CHAPTER 4

The Empirical Results
antl:nu:nmdck the data are used to find the
appropriate results. mm&%mmﬂemﬂmmmﬂﬂ
capital inflows which __ﬂm:mdnl,pmifohofmmgn

mwstmmtnndelmdf

Popuhhmm'lhmimdlthmct
Dl = Political situation ;D1 = 1 if political shock,and D1 = 0,
otherwise

D2

Withholding tax ;D2 = 1 if exemption from tax,and D2 = 0,
otherwise
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The Foreign Direct Investment Results

The study of the relationship of inflows of foreign direct investment
with the variables are gross domestic product, minimum wages, population, yields
from investment, and the dummy variable which are political side and the exemption
from withholding tax.(Table 4.1) The equation was estimated using ordinary least
squares with the following muhs(t*mrtmmpm;u}

FDI = 1,139,666 + 052 GDP, /@POP-'- 1347.14 MW, - 10.66 y,
—(a31) 2 {-3.4;;- (1.62) (-3.83)

? - (4.1)

% —'F-i,t!!l 16.26 D.W. = 1.44

‘ h ‘.:}'mabhsexnhmmgﬂnmﬂaw;uffmlgn
dmmMm(GDP)mm;@@muﬁ
percent level(t.= 2.09) :thisﬂn_ﬁuve s@;mexpecmd. The population,
yields from investment poiitical sd@ﬂ)!}ms:gmﬁcmnﬁpemnt level
bmﬂ:ym:m:mms:@mﬂnmnmhmmwmmdﬂu
mmddmyvmi}bh,mtmlylnwﬂum“nﬁhﬂﬂsnmnﬂtmgmﬁmt
wnht-smushBS?WW :

:\.

i

Th:RaJnfﬂBZhuquaﬁunH.l)shnﬁ?édﬂmﬂnuﬁ:bhimhldud
helpm:xplamﬂEpumﬂﬂrmﬂﬁw;vfﬁm@dmtmmmTh:F
statistics was significant at the 1 percent level Qf‘dﬂZ. therefore, we can conclude
that n]lufihemdependmtvnuh}uhweeffeﬂum fmmgndnm investment .
Hnwwu- mﬂwrfcmmw ‘g v? istics of those
vmablqﬁﬁhmadelmsdll fied. the model in
mmywnysmhdmgih:md:pmdmthggedmu&elmdﬁmﬂyfmmﬂﬂmtﬂn
appropriate model in explaining the inflows of foreign direct investment should be

FDI = -511,353.0 + 0.01 POP, - 2,202.36 MW, +331y,, (4.2)
(4.30) (-3.23) (3.4)

R =081  Festat = 21.93 D.W. = 1.06



Table 4.1 Foreign Direct Investment Variables

Year GDP| MW, POP, Y, D1 | D2
(Million Baht)| (Baht) (Person) (Million Baht)
1976 765200 | 21.11 43,213711 1618 1 0
1977 814,000 | 22.88 44,272,693 1,68 1 0
1978 928,800 | 26.80 45,221,625 1661 o 0
1979 078,100 | 3442 [ | 44 ,?-: 1972 o 1
1980 1,024.900 | 4447 «A& 2049 o 1
1981 1,085,500 #: dmn,@;: 3406 | 1 1
1982 1,143,600 . ? 2| o 1
1983 1,207,400 | / : 2714| o 1
1984 1,226,900 * So8691 :.am 0 0
1985 1,336,200 i s ot | 1 0
1986 1,410,2 7 2ae2| o 0
1987 1,544,400 L ss stndaz ¥ sees| o 0
1988 1240000 | 0. A et 7 8322| o© 0
1989 l.ﬂﬂ\,!(g) e L : ;_AQ ! 7 0 1
1990 z,mm 3 - 0 0
1991 z.m.sog 92.88 @m 1 0
1992 2,546,800 [/ 105.69 57,788,965 21,000 o 0
- | R AY[DBINYIRT - | -
1994 31042,000 | 124.33 ¢89005419| _ 34080| o | o
o) ] il e )] 3488 A i )
Sources:'GDP, is collected from i i 1995

MW ,,,POP,y, and D2 are collected from the Bank of Thailand
D1 is collected from_Siam Almanac 1995

Notes: GDPt at constant price(1980 year base)
MW, and y, are in nominal term
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The R" of 0.81 suggested that a good deal of variance the model is
explained. The F-statistics is significant at the 1 percent level (F, ,,=5.29) and this
allows us to reject the null hypothesis that all of the coeffecients of the independent
variables in equation 4.2 are equal to zero . Thus, we can conclude that all of the
independent variables have effect on foreign direct investment. The D.W statistics of
1.06 is not in the region of any serial correlation . Equation (4.2) indicated that the
varhblesus‘mgtucxphhthef ign direct investment are the population, the
minimum wages and yield from inves /

Aﬂ&cmw:gm&m-dﬁpamthwlmdnﬂﬂmw

variables have the expected sigs be interpreted each variable in equation (4.2)
as the change in oue"pessbn of lation will cause the change in inflows of
foreign direct investaaéfit 904 illion babt in the same direction. The change in
one baht of minimum Wwages of 'th—ihbor will cause the change in inflows of

foriegn direct investmeny 2,203 mf:mbahtinduuppmmduum:n,mdﬂ:
change of 1 million baht of i Hs.ﬁwﬂziweshwntwﬂlcmﬂmd;mgcmmﬂows
of foreign direct investment fs:‘n mmﬂﬁahtmﬂm same direction.

. .H:'-J"-u .A’.n

4.
e

: i vari !]m have no relationship with the
inflows of foreign direct investzent "I‘h?mu situation in Thailand(D1) has no
mhmhmm&mmmw?mweachmtmkys
political shock may have more power.Chapter 3 m__ﬂon:l: explanations of such
fm:,gnpolmnnlsmmtm

R ¥
gﬂ--l
B

T

For domestic political, shock,, the, latest .coup. in the government of
General Chatchai Chunhawana did not canse the decrease ifi the amount of foreign
direct investment inflows from the previous year, and next year the amount of
inflows) is 'atill| ifcrease; It“shows| the IoW ‘relationship betwécn ‘domestic political
situation and inflows of foreign ‘direct investment ™ For the exemption from
withholding tax or D2 is not also relate to the inflows. The reason can be explained
that the part of fund which firms borrowed from parents companies did not have
any affect from incentives like exemption from tax on interest or withholding tax.

The model below shows the relationship between Portfolio Foreign
Investment and other variables affecting in portfolio foreign investment Those



variables are Gross Domestic Products, interest rate differential , yield from
investment in the market, exchange rate which measure from the deviation and let
them in squares form and the stability of government.

PFI = o, + o,GDP, + u,‘.rtd-l- uay:i- o, ER, -
a , D1
where:

IMOTCSE ToEE O

-
n-n mn nn

=
n

yields from mﬁ nvestment ar 1) (Table 4.2). The
ummdqum&moﬁmnyhutqummhwmnufaﬂm{tsmm

““““ﬁummmwmm
Chud ﬁwﬂﬁm 3y e ﬁmw

2,513.79 yt - 4,835.72 D1 (4.3)
(0.46) (-0.22)

R = 087  Festat = 1859 DW. =168
From equation 4.3, we found that the variables which help to explain

the inflows of portfolio foreign investment are gross domestic product with the
significant at 5 percent level(t, = 2.08) and it goes in the same direction with



Table 4.2 Portfolio Foreign Investment Variables

| ' X
Sourcesl) r, and ER, are collected from the Bank of Thailand

Notes:

y, is collected from Stock Exchange of Thailand
D1 is collected from Siam Almanac 1995

r:unaluuawdﬁ'nmﬂmdiﬁermmbetweenm

and Buro rate 1 month

Year GDP, 1.':i j'.. ER, D1
(Million Baht)| (Percent) | (Million Baht)] (Baht)
1976 765200 | 547 8.11 -3.74 1
1977 814,000 | 481 5.43 -3.74 1
1978 928,800 -3.40 0
1979 978,100
1980 1,024,900
1981 1,085,500
1982 1,143,600
1983 1,207,400 |
1984 1,276,900
1985 1,336,200
1986 1,410,20
1987 1,544,400
1088 1,749,600 1
=
1989 1,962,900 = A8
1990 2,: ,
1991 2,367 i
1992 2,546,800 | 8.43
| o
"= ATV
1994 8/047,000 | 646
g A 2yt me|e ..\

Y. is calculated from the market dividend yield formula



portfolio foreign investment inflows as we have expected. Other variable is
exchange rate which has the t statistics significant at 5 percent level and it also has
thasignumhnwnpeoﬁd.hﬁmtnﬂdiﬁ‘ermﬂyi:lﬂaﬁmpoﬂfaﬁo
investment and political situation (D1) have the right sign as expected but have a
low t statistics or it can be conclude that it is not significant at 5 percent level.

Emlhnughweu-}q waystomhrethmpmbhmmhdmg
lagged variables, :tsﬁ]lgnwﬂa:m ack to consider equation 4.3, theR
nt‘ﬂﬂ?pmvnjeaguodnessaf&nfﬂu L. The F-statistics is significant

ulpmmhwlm,_,ﬁnmﬂmmmmmmuhypmﬁm that the
i i zero of we can conclude that all of the
ot on portfolio investment.

¢ factors ‘which detérmined the inflows of portfolio
omestic pr and exchange rate at time t. If gross
million baht, the portfolio foreign investment inflows
_'mbﬁiht"” ‘nwd!lwucm,andlftlmnchmgerm
p@ﬂfohn_&m investment will change equal to
11.85?.4ﬂnﬁl]imbahtm‘ﬁ=‘ %En&mam&muﬁm
level. Interest rate d-mmnq,ﬁg: does not relate to portfolio foreign investment
inflows resulted from foreign factors or push factor of other countries that extracted
the investment apd indifference with imterest rate diffesential. Though yields from
portfolio investment bave the expected sign but haw:ﬂ:e level of t statistics. This
can be explained by the same reason with the interest rate differential

The“dummy varidble ' of domestic' political”situation(D1) has no
relationship with the portfolio foreign investment inflows begause the of other
investors ¢untrics sifuation have the parfial power|in determining. inflows. In1990,
the gulf war happened and it scare ihcmv:stnmespé"éialbmtfnstonkexﬂhmgc
market which is quite sensitive to shock. The world economic receded during that
time and it also affected Thai market. From those reason, the yield from Thai market

investment does not have enough power to attract investment.
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~ The model below shows the relationship between Foreign loans and
other variables which affects in determining foreign loans, These are interest rate
differential , current trade balance ,yield from loans,exchange rate which measure
ﬁnmdwinﬁnnmdhtﬂmhlqumﬁxm,ﬂnpoliﬁmlnhnmmdwiﬂ:holding

tax.It can be seen as: \\'//
FL = —:‘_.I‘;* th%, + Y,ER + yD1 + y, D2

situation andqllxemmm from vylhholdm,g Iﬂ.ﬂnble 4.3). The equation using

mﬂﬂﬁﬁW%ﬁﬁﬁ%“ .

d
FL = -104,013.6 +18,097.44 1, - 8,749.71 ER, - 1.41 CTB,

(1.53) (-0.89) (-6.69)
-30,231.71D1 -13,470.58D2 (4.9)
(-0.72) (<0.28)

R'=087 Festat = 1903 DW.= 1.20



Table 4.3 Foreign Loans Variables

year r, ER, CIB| D1 | D2

(Percent) | (Baht) (Million Baht)

Sources!’r, , ER, CTB, and D2
D1 is collected from Siam Almanac 1995

Notes: 1, is calculated from the differences between MLR
and Euro rate 1 month

ER, is calculated from the variance from the 1976-1995 average
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The R of 0.87 from above equation explain a good fit of variance in
the model and the F-stat of 19.03 together with the F statistics is significant at 1
percent level (Fy = 4.56)allowing us to reject the mull hypothesis that the
regression cocffecients are equal to zero or we can conclude that all of the
independent variables have effect on foreign loans. However, when we consider
cach factors, we found that interest rate differential, exchange rate and the first
dummjrvarhbhhnveﬂrﬁghtsimp coefficient as we have expected but neither
has the t-statistics significance at 5 pe Jevel. Even though current trade balance
hmﬂutﬂmmums@ﬁcmnﬁp:m& Both current trade balance has an
expucﬁ'.dmgn mdmow-ﬂhmﬁmmyvaﬂnbkhmm wrong

: ywaystuﬁndnuiﬂumtappmpnnﬁ:
lnd the result was not quite satisfied. Finally,

.I"J
_,.-.r.} i

FL = 3.3 -wi‘? m;ﬁ.,g‘ oﬁaéﬁ.:u ER, - 1.43CTB, (4.5)
CEEOY 1@::5‘ (-0.76) (-7.37)
‘J ! ""_'.:-_-' _j ""..}"'—
;R = 0.87 F-stnt-34.ﬂ A DW. =120
v e

meequnﬁmi.ﬁ,ﬂnk was equal to equation 4.4 which meaned a
good deal of the model, The F-statistics is significant at 1 percent level (F, ,,=5.19)
allowing us to.reject the anll hypothesis. that, the, regression-coefficient are equal to
mmmmmwﬁwﬂm-ﬂﬂ:ﬁmdepm&cﬂvmhhnwcﬁwtmfm:gn
loans . The D.W. vahlenflzpunotfallmﬂn region of having serial
correlatiofi o equatitn 4.5, ‘fhe | ficior Whﬂ’ iﬂnﬂﬁ?ﬁrfmmgulum is
interest rate differential and the coefficient has the s: slgunswe‘hnwcxpamd.

Interest rate differential is significant at 10 percent level. The
=xchmgcmt=nndmnthad=bnlamcissiglﬁﬁcmea,tﬁpemmthvel(tblzm),
exchange rate and current trade balance go in the same direction with foreign loans
inflows as we expected. The change in one percent of interest rate differential cause
the change in 17,434.25 million baht of foreign loans in the same direction as we
have expected. The change in 1 million baht of current trade balance will result in



ﬂnehangchfmignlumofI.43mjllionbal:1'mlheuppmimdimctionanditis
not as we have expected.

Themmnthdebalamehadsipiﬁcmbﬂgminihcexpect:d
direction . The exchange rate is insignificant in foreign other loans inflows because
the incvitabhbonuwingufbunow:rtumvumycﬁsismdiﬁsmshymaka
inmmignmuﬂ:gnhnrhu&opgiﬁﬂchmgem.

The Comparative Resulis with Other Studies

pop:hmnuthn:twas N0 \rﬁrslg.nﬁin!nt 10 percent level. She explained that
,fﬁrﬂ; mvestment in Thailand,
' G < ey

Jeerasak desgxﬂ:gdf fwm-‘@tmg foreign direct investment in
mmmcm:&dmmmmmﬂg;mmmmm

mamMnmgurmm“tmwme advantages or
product life cycle, qumgurmn;dzmmd:maumscmdmpmlsmck
adjustment. ' -

“For the_factors | determining‘portfolio fordign investment, it was found
Mymadmhcpmdwgemhagem:cmﬂrmporﬁatfwmaﬁwﬂgpoﬂfohu
nvestiité Fflows with 1 statistics af 5| pefoént feyél sighificanios
msmnnﬂpm&mhshﬁpeﬂsmmdslguﬁmﬂsmkwL
Interest rate differential and yields from portfolio investment are significance at 10
percent level at least 10 percent but both has negaive sign which opposite to her
hypothesis. She referred to the world crisis in some years which obstructed the
fumignfunds.Sunhasﬂmnﬂcrisish1931,tlndepmcimionof'lhaibnhlhiﬂﬂ4
and the Gulf war in 1890. Jeerasak found that the inflows of foreign investment
funds was correlated with gross domestic product and investment returns 14 months
later. In other words, variations in the net inflows of 14 monthes ago can be seen in




Table 4.4 Comparative Results of Determinants of Foreign Direct Investment

aﬂﬁagmﬂmmuwnwmaﬂ

1976-19985 were used
"ﬂ! annual data from 1977-1990 were used
slnﬂl'nmlmakmeddeamb&v:mﬂmdmiexphin



Table 4.5 Comparative Results of Determinants of Portfolio Investment

1 3 3

Sangnapa Jeerasak Srisuda
GDP, 0.13

(5.68)
GNP, 0.01

(2.58)

av, <o M 21713
= Gross Domestic Préduct 14 months later o/

¢ PiASDAlRTIEN A

r“m = Iﬂvﬂmtm i3 m hﬁr

Notes; 'The annual data from 1976-1995 were used
2"Ihcamonﬂ:nl;.r|laa.taIErt:n:|lliﬂll-lﬂiiﬂmemmsr.m:'l

E'Ih: annual data from 1977-19980 were used



Table 4.6 Comparative Results of Determinants of Foreign Loans

Sangnapa : Jeerasak S.t'isdl.lo:la:l
CTB, -1.43
(-1.37)
d
I, 17,434.25
ER,
CAD
FORW
I
d
L
BG,
GNP,

s Mﬁwhﬂlm ’
ARIEYRTrmeNat

Notes. 'The annual data from 1976-1895 were used
*The monthly data from 1984-1988 were used

*The annual data from 1977-1980 were used




either gross domestic product or invetment retumn figures of the current month, with
explanatory power of 31 percent and 39 percent respectively.(Table 4.5)

It can be seen from Table 4.6, it was found that interest rate
differential and current trade balance are significance at the impose level and have

ﬂr.nignulthm:hm “the hypothesis.Srisuda found that government
budget balance and interes ‘differentinl fre the factors which affect the inflows
of foreign loans. Both hay wilhsigniﬁmntatl:utm
percent level but gross ‘ significance and also has the
opposite sign as she It shows that the interest rate differential
in srisuda and hus, interest rate differential
seems to be an ctors affecting the inflows of
foreign loans. J deficits and the forward rate

AUEINENINYINT
ARIAN TN NN INY I
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