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ABSTRACT

The purpose of this study was to determine the relationship between net foreign
investment in securities and the SET index and the indices of major stock markets in the Asian
region. Variables used for the study are net securities investment of foreign investors, the Stock
Exchange of Thailand index (SET), the Stock Exchange of Malaysia index (KLI), the Stock
Exchange of South Korea Index (KOSPI), the Stock Exchange of Philippines index (PHCOMP),
the Stock Exchange of Shanghai index (SSEC), the Stock Exchange of Singapore index (STI) and
the Stock Exchange of Taiwan index (TWII).

Before the estimation by Vector Autoregression (VAR), stationary tests of the time series
were undertaken as well as the determination of the lag length, using weekly data from January
2541 to December 2551 covering 520 observations.

The Unit Roots Test by Augmented Dickey — Fuller (ADF test) method and Phillips
Peron Test (PP test) method indicated all data sets were stationary at I (0) at 0.01 statistically

significant level.



The results of VAR by Impulse Resopnd Function estimation showed that the shock
occurring in the net value of investment from foreign investors caused itself to decrease for 2
weeks and resume the normal level in the 4" week. The shocks occurring in the Stock Exchange
of Malaysia index (gKLI), the Stock Exchange of Thailand (gSET), and the Stock Exchange of
Taiwan index (gTWII) were found to cause the net value of investment in Thailand of foreign
investors to decrease slightly for 2 weeks before returning to normal levels during the 3-5" weeks.

Meanwhile the shocks occurring in the Stock Exchange of Korea Index (gKOSPI), the
Stock Exchange of Philippine index (gPHCOMP), the Stock Exchange of Shanghai index
(gSSEC), the Stock Exchange of Singapore Index (gSTI) appeared to cause the net value of
investment in Thailand of investment to increase slightly for 2 weeks before returning to normal
levels within 3-4" weeks.

The results of variance decomposition showed that the variations of net value of
investment from foreign investors more than 99% came from this variable itself and the rest from
the Stock Exchange of Taiwan index, the Stock Exchange of Thailand index, the Stock Exchange
Malaysia index, the Stock Exchange of Shanghai index, the Stock Exchange of Philippines index,
the Stock Exchange of Singapore index and the Stock Exchange of South Korea index,

respectively.



