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The Effect of Type of Firm Foreign Operation and Currency
Hedging Transactions of Listed Firm on The Relationship
between Changes in Exchange Rate and Stock Returns in Thailand
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Abstract

This research aims to examine the relation-
ship between changes in exchange rate and stock
returns in Thailand and also examine factors
that affect this relationship. This research applies
regression to examine the study. The Real
effective exchange rate (REER) and USD-BAHT
exchange rate are used as a proxy for exchange
rate series. The closing prices of the Stock
Exchange of Thailand (SET) and 244 listed
companies are also used in this research. All
data are covered the period from January, 2003
to December, 2011. The results indicate that
there is a significant relation between contem-

poraneous stock returns and both REER

and USD-BAHT exchange rate. While, lagged-
exchange rate, there is a significant relation
only on USD-BAHT. Moreover, the returns of
firms that listed in SET are also significantly
exposed to exchange-rate fluctuations. When
we use REER as the dependent variable, market
value is only one factor that affects exchange
rate exposure, but this factor does not affect
on USD-BATH exchange rate. However, the
relationship between changes in exchange rate
and stock returns is not influenced by foreign
operation and the use of currency hedging

transactions.

Keywords: Exchange Rate, Stock Market, Hedging Transactions, Foreign Operations
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A, 0.000 0.000
0.000 0.000
A, -0.797 -0.444
(-0.398) (-0.362)
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(-0.041) (1.397)
S, -0.650° -0.591
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F-Statistic 1.368 1.147
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Muls FX -
Intercept 1.384" 0.788
(2.025) (1.240)
FX 1.663" -1.687"
(2.484) (-3.428)
FX 0.058 -1.2317
(0.082) (-2.494)
Adjusted R® 0.043 0.201
F-Statistic 3.420" 14.494™
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