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ABSTRACT

The objectives of this study were to find out the economic and financial factors that
determine capital flow from foreign countries to Thailand, and to analyze the long-run
relationship between those variables during the Thai economic crisis and the U.S. sub-prime
crisis. The quarterly data were collected during the first quarter of 1992 to the third quarter of
2011, totally 79 observations. The methodologies employed in the study were the cointegration
method to analyze the long-run relationship between those variables, and the error correction
mechanism (ECM) to investigate the short- run dynamic and adjustment process.

Firstly, the results of unit root test showed that all variables were found to be non-
stationary and were characterized by I(1) process. Secondly, the results of the cointegration
analysis indicated that there existed long-run relationship between net capital flow to Thailand
and those economic and financial variables.

Finally, the error correction mechanism (ECM) results indicated that the relative GDP
growth rate, the relative market capitalization growth rate between Thailand and the U.S., and the

dummy variable represented the economic crisis of Thailand had significantly negative impact on



the net capital flow to Thailand. In addition, the coefficient of the disequilibrium in the previous
period existed a significant value between -1 to 0 implying that the errors of all variables were

adjusted to the long-run equilibrium.



