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ABSTRACT

The objective of this study is to investigate the relationship between Stock Indexes in
the United States of America and the Stock Exchange of Thailand Index (SET Index). The United
States of America stock indexes incorporated into this study are Nasdaq, Dow Jones and S&P
500. The cointegration method, error correction model, and Granger causality technique are
employed to investigate the relationship among these variables with 513 daily observations during
2™ January, 2003 - 28" February, 2005.

According to unit root test by Augmented Dickey Fuller test method at lag zero, the
empirical result indicated the statistical tests at this level of all data were insignificant. However,
the statistical tests at the first difference were significant at 5% level, implying all data was
stationary at 1(1).

The empirical results of long-run relationship showed that the SET Index had long-run
positive relationship with three United States of America stock indexes. Meanwhile, the short-run

model showed that the suitable speed of adjustment was between 0 and -2. From Granger



causality analysis, the United States of America stock indexes were found to have impact on the

SET Index but not vice versa.



