
CHAPTER IV 

DATA

เก th is  s tu d y , I u s e  d a ily  e x c e s s  re tu rn s  o f th e  SET in d e x  from  th e  s to c k  

E x c h a n g e  o f T h a ila n d  (SET) a n d  th e  g o v e r n m e n t  b o n d  in d e x  from  th e  T hai B o n d  M arket 

A sso c ia tio n  (Thai BMA). T h e  SET is a n  officially r e g u la te d  s e c u r i t ie s  m a rk e t. Its p rim ary  

ro le s  a r e  to  s e r v e  a s  a  c e n te r  for th e  tr a d in g  of lis ted  s e c u r i t ie s  a n d  to  u n d e r ta k e  a n y  

b u s in e s s  r e la te d  to  th e  s to c k  m a rk e t. T h e  T hai BMA, p re v io u s ly  k n o w n  a s  th e  T hai B o n d  

D ea lin g  C e n te r  (Thai B D C ), is a  s e c u r i t ie s  b u s in e s s  r e la te d  a s s o c ia t io n  u n d e r  th e  

S e c u r it ie s  a n d  E x c h a n g e  C o m m iss io n  A ct. T h e  p rim ary  ro le s  o f th e  T hai BM A a r e  to  

fa c ilita te  th e  o p e ra t io n  of th e  s e c o n d a r y  m a rk e t for b o n d  tra d in g  a n d  to  b e  a  fo ru m  for 

d i s c u s s in g  i s s u e s  o n  th e  b o n d  m a rk e t d e v e lo p m e n t .

T h e  s a m p le  p e r io d  ru n s  from  4  J a n  1 9 9 9  to  31 D e c  2 0 0 5 . I c h o o s e  to  s ta r t  th e  

s a m p le  in 1 9 9 9  b e c a u s e  th e  T hai b o n d  m a rk e t h a s  b e e n  a c tiv e ly  t r a d e d  a f te r  T h a ila n d ’s  

e c o n o m ic  c r is is  in 1 9 9 7  a n d  th e  g o v e r n m e n t  b o n d  d a ta  h a s  a ls o  b e e n  a v a ila b le  s in c e  

1 9 9 9 . Im p o rtan tly , th e  T hai g o v e rn m e n t a n d  r e la te d  a g e n c ie s  h a v e  in c re a s in g ly  is s u e d  

n e w  b o n d s  in o r d e r  to  ra is e  fu n d  for th e  p u r p o s e  of e c o n o m ic  d e v e lo p m e n t  a f te r  th e  

c ris is .

T his p a p e r  u s e s  a  to ta l re tu rn  in d e x  a s  a  p ro x y  o f th e  g o v e r n m e n t  b o n d  in d ex . 

T h e  to ta l re tu rn  in d e x  is c a lc u la te d  b y  a  p e r c e n t a g e  c h a n g e  in g r o s s  p r ic e  a n d  a d ju s te d  

for a  lo s s  o f th e  a c c r u e d  in te re s t  o n  th e  c o u p o n  p a y m e n t d a y  b y  a d d in g  th e  c o u p o n  

v a lu e  to  th e  g r o s s  p r ic e . N o te  th a t, th e  g r o s s  p r ic e  o f a  b o n d  is its n e t p r ic e  p lu s  th e  

a c c r u e d  in te re s t .  T h u s , th e  to ta l re tu rn  in d e x  ta k e s  into a c c o u n t  th e  p r ic e  o f  th e  b o n d , 

a n y  in te re s t  th a t  th e  b o n d  a c c r u e s  a n d  p a y m e n ts  of e a c h  b o n d , w h ic h  a r e  r e in v e s te d  in 

th e  in dex .

I calculate daily continuous compounded returns of the SET index and the

government bond index using the following formula;

Return (rt) = เก (Index,/ Index,,,)
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D aily e x c e s s  re tu rn s  o n  th e  SET in d e x  a n d  th e  g o v e rn m e n t b o n d  in d ex , w h ich  

a r e  d e f in e d  a s  risk  p re m iu m s  in th e  s tu d y , is th e  d i f fe re n c e  b e tw e e n  d a ily  r e tu rn s  of 

t h e s e  a s s e t s  o v e r  d a ily  th re e -m o n th  t r e a s u r y  bills r a te , c o l le c te d  from  th e  B a n k  of 

T h a ila n d  (B O T).

R isk p re m iu m  (R[) =  rt -  rft ; rft =  d a ily  th re e -m o n th  tr e a s u r y  bills ra te

T h e  ty p e s  o f a n n o u n c e m e n ts  in th is  s tu d y  r e p r e s e n ts  w id e  a r e a s  of th e  e c o n o m y  

s u c h  a s  rea l e c o n o m y , inflation, c o n f id e n c e  in d ex , a n d  e x p o rt- im p o rt m e a s u r e s ,  w h ich  

a r e  d e s c r ib e d  a s  fo llow s;

T ra d e  b a l a n c e  a n n o u n c e m e n t  T h e  a n n o u n c e m e n t  o f th e  t r a d e  b a l a n c e  m a y  

re f le c t n e w  u se fu l in fo rm ation  a b o u t  th e  s u p p ly  a n d  d e m a n d  fo r d o m e s t ic  

c u r r e n c y  in th e  fo re ig n  e x c h a n g e  m a rk e ts  a n d  a ls o  th e  p e r f o rm a n c e  of th e  

d o m e s t ic  t r a d e  a n n o u n c e m e n t  in a  g lo b a l c o n te x t. S u c h  t r a d e  b a la n c e  

in fo rm a tio n  is u se fu l n o t on ly  to  p r iv a te  e c o n o m ic  a g e n ts ,  b u t a ls o  in a s s e s s in g  

c e n t ra l  b a n k  a t t i tu d e s  a n d  p o lic ie s  fo r m a n a g in g  m o n e ta ry  a g g r e g a t e s ,  in te re s t  

r a te s ,  a n d  in fla tio n a ry  e x p e c ta t io n s .

C o n s u m e r  c o n f id e n c e  in d e x  T h e  c o n s u m e r  c o n f id e n c e  in d e x  is a  w ell p e r c e iv e d  

le a d in g  e c o n o m ic  in d ic a to r . E m p irica l e v id e n c e  s h o w s  th a t  th e  c o n s u m e r  

c o n f id e n c e  in d ic a to r  is h igh ly  c o r r e la te d  w ith th e  c u r re n t  s t a t e  o f  th e  e c o n o m y  

a n d  is a  p r e d ic to r  o f fu tu re  e c o n o m ic  s t r e n g th .

Inflation  T h e  e x p e c te d  im p a c t  o f in flation  o n  in te r e s t  r a te s  a n d  b o n d  y ie ld s  is 

s tr a ig h tfo rw a rd , a t  le a s t  in th e  s h o r t  te rm . T h e re  a r e  tw o  m o s t p la u s ib le  

h y p o th e s e s  r e g a r d in g  th e  f in an c ia l m a rk e t r e a c t io n  to  inflation  a n n o u n c e m e n ts .  

T h e  first is th e  e x p e c te d  inflation h y p o th e s is ,  w h ic h  s ta t e s  th a t  p o s itiv e  inflation  

s u r p r i s e s  le a d  to  a n  u p w a rd  rev is io n  o f inflation  e x p e c ta t io n s ,  th u s  ra is in g  s h o r t­

te rm  in te r e s t  r a te s .  T h e  s e c o n d  is th e  p o lic y  a n tic ip a tio n  h y p o th e s is ,  w h ich  

a r g u e s  th a t  h ig h e r - th a n - e x p e c te d  in flation  m a k e s  a g e n ts  in th e  f in an c ia l m a rk e t 

e x p e c t  a  t ig h te n in g  of m o n e ta ry  po licy . A g a in , s h o r t  te rm  in te re s t  r a te s  a r e  likely
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to  in c r e a s e ,  w h ile  lo n g  te rm  r a te s  m a y  e ith e r  in c r e a s e  o r  d e c r e a s e .  T his is d u e  to  

th e  f a c t  th a t  th e  a c t io n  o f th e  c e n t ra l  b a n k  l e s s e n s  e x p e c ta t io n s  of lo n g -te rm  

inflation .

R ea l e c o n o m ic  a c tiv ity  R ea l e c o n o m ic  activ ity , s u c h  a s  in d u s tria l p ro d u c t io n  a n d  

g r o s s  d o m e s t ic  p r o d u c t  (G D P ), b r in g s  in fo rm ation  a b o u t  th e  c u r r e n t  s t a t e  a n d  

s h o r t- te rm  p r o s p e c t s  o f th e  e c o n o m y . It is w id e ly  a c c e p t e d  th a t  th e  s to c k  p r ic e  

le v e ls  a r e  p o s itiv e ly  r e la te d  to  th e  le v e ls  of rea l e c o n o m ic  ac tiv ity . Intuitively, th e  

s to c k  r e tu rn s  a r e  a  fu n c tio n  o f th e  fu tu re  c a s h  flow  s t r e a m , w h ic h  is h igh ly  

d e p e n d e n t  o n  th e  fu tu re  e c o n o m ic  c o n d itio n s . A lso , in te r e s t  r a te s  a n d  b o n d  

y ie ld s  c o u ld  b e  a f f e c te d  if th e  in fo rm ation  a b o u t  rea l e c o n o m ic  ac tiv ity  is 

e x p e c te d  to  h a v e  a n  im p a c t  o n  th e  c e n tra l  b a n k ’s  m o n e ta ry  p o licy .

T his s tu d y  c o n s id e r s  on ly  th e  a n n o u n c e m e n t  e v e n t. M a c ro e c o n o m ic  n e w s  

r e le a s e s  d a t e s  a r e  c o l le c te d  from ;

M onth ly  p r e s s  r e l e a s e s  o n  e c o n o m ic  c o n d itio n  from  th e  BO T, w h ic h  r e p r e s e n ts  

th e  in fo rm a tio n  a b o u t  rea l e c o n o m ic  a c tiv itie s , s u c h  a s  m a n u fa c tu r in g  p ro d u c t io n  

in d e x , in d u s tria l c a p a c i ty  u tiliza tion , p r iv a te  c o n s u m p t io n  in d ic a to rs .

Q u a rte r ly  G D P  a n n o u n c e m e n t  from  th e  N a tio n a l E c o n o m ic  a n d  S o c ia l 

D e v e lo p m e n t B o a rd  (N E S D B ).

M onth ly  t r a d e  b a l a n c e  a n n o u n c e m e n t s  from  th e  M inistry  o f C o m m e rc e .

M onth ly  inflation  a n n o u n c e m e n t ,  w h ic h  in c lu d e s  c o n s u m e r  p r ic e  in d e x  (C PI) a n d  

p r o d u c e r  p r ic e  in d e x  (PPI) a n n o u n c e m e n t ,  from  th e  M inistry  o f C o m m e rc e .

M onth ly  c o n s u m e r  c o n f id e n c e  in d e x  (CCI) a n n o u n c e m e n t  from  th e  U n iv e rs ity  of 

th e  T hai C h a m b e r  o f C o m m e r c e  (U T C C ).

N o te  th a t  th e  BO T a n n o u n c e s  e c o n o m ic  d a ta ,  s u c h  a s  m a n u fa c tu r in g  p ro d u c t io n  

in d ex , in d u stria l c a p a c i ty  u tiliza tion , p r iv a te  c o n s u m p tio n  in d ic a to rs , o n  th e  s a m e  d a y . 

A lso , th e  M inistry  of C o m m e r c e  a n n o u n c e s  c o n s u m e r  p r ic e  in d e x  a n d  p r o d u c e r  p r ic e
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in d e x  on  th e  s a m e  d a y . T his s tu d y  is th e re fo re  u n a b le  to  s e p a r a t e  th e  n e w s  e f fe c t on  

s u c h  e c o n o m ic  d a ta .  H o w ev er, m on th ly  BOT p r e s s  r e le a s e s  o n  e c o n o m ic  c o n d itio n  c a n  

b e  v ie w e d  a s  th e  n e w s  a b o u t  rea l e c o n o m y , w hile  CPI a n d  PPI a n n o u n c e m e n t s  c a n  b e  

v ie w e d  a s  ov era ll inflation a n n o u n c e m e n t .

T a b le  4.1 s h o w s  th e  d is tr ib u tio n  of m a c ro e c o n o m ic  a n n o u n c e m e n t s  a c r o s s  th e  

d a y s  of th e  w e e k . M a c ro e c o n o m ic  a n n o u n c e m e n t  d a t e s  in th is  s tu d y  to ta ls  351 d a y s , o r 

a c c o u n t  fo r 2 0 %  of th e  s a m p le . N o te  th a t, th e  a n n o u n c e m e n ts  s e e m  to  d i s p e r s e  a c r o s s  

th e  d a y s  o f th e  w e e k .

Table 4.1: Macroeconomic release dates across days of the week
M onday Tuesday W ednesday Thursday Friday Total

BOT press release 10 11 12 13 38 84
CCI 1 35 13 31 4 84
Inflation 28 18 13 11 13 83
GDP 26 2 0 0 0 28
Trade balance 21 14 20 14 15 84
Total 84 79 56 66 66 351
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