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ABSTRACT

The objectives of this study was to analyze the causal relationship between
stock price and volume of the Chemical Sector in the Stock Exchange of Thailand by
cointegration method. The 313 weekly data during 1999-2004 in logarithms on stock price
and volume for seven securities, namely Thaiplastic and Chemicals company limited(TPC),
The Aromatics (Thailand ) Public Company Limited(ATC), Thai Carbon Black Public
Company Limited(TCB), Thai Central Chemical Public Company Limited(TCCC), National
Petrochemical Public Company Limited(NPC), Thai Olefins Public Company Limited(TOC),
and Vinythai Public Company Limited(VNT) were collected in this study. Since the data were
time series, stationary test was conducted. The long-term and short-term relationships using
cointegration and error correction model (ECM) were analyzed for testing the Granger causality

relationship.



The results of unit root test showed that both stock price and volume had unit
root and had the same order of integration with an I(1) process in model without intercept and
trend. Also, the results of cointegration test found that all stock prices and volumes had the
relationship in the long term, except the ATC and NPC.

The results of the error-correction model (ECM) and Granger causality test showed
that both stock prices and volumes had relationship in the short term. In addition, the
coefficients of residual in the period of t-1 were significantly negative, implying that the
stock prices and volumes of the TPC, TCB, TCCC, TOC and VNT had the relationship in the
long term.

In sum, both in the short term and long term, it had the birectional causality
relationship between the stock prices and volumes of the TPC, TCB, TCCC, TOC and NPC.
However, the stock prices and volumes of the ATC and NPC were unidirectional causality,

implying that they had only relationship in the short term.



