stocks in the
electronics component group was compared with the rate of return of government bonds at

different terms and interest rates.



The test of stationarity of the time series data revealed that the rates of returns of the
stock market and all five stocks in the electronics component group were both stationary. Then,
OLS method was appropriate and used for the analysis. Even though the cointegration was not
necessary, it was, however, conducted and revealed that there was a long-term relation between
the rate of rc':tum of the stock market and the rate of return of the five stocks from the electronics
component group. As for the Error Correction Method, it revealed that only stock DELTA,
HANA, KCE andCIRKIT was adjusting toward equilibrium in the long-term, because their speed
of adjustment falls between 0 and -1, which was in accordance with that of Engle and Granger.
Whereas, stock DRACO did not have the speed of adjustment between 0 and -1 and therefore
after it’s short-term fluctuation away from equilibrium it could not reestablish equilibrium in the
long-term, this was not in accordance with Engle and Granger.

The finding from Switching Regression Method revealed that, when considering the B’s
in the uptrend and downtrend markets of the electronic components group stocks, the B’s of the
five stocks were more than 1. This pointed out that, in the uptrend market, the five stocks in the
electronic components group adjusted faster than market. However, in the downtrend market
these stock adjusted slower than market.

From the comparison between the rate of return of the five stocks in the electronic
components group and the rate of return of government bonds at 1,5, and 10 years it was found
that all five stocks were under valued. This is because during the fluctuations the rate of return of
all five stocks was higher than that of the government bonds. Therefore, it would be wise for

investors to invest money on the stocks as the price could increase in the future.



