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ABSTRACT

The objective of this study is to analyze the relationship between the foreign investment
in the Stock exchange of Thailand and the exchange Rate of emerging markets using monthly
time-series data from January 2000 to December 2010. This study proposes the application of
augmented Dickey-Fuller test to investigatethe 120 observations time-series data and uses the co-
integration method for long-term and short term relationships including the Error Correction
Model (ECM) test.

The results of unit root tests, in cases of without intercept and without trend, with
intercept without trend, and with intercept and trend show that both the foreign investment in the
stock exchange of Thailand and Baht-US Dollar, Peso-US Dollar, Rupee-US Dollar, and Rupiah
~US Dollar, have a unit root and are characterized as I(1) process. This implies that both series
data are non-stationary.

Regarding the co-integration method, the results show that the estimated residuals are
stationary at I(0) process. The results suggest that the foreign investment in the stock exchange of
Thailand and Baht-US Dollar, Peso-US Dollar, Rupee-US Dollar, Rupiah —US Dollar have a
relati onship in the long-term. Also, the Error Correction Model (ECM) results indicate that the
both variables have a one-way relationship in the short-term. Moreover, this study reveals that
residual in period of t-1 is significantly negative implying that both the foreign investment in the
Stock exchange of Thailand and Bath-US Dollar, Peso-US Dollar, Rupee-US Dollar, Rupiah -US

Dollar have the relationship in the long-term.





