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ABSTRACT

This thesis provides evidence regarding the role of oil prices on the weekly Thai
and Asia stock indexes, namely Nikkei 225 (Nikkei Stock Average 225), Tokyo Stock
Exchange, ALL (ASX All Ordinaries index), Australian Securities Exchange, KLSE
(KLSE Composite Index), Malaysian stock market, TWSE (Taiwan's composite Index),
Taiwan Stock Exchange, BSESN (Bombay SE Sensitive Index) Bombay Stock Exchange,
movements using time-varying conditional correlations. Oil price changes are found to play
an important role in all stock markets, except BSESN Compared with a bivariate model
without any explanatory variables, the inclusion of oil price changes increases the

persistence of time-varying correlations in a dynamic conditional correlation model.
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Furthermore, a regime-switching smooth transition conditional correlation model shows
that conditional correlations increase during periods of volatility.

The long memory process can provide a good description of many highly persistent
financial time series. The log daily Asia prices Index from November 10, 1998 to
November 10, 2008 are highly persistent and remains very significant in the autocorrelation
function. The R/S statistic and GPH test confirm the long memory property. The BSESN
(Bombay SE Sensitive Index) Bombay Stock Exchange with slop of the linear trend, N225
(Nikkei Stock Average 225) Tokyo Stock Exchange, PSI (PSE Composite Index)
Philippine Stock Exchange are stationary and short memory. The SSEC (Shanghai
Composite Index) Shanghai Stock Exchange, JKSE (Jakarta Composite) Indonesia Jakarta
Composite, KLSE (KLSE Composite Index) Malaysian stock market, SETI (SET
Composite Index) the Stock Exchange of Thailand, KS11 (KOSPI Index) Korean Stock
Exchange, TWSE (Taiwan’s composite index) Taiwan Stock Exchange are stationary and
long memory. The ACF plot of all log price Asia Indexes have been well capture by the
SEMIFAR model which is replaced p by g(it), a smooth trend. The graph contains the
predicted values, standard errors of predictions and generating coefficient plot of the
coefficient are not change the prediction.

The risk-return relationships of Asian stock markets with a time-varying CAPM
model for ten Asian Stock Markets are purposed the Adaptive Least Squares with Kalman
foundations, Bayesian, and Quantile regression are used for estimating the time-varying
CAPM model and comparing the alpha, beta for each estimator. The values of time-varying
alpha and beta, estimated from Quantile regression, are much greater and lesser than the
estimating- value of the time- varying alpha and beta, estimated from The Bayesian and
Kalman filtered estimator at quantile 2.5% and 97.5%. The Bayesian and Kalman filtered

estimator present the closely value.



