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Abstract

The objective of this paper is to test the semi-strong-form market efficiency
of the Stock Exchange of Thailand (SET) with respect to the U.S. Monetary Policy
Announcements. It focuses on how quickly and properly the SET index responds to
the U.S. Federal Funds Target rate. This paper introduces the research methodology
that mitigates two main problems normally occurring in testing market efficiency
of emerging stock markets. They are the problem of information leakage before
the official announcement and the problem of joint hypothesis testing arising from
the instability of pricing — equiliorium model. The study finds that semi-strong-form
market efficiency does exist in the Stock Exchange of Thailand. More precisely, the
SET index reacts to the announcement of U.S. Federal Funds Target rate rapidly,
properly and without systematic delay. The anticipated increase or decrease in
Federal Funds Target rate has no significant impact on the SET index, while , on
average, the unanticipated 100-basis-point decrease (increase) in Federal Funds
Target rates is associated with 1.83% increase (decrease) in the security prices
in the Stock Exchange of Thailand. These findings suggest that full, timely and
accurate disclosure of information with strong regulatory enforcement is a crucial

factor for improving market efficiency in the Stock Exchange of Thailand.

Keywords: Market efficiency /the Stock Exchange of Thailand (SET) / U.S.

Monetary Policy
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fuuuii 1: Ry, =a + BAr, +g,

Ramsey Reset

F =108, P value = 0.359

ANdulsyans At P Value | ANdulsz@nsg A 1 P Value
ANAST -0.025 0.19 0.847 0.047 0.26 0.792
Art -0.005 -0.93 0.355 0.001 0.14 0.886
2 2 2 2 2 2
R, Ad R R = 0.008, Adj R = -0.001 R = 0.000, Adj R = -0.009
F Test F= 0.86, P value = 0.355 F= 0.02, P value = 0.886

F = 0.23, P value = 0.875

e u
R,y =0+ BAr +B,Ar" +¢,

Ramsey Reset

F =0.15, P value = 0.931

AIMLLA 2
Adulsyans At P Value | ANdulszdns At P Value

V’hﬂ\‘iﬁ -0.029 -0.22 0.826 0.085 0.49 0.622
e

Ar[ -0.004 -0.70 0.484 -0.008 -1.03 0.303
u

Art -0.008 -0.87 0.388 0.031 2.56 0.012

2 2 2 2 2 2
R, Ad R R =0.01, Adj R = -0.01 R = 0.086, Adj R = -0.068
F Test F= 0.51, P value = 0.603 F= 4.69, P value = 0.011

F =270, P value = 0.048

R, =0 + BA7S + B,Ar" + iR, +¢,

Ramsey Reset

F = 0.23, P value = 0.872

AIMLLN 3
Adulsyans At P Value | Anduilev@ns A1t P Value
AAST -0.043 -0.33 0.743 0.037 0.22 0.829
e
Ar[ -0.003 -0.57 0.570 -0.006 -0.73 0.468
u
Ar, -0.011 -1.10 0.274 0.020 1.51 0.135
Rt—l 0.070 0.73 0.469 0.226 1.81 0.073
2 2 2 2 2 2
R™ ; Adi R R” = 0015 Adj R = -0.014 R”=0.115, Adj R~ = -0.088
F Test F= 0.51, P value = 0.674 F= 4.29, P value = 0.007

F =224, P value = 0.089
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