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Chollathis Nualplab 2008: SET50 Index Futures and The Development of The Stock
Exchange of Thailand. Master of Economics, Major Field: Economics, Department of

Economics. Thesis Advisor: Mr. Arun Kiarasarn, Dip.de.Ill Cycle. 85 pages.

In 2006, Thailand Futures Exchange (TFEX) introduced SET50 Index Futures. As a
result, the Thai Stock Market has witnessed more enhanced development since then. After trading
for a year, the evidence shows low market liquidity. This implies smaller number of speculators
in comparison with hedgers. The most recent Thailand Capital Market Master Plan (2006 - 2010)
has emphasized on the rising proportion of institutional investors. Furthermore, it strongly
positions the Thai Stock Market as an alternative source of savings. This paper will study the
impact of the SET50 Index Futures to the Thai Stock Market. In addition, it will examine a
correlation between the trading volume of the institutional investors and the level of development
of the Thai Stock Market. An index of the development level of the Market will be constructed
according to Levine (1996). Finally, this study will test an efficiency of a technical analysis and

the movements of a basis for short-term speculation.

The study shows that after the establishment of the SETS0 Index Futures, the Thai
Stock Exchange has higher level of development. Moreover, the movement between the
development level of the Thai Stock Exchange and the trading volume of the institutional
investors illustrates positive correlation. Nevertheless, the very short sample period, political
turmoil and US subprime have resulted in limitation of the derived index. Besides, the technical
analysis and the basis movements generate sufficient efficiency for the speculation. However, the
latter creates higher accuracy. In the future, if distance futures contracts possess higher liquidity,

these methods can be adopted for investment strategies.
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INDEX =0.4165 + 0.0550 IVAL

t-statistics (3.9764) (4.9107)

R’ = 0.329 Adjust R? = 0.316
SE. = 0.2802 F-statistic = 24115
DW. = 0.5616

Correlation = 0.5743
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