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Abstract

This thesis studies the affections of the adjusted debit balance for finance/bearish and
the net buy/sell for three major institution investors (the dealers, the domestic
institutions, and the foreign investment institutions) on TSE index and its trading
volume to verify if there exists a long-term equilibrium among them. Besides, the
volume for finance/bearish and the variation of net buy/sell volume for the three major
institution investors are assumed as another affected factors in this study. Some
econometrical methodologies such as the unit root test of Augmented Dickey-Fuller,
Granger causality test, cointegration test, and_the VECM estimation are employed in
this research. The main results are shown as foliows:

1. Granger causality test = o/

Among the market indicators of the non—egc?'g-(;mic factors, the TSE index is affected by
its past performance significantly: Thel other fact_:ors such as the trading volume, the
finance/bearish volume, and the opefation of the foreign investment institutions are not
the leading indicators. Besides, the trading strategy of the foreign investment
institutions is independent and is not affected by the variation of the market.

2. Cointegration test

For all trading periods, there exists the relationship significantly under 1% confidence
level between the TSE index and other variables such as the adjusted debit balance for
finance, the net buy/sell for the dealers, the domestic investment institutions, and the
foreign investment institutions. However, the adjusted debit balance for bearish is an
exclusion.

3. VECM estimation

(1). The interaction between TSE index and the three major investment institutions

v



The empirical result proves that the speed toward the long-term equilibrium for the
three major investment institutions is faster than for the TSE index, even the latter
plays a leading role.

(2). The operation for the retail investors and the three major investment institutions
The empirical result proves that the speed toward the long-term equilibrium for the
adjusted debit balance of finance is faster than for the net buy/sell of the foreign

investment institution, even the latter plays a leading role.

Key Words: Cointegration, Granger causality test, Vector Error Correction Model
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