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ABSTRACT

This thesis aims to examine the spillover effectiveness of United States Quantitative
Easing(QE) Monetary Policy on Thailand, Indonesia and Philippines’ financial markets
(TIP) in the post- QE introduction period. The Markov Switching Bayesian Vector
Autoregressive (MS-BVAR) model of Nason and Tallman (2013) applied after the
process proposed by Sims and Zha (2008) was employed as analytical tool in the
present study. Data for the investigation were the monthly time series of value of
purchasing U.S.’s Mortgage back securities (MBS), value of purchasing U.S.’s Treasury
securities (TS), value of Fed’s balance sheet (RFB), Stock exchange of Thailand index
(SET), Jakarta Composite index (JKSE), Philippine Stock Exchange composite index,
THB/USD, IDR/USE, PHP/USD, Thai government bond yield, Indonesia government
bond yield, and Philippines government bond yield from 14 January 2009 to 10 July

2014 covering 68 observations.

The results of Augmented Dickey-Fuller test (ADF-test) at level with none, intercept

and trend and intercept confirm that all variables are stationary at level under 99%

confidence level. Before estimating the parameter, theses variable were separated into 3

groups as TIP stock markets, TIP exchange markets, and TIP bond markets. We, then,

examined the various specification of MSBVAR model and found that among the trial

runs of several alternative specifications for each model, the results provide that Normal
f



wishart prior, two changes point with 1 lag term, which has a highest log marginal
likelihood, has a best fit in all 3 groups of model.

The best fit MS-BVAR model is estimated parameters including intercepts,
Autoregressive coefficient, and error covariance and transition matrix via the basic
algorithm for Gibbs sampling and Markov chain. The result shows that QE may have a
direct substantial effect on the TIP financials markets. Therefore, if the Federal Reserve
withdrawals the QE policy, it might also have an effect on the TIP financial market. In
particular, purchasing treasury securities program is more likely to affect the TIP
financial market than other programs. Therefore the TIP government, TIP center bank,
and investors should emphasize on the purchasing treasury securities program and take

cautious measures when a shock occurs.



