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The objective of this study is to compare the degree of capital mobility and find
the determinants of the return in the money market, the stock market and the bond market
in Thailand before and after the Asian financial crisis in 1997. This is done using the
Cointegration and Error Correction Models (ECM) techniques to estimate the degree of
capital mobility for the period covered 184 months starting from January 1990 to

December 2005.

The results find that the degree of capital mobility in the money market and the
stock market are lower after the financial crisis, but it is higher in the bond market. The
results from the ECM models indicate the adjustment of the short run equilibrium towards
the long run equilibrium in the money market during both period, but the adjustment
occurred only after the financial crisis in the bond market. But there was adjustment in the
stock market and the bond market before the financial crisis. The results from the Chow
test during before and after the financial crisis indicate the structure change of the rate of

return in every market.

The policy implication from this study shows that only monetary policy using
domestic interest rate variable to stimulate capital mobility is not enough without the

strong economic foundation of the country.





