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The world economic crisis in 2008 adversely affected the Thai
economy. Many business sectors faced problems including the real estate
business. The real estate business is one of the most important businesses in
the country. The proportion of investment in this business is almost one-fourth
of total investment. Although the fallout from the world economic crisis does
not directly affect the real estate business, it remains the case that reduced
exports, problems of higher rates of unemployment, and an increase in non-
performing loans do indirectly affect the Thai real estate business. |

This thesis investigates (1) factors affecting the economic crisis of real

estate businesses which conduct operations on the Stock Exchange of
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Thailand (SET). In addition, the researcher (2) constructs a model for early
warning signs of economic crisis that can be applied to reducing risks for real
estate companies listed on SET.

The researcher collected data only for real estate companies operating
on SET. Relevant quarterly data were collected from SET and the Bank of
Thailand for the period between the second quarter of 1996 to the second
quarter of 2009, a total of 53 quarters. The data subsequently collected were
used in constructing a model for an early warning system for economic crises.
Techniques of factor analysis and logistic regression analysis were used to
isolate and thence to classify variables. The Hidden Markov Model was also
applied for the purposes of analysis.

Findings are as follows:

The model for an early warning system for economic crises constructed
by means of a logistic regression analysis of variables as differentiated by
means of the technique of factor analysis displays an 86.4 percent accuracy in
predicting economic crises.

Moreover, it was also found that the second group of factor variables
was directly correlated with the possibility of economic crisis. In other words,
if the second group of factor variables consisting of the minimum lending rate
(MLR), the minimum retail rate (MRR), the rate of return on equity, the rate
of inflation, the growth rate of the gross domestic product (GDP), the net
profit ratio, and the net growth rate for shareholders all evinced high values,

there would be a high likelihood of economic crisis. Furthermore, if the third
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~factor group of variables consisting of the quantity of sales of cement in the
country, the balance of trade, and intellectual costs displayed a low value,
there would also be a high likelihood of economic crisis.

The researcher also determined that an application of the Hidden
Markov Model would allow the prediction of economic crisis at each level.
(The levels of economic crisis developed by the researcher in this
investigation are four in number as follows: The S1 level is the period in
which the value of the gross domestic product in the country is greater than
6.0. The S2 level is the period in which the value of the gross domestic
product in the country is greater than or equal to 4.6 but less than 6.0. The S3
level is the period in which the value of the gross domestic product in the
country is greater than or equal to 1.7 but less than 4.6. The S4 level is the

period in which the value of the gross domestic product is less than 1.7).





