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ABSTRACT

The objective of this study was to analyze the relation between Net Foreign Investment
and Set Index in Stock Exchange of Thailand which were analyze by Cointegration @& Error
Correction technique by using monthly secondary data for 10 years from January 1998 to
December 2007 by using database of Bank of Thailand and the Stock Exchange of Thailand.

From the unit root test found both data were stationary but had different order of
integration which means net foreign investment in Thailand has the stationary at 1(0) but the set
index in stock exchanging in Thailand has the stationary at I(1). So the data could not be
considered in long-run relationship (Cointegration) and short-run model (Error Correction
Mechanism). Therefore, in this study, the Ordinary Least Squares Method is employed to
examine the relationship among these data instead.

The result of testing the relation between Net Foreign Investment and Set Index in Stock
Exchange of Thailand by the estimation of ordinary least squares equation found that the relation

between Net Foreign Investment and Set Index in Stock Exchange of Thailand changed in the



same direction significantly. The result agree with the economic assumption that once the stock
exchange of Thailand grows. It is measured by the set index of the stock exchange of Thailand,
the net foreign investment grows in the same direction. While if the stock exchange of Thailand

becomes infrequent, the net foreign investment will decrease also.



