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ABSTRACT

The purpose of this study is to investigate the relationship between stock price and
volume in the commercial bank sector in the stock exchange of Thailand by cointegration
method. Four securities in banking sector were selected in this study, namely Siam Commercial
Bank Public Company Limited (SCB), Bangkok Bank Public Company Limited (BBL), Kasikorn
Bank Public Company Limited (KBANK) and Krung Thai Bank Public Company Limited
(KTB). The 361 weekly data starting from February 1998 to December 2004 in logarithms are
collected for the analysis. Since the data are time series, stationary test is conducted. The long-
term and short-term relationship using Cointegration method and Error Correction Model (ECM)
are also utilized for testing the causal relationship in the sense of Granger.

The results of unitroot test show that both stock price and volume have the unit root and
have the same order of integration, with an I(1) process in model without intercept and trend.

Regarding to the Cointegration method, the empirical results indicate that the estimated residuals



are stationary with an I(0) process. Thus, it means that stock price and volume have the
relationship in the long-term.

According to the analysis of the Error-Correction Model (ECM) using stock volume as
an independent variable and stock price as a dependent variable, and vice versa, the results show
that they have the relationship in the short-term. Moreover, the results empirical reveal that the
residuals in period of t-1 are significantly negative, implying that stock price and volume of the
commercial bank sector have the relationship in the long-term.

Finally, for the analysis of the Error-Correction Model (ECM) and causality test, they
exist the causal relationship in the sense of Granger that the stock price and volume of the
commercial bank sector are bidirectional causality. In other word, they have relationship in the

short-term and the long-term.



