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Natthaphong Pinthong 2014: An Analysis of The Relationship between BIBOR Interest
Rate and Interest Rates in Financial Markets of Thailand. Master of Economics, Major
Field: Economics, Department of Economics. Thesis Advisor: Mr. Thanarak Laosuthi,

Ph.D. 84 pages.

This research aims to study the common characteristics of BIBOR interest rates and to
analyze the relationships between BIBOR interest rates and short-term interest rates in financial
markets of Thailand. By using monthly data from January 2012 to March 2013 of 17 commercial
banks, I apply Granger Causality, Fixed Effects Model and Random Effects Model to estimate the

results.

The results show that BIBOR 1 year does not affect MLR. This happens because the
major customers of the MLR possess high bargaining power so commercial banks do not have
ability to adjust this interest rate. Furthermore, volumes of interest rate swap uses THBFIX and
LIBOR as references so there is no relationship between BIBOR 3 month and the volumes of
interest rate swap. However, BIBOR 1 month has positive relationship with coupon rate. In
particular, the coupon rate is floating rate so its return is not fixed. Consequently, it can use

BIBOR 1 month as the reference.
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Fixed Effect

Fixed-effects (within) regression Number of obs = 225
Group variable: bank1 Number of groups = 15
R-sq: within =0.5361 Obs per group: min = 15
between = 0.0000 avg = 15.0
overall = 0.0036 max = 15
F(5,205) = 47.39
corr(u_i, Xb) = 0.0000 Prob >F = 0.0000
mlr Coef. Std. Err. t P>t [95% Conf.Interval]
policy 0.2981279  0.0572038 521  0.000 0.1853447  0.4109112
thbfixly -0.0023659  0.0269059  -0.09 0.930 -0.0554137  0.0506819
usa -0.1468466  0.1523123  -0.96 0.336  -0.4471461  0.1534529
ms -0.0025520  0.0142215  -0.18  0.858  -0.0305912  0.0254872
inf 0.0014684  0.0067638 022 0.828 -0.0118672  0.0148040
_cons 63114750  0.3555896  17.75  0.000 5.6103930  7.0125560
sigma u 0.7323889
sigma e 0.0415686
rho 0.9967889  (fraction of variance due to u_i)
F test thatallu_i=0: F(14, 205) = 4656.34 Prob> F =0.0000
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Random-effects GLS regression Number of obs = 225
Group variable: bank1 Number of groups = 15
R-sq: within =0.0000  Obs per group: min = 15
between = 0.0000 avg = 15.0
overall = 0.0036 max = 15
Random effects u_i ~ Gaussian Wald chi2(5) = 236.93
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---- Coefficients ----
(b) (B) (b-B) sqrt(diag(V_b-V_B))
fixed random Difference S.E.
policy 0.2981279 0.2981279 7.22E-16 8.07E-09
thbfixly -0.0023659 -0.0023659 -7.96E-16
usa -0.1468466 -0.1468466 -1.94E-16 5.27E-09
ms -0.0025520 -0.0025520 1.53E-16 1.55E-09
inf 0.0014684 0.0014684 -2.26E-17

b = consistent under Ho and Ha; obtained from xtreg
B = inconsistent under Ha, efficient under Ho; obtained from xtreg
Test: Ho: difference in coefficients not systematic
chi2(5) = (b-B)'[(V_b-V_B)"(-1)](b-B)
= -0.00 chi2<0 ==> model fitted on these
data fails to meet the asymptotic
assumptions of the Hausman test;

see suest for a generalized test
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Fixed Effect
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Y
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Fixed-effects (within) regression Number of obs = 60
Group variable: coupontypel ~ Number of groups = 4
R-sq: within =0.3010  Obs per group: min = 15
between = avg = 15
overall = 0.0256 max = 15
F(4,52) = 5.6
corr(u_i, Xb) =-0.0000 Prob >F = 0.0008
coupon Coef. Std. Err. t P>[t| [95% Conf.Interval]
savinglm 0.6726136  1.0859880  0.62  0.538  -1.5065810 2.8518090
policy -1.7901090  0.9329629 -1.92  0.061  -3.6622360 0.0820185
biborlm 2.1837430  0.9579518 228  0.027 0.2614723 4.1060140
reer -0.0031288  0.0085181 -0.37  0.715  -0.0202216 0.0139640
_cons 2.8990390  1.4699850 1.97 0.054  -0.0507023 5.8487800
sigma u 0.4415769
sigma e 0.1047671
rho 0.9467091  (fraction of variance due to u_1i)

F test that all u_i=0:

F(3,52) = 266.47

Prob> F=0.0000
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Random Effect
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Random-effects GLS regression Number of obs = 60
Group variable: coupontypel Number of groups = 4
R-sq: within =0.0000  Obs per group: min = 15
between = 0.0000 avg = 15
overall = 0.0256 max = 15
Random effects u_i ~ Gaussian Wald chi2(4) = 22.39
corr(u_i, X) =0 (assumed) Prob > chi2 = 0.0002
coupon Coef. Std. Err. z P>|z| [95% Conf.Interval]
savinglm 0.6726136  1.0859880 0.62 0.536  -1.4558840  2.8011120
policy -1.7901090  0.9329629  -1.92 0.055 -3.6186820  0.0384651
biborlm 2.1837430  0.9579518 228 0.023 0.3061922  4.0612940
reer -0.0031288  0.0085181 -0.37 0.713  -0.0198239  0.0135664
_cons 2.8990390  1.4864120 1.95 0.051 -0.0142755  5.8123530
sigma u 0.4407475
sigma e 0.1047671
rho 0.9465191  (fraction of variance due to u_i)
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UVUII1A09 Fixed Effects Model 1182 Random Effects Model 19875

HausmanTest

---- Coefficients ----

(b) (B) (b-B) sqrt(diag(V_b-V_B))

fixed random Difference S.E.
savinglm 0.6726136 0.6726136 2.23E-14 1.48E-07

policy -1.790109 -1.790109 -7.22E-13 5.86E-07
biborlm 2.183743 2.183743 7.44E-13 6.07E-07
reer -0.0031288 -0.0031288 -1.31E-16

b = consistent under Ho and Ha; obtained from xtreg
B = inconsistent under Ha, efficient under Ho; obtained from xtreg
Test: Ho: difference in coefficients not systematic
chi2(4) = (b-B)'[(V_b-V_B)"(-1)](b-B)
= 0.00

Prob>chi2=  1.0000
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Panel 3% Fixed Effect

Fixed-effects (within) regression Number of obs = 255
Group variable: bank1 Number of groups = 17
R-sq: within =0.0726  Obs per group: min = 15
between = avg = 15
overall = 0.0726 max = 15
F(2,236) = 9.24
corr(u_i, Xb) = Prob >F = 0.0001
irs Coef. Std. Err. t P>t [95% Conf.Interval]
policy -99982.080  37079.650 -2.70  0.008 -173031.500  -26932.680
1 -1048.364 1119.391 -0.94 0.350 -3253.639 1156.912
_cons 536650.500 101728.500 528 0.000  336238.500 737062.400
sigma_u 0.000
sigma e 62051.481
rho 0.000 (fraction of variance due to u_i)

F test that allu_i=0:  F(16, 236) =

-0.00

Prob> F=1.0000
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Panel 3% Random Effect

Random-effects GLS regression Number of obs = 255
Group variable: bankl Number of groups = 17
R-sq: within =0.0000  Obs per group: min = 15
between = 0.0000 avg = 15
overall = 0.0726 max = 15
Random effects u_i ~ Gaussian Wald chi2(2) = 19.73
corr(u_i, X) = (0 (assumed) Prob > chi2 = 0.0001
irs Coef. Std. Err. z P>|z] [95% Conf.Interval]
policy -99982.080  35883.220 -2.79  0.005 -170311.900  -29652.260
1 -1048.364 1083.272  -0.97 0.333 -3171.539 1074.811
_cons 536650.500  98446.070  5.45 0.000  343699.700  729601.200
sigma_u 0.000
sigma e 62051.481
rho 0.000 (fraction of variance due to u_i)
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111U18049 Fixed Effects Model i8¢ Random Effects Model 1n83% Hausman

Test
---- Coefficients ----
(b) (B) (b-B) sqrt(diag(V_b-V_B))
fixed random Difference S.E.
policy -99982.08 -99982.08 -3.98E-08 9343.194
1 -1048.364 -1048.364 1.97E-09 282.0601

b = consistent under Ho and Ha; obtained from xtreg
B = inconsistent under Ha, efficient under Ho; obtained from xtreg
Test: Ho: difference in coefficients not systematic
chi2(2) = (b-B)'[(V_b-V_B)"(-1)](b-B)
= 0.00

Prob>chi2=  1.0000
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