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Chonlathan Chobseing 2007: Factors Affecting the Demand and Supply of Government Bond of
Fixed Income Fund. Master of Economics, Major Field: Economics, Department of Economics.

Thesis Advisor: Assistant Professor Santiya Eag-arkara, Ph.D. 119 pages.

The purposes of this study are: (1) to study structure, characteristics and investment policy of fixed
income fund, (2) to study factors affecting the demand and supply of government bond of fixed income fund.
This study uses both descriptive and quantitative analyses. In quantitative analysis, the study applies the
simultaneous equation by two stage least square method. The secondary data sets in this study are data from

2001 to 2006.

Fixed income fund main investment was on debt and deposit money. This type of fund gained
consistent return and provides low risk. After the government had managed the deficit budget policy and
granted government bond to solve the post-1997 economic crisis, the number of the fixed income fund has
increased. From 2005 to 2006, it appeared that the amount of the fund was higher. The largest proportion of

investment was on government bond, treasury bill, bank deposit and corporate bond respectively.

The result of this study showed that the demand for government bond of fixed income fund was
positively correlated with the average government bond yield, quantity of investment in fixed income fund
and inflation rate. The supply of government bond was positively correlated with the inflation rate, gross

domestic product, and minimum loan rate.

From the result of this study the recommendations are: (1) the appropriate time for government to
grant the government bond is when the amount of granting fixed income fund increases, (2) investors should
also consider the inflation rate before making decision. If they can expect that the inflation rate will be
increase, they should not invest in government bond. On the other hand, if the government can expect that the

inflation rate will be increase, they should grant the bond.

Student’s signature Thesis Advisor’s signature
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Dependent Variable: Q

Method: Two-Stage Least Squares
Date: 10/02/07 Time: 21:31
Sample: 2001Q1 2006Q4

Included observations: 24
Instrument list: RG | Il VAR

Variable Coefficient Std. Error t-Statistic Prob.

C -60257.12 14898.64  -4.044471 0.0007

RG 8285.171 3954.387 2.095185 0.0498

I 0.416778 0.040109 10.39118 0.0000

Il 14704.40 2522.638 5.828978 0.0000

VAR -3239.982 1750.817  -1.850554 0.0798

R-squared 0.982042 Mean dependent var 59885.77

Adjusted R-squared 0.978261 S.D. dependent var 80281.99

S.E. of regression 11836.92 Sum squared resid 2.66E+09

F-statistic 259.7508  Durbin-Watson stat 1.124032
Prob(F-statistic) 0.000000
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Breusch-Godfrey Serial Correlation LM Test:

Obs*R-squared 7.823977  Probability 0.020001

Test Equation:

Dependent Variable: RESID

Method: Two-Stage Least Squares

Date: 10/02/07 Time: 21:32

Presample missing value lagged residuals set to zero.

Variable Coefficient Std. Error t-Statistic Prob.
C -1019.729 13514.16 -0.075456 0.9407
RG -187.5199 3640.087 -0.051515 0.9595

I 0.029194 0.036614 0.797358 0.4362
I -1994.127 2339.528 -0.852363 0.4059

VAR 1449.457 1602.713 0.904377 0.3784
RESID(-1) 0.666907 0.243593 2.737791 0.0140
RESID(-2) -0.410471 0.248915  -1.649042 0.1175

R-squared 0.325999 Mean dependent var -9.09E-13
Adjusted R-squared 0.088116 S.D. dependent var 10758.49
S.E. of regression 10273.57  Akaike info criterion 21.55103
Sum squared resid 1.79E+09  Schwarz criterion 21.89463
Log likelihood -251.6123  F-statistic 1.370419

Durbin-Watson stat 2.040374  Prob(F-statistic) 0.281870
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Dependent Variable: Q

Method: Two-Stage Least Squares
Date: 10/02/07 Time: 10:16

Sample (adjusted): 2001Q3 2006Q4

Included observations: 22 after adjustments
Convergence achieved after 14 iterations
Instrument list: RG | Il VAR

Lagged dependent
variable & regressors
added to instrument list

Variable Coefficient Std. Error t-Statistic Prob.

C -56692.96 14526.89  -3.902622 0.0014

RG 8565.984 4354.696 1.967068 0.0680

I 0.432019 0.052738 8.191763 0.0000

Il 12509.17 2834.399 4.413339 0.0005

VAR -2962.441 1877.473 -1.577887 0.1354

AR(1) 0.719093 0.244478 2.941345 0.0101

AR(2) -0.439770 0.272694  -1.612689 0.1276

R-squared 0.991787 Mean dependent var 64087.08

Adjusted R-squared 0.988502 S.D. dependent var 82677.49

S.E. of regression 8865.416  Sum squared resid 1.18E+09

F-statistic 301.8998 Durbin-Watson stat 2.186815

Prob(F-statistic) 0.000000

Inverted AR Roots .36+.56i .36-.56i
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Dependent Variable: Q

Method: Two-Stage Least Squares
Date: 10/02/07 Time: 21:35
Sample: 2001Q1 2006Q4

Included observations: 24
Instrument list: RG Il GDP GB MLR

Variable Coefficient Std. Error t-Statistic Prob.

C -706861.6 89841.53  -7.867871 0.0000

RG 2786.697 8656.544 0.321918 0.7512

I 21505.08 4975.934 4.321817 0.0004

GDP 0.448482 0.085172 5.265637 0.0001

GB -9590.070 10927.47 -0.877611 0.3917

MLR 44567.72 6521.043 6.834446 0.0000

R-squared 0.933397 Mean dependent var 59885.77

Adjusted R-squared 0.914896 S.D. dependent var 80281.99

S.E. of regression 23420.36  Sum squared resid 9.87E+09

F-statistic 50.45142  Durbin-Watson stat 1.214400
Prob(F-statistic) 0.000000

86



Y a 4 [ QSJ} {
msnwmnﬁ N5 WAN13UATIEH Serial correlation LM test LLUU%T@@\?Q‘]J‘I/HU?W\‘I‘?] 1

Breusch-Godfrey Serial Correlation LM Test:

Obs*R-squared 1.010925 Probability 0.603226
Test Equation:
Dependent Variable: RESID
Method: Two-Stage Least Squares
Date: 10/02/07 Time: 21:36
Presample missing value lagged residuals set to zero.
Variable Coefficient Std. Error t-Statistic Prob.
C -2685.222 15614.99  -0.171964 0.8661
RG 873.4983 4715.875 0.185225 0.8559
I -0.008510 0.056376 -0.150957 0.8823
I 600.2170 3091.353 0.194160 0.8491
VAR -484.0417 2064.646 -0.234443 0.8183
AR(2) 0.179124 0.347005 0.516200 0.6144
AR(2) -0.058878 0.329191  -0.178857 0.8608
RESID(-1) -0.375226 0.474990  -0.789967 0.4437
RESID(-2) -0.084995 0.389598  -0.218161 0.8307
R-squared 0.045951 Mean dependent var 6.21E-07
Adjusted R-squared -0.541156 S.D. dependent var 7492.644
S.E. of regression 9301.616  Akaike info criterion 21.40585
Sum squared resid 1.12E+09  Schwarz criterion 21.85219
Log likelihood -226.4644  F-statistic 0.078267
Durbin-Watson stat 2.002399 Prob(F-statistic) 0.999404
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Dependent Variable: Q

Method: Two-Stage Least Squares
Date: 10/02/07 Time: 21:37

Sample (adjusted): 2001Q3 2006Q4

Included observations: 22 after adjustments
Convergence achieved after 15 iterations
Instrument list: RG Il GDP GB MLR

Lagged dependent
variable & regressors
added to instrument list

Y 1
v A

TN 2

Variable Coefficient Std. Error t-Statistic Prob.

C -651537.0 110386.2  -5.902342 0.0000

RG -1993.483 8773.873  -0.227207 0.8235

Il 24605.58 5985.801 4.110658 0.0011

GDP 0.373329 0.113560 3.287495 0.0054

GB -9070.786 9300.782 -0.975271 0.3460

MLR 48484.14 7812.985 6.205584 0.0000

AR(2) 0.512801 0.233286 2.198166 0.0453

AR(2) -0.368619 0.238574  -1.545091 0.1446

R-squared 0.958559 Mean dependent var 64087.08

Adjusted R-squared 0.937838 S.D. dependent var 82677.49

S.E. of regression 20613.41 Sum squared resid 5.95E+09

F-statistic 46.26098  Durbin-Watson stat 2.050867

Prob(F-statistic) 0.000000

Inverted AR Roots .26+.55i .26-.55i
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Obs Q RG VAR I
4411 17,720.996 3.950 0.451 62,714.691
4472 9,621.678 4.600 1,280 54,921.965
44/3 7,524.464 5.560 3.277 52,763.210
44/4 9,930.936 4.720 1.479 54,494,257
451 9,742.617 4.470 1,080 51,612.620
45/2 9,932.340 4.830 1674 52,179.260
45/3 11,469.660 4.200 0.720 54,044.157
45/4 13,253.447 3.480 1.095 55,535.475
46/1 13,471.929 3.060 0.562 62,840.514
46/2 11,825.302 2.890 1.345 63,746.361
46/3 9,670.434 2.840 1.264 62,582.552
46/4 10,380.311 4.060 4.682 38,516.741
471 15,124.692 3.990 4.470 43,118.353
472 13,401.803 4.300 5 445 45,027.251
47/3 8,275.535 4.480 6.055 43,075.028
47/4 13,677.793 4.520 6.195 36,165.125
48/1 29,181.672 4.470 6.020 72,635.502
48/2 78,848.704 4.090 5 453 125,631.414
48/3 125,469.562 4.680 . 176,135.378
48/4 192,495.968 5.890 4176 286,411.168
491 231,811.567 5.340 1073 345,413.001
4972 219,087.211 5.570 0.714 358,545.460
49/3 184,512.641 4.400 0.025 397,671.746
49/4 190,827.199 5.030 420,267.092

0.140
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Obs INT GB 11 GDP
44/1 3.000 11,928.300 1.335 777,523.000
44/2 3.000 -4,104.670 2.569 743,138.000
44/3 3.000 8,523.000 1.631 746,884.000
44/4 3.000 27,923.700 1.018 806,056.000
4511 3.000 20,743.700 0.608 812,458.000
45/2 3.000 -12,543.000 0.200 780,037.000
45/3 3.000 6,041.670 0.301 789,845.000
45/4 2.000 11,868.700 1.411 854,702.000
46/1 2.000 -6,413.000 1.913 868,512.000
46/2 1.250 -10,305.670 1.700 831,715.000
46/3 1.250 -2,564.670 1.900 842,416.000
46/4 1.000 13,820.000 1.590 925,523.000
4711 1.000 972.330 1.976 926,581.000
47/2 1.000 -17,714.000 2.655 886,232.000
47/3 1.000 -3,531.330 3.337 894,462.000
47/4 1.000 20,243.000 3.131 978,669.000
48/1 1.000 7,505.250 2.810 958,733.000
48/2 1.875 -19,685.220 3.736 927,746.000
48/3 2.375 -10,741.940 5.603 943,947.000
48/4 3.000 35,511.300 5.977 1,020,869.000
49/1 3.875 17,561.500 5.749 1,017,576.000
49/2 4.375 -42,336.420 6.002 974,593.000
49/3 4.625 7,579.260 3.597 988,354.000
49/4 4.500 2,748.250 3.312 1,063,280.000
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Obs MLR GB*
44/1 7.92 1.000
44/2 7.75 0.000
44/3 7.75 1.000
44/4 7.67 1.000
4511 7.33 1.000
45/2 7.25 0.000
45/3 7.25 1.000
45/4 7.00 1.000
46/1 6.92 0.000
46/2 6.67 0.000
46/3 5.75 0.000
46/4 5.75 1.000
4711 5.75 0.000
47/2 5.75 0.000
47/3 5.75 0.000
47/4 5.75 1.000
48/1 5.75 1.000
48/2 5.75 0.000
48/3 6.33 1.000
48/4 6.58 1.000
49/1 7.17 1.000
49/2 7.75 0.000
49/3 7.92 0.000
49/4 8.00 1.000
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