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ABSTRACT
This study is to apply VECM maodel to analyze the relationship among the foreign institutional investors net buys-sells, stock indices,
and exchange rates of five countries, Taiwan, Japan, South Korea, Thailand and the Philippines, in the Asia-Pacific region. It is to
investigate if there is a long-term balanced influence among foreign institutional investors net buys-sells, stock indices, and exchange
rates. Besides, by using vector er-ror adjusting model, it is to investigate if our model has the capacity to modify a shore-term vector
deviating from the long-term balance, and if there is a cause and ef-fect relationship in the deviation. This study is concluded as
follows:
1. Wholly speaking, foreign investments in Taiwan, South Korea, Japan, Thailand and the Philippines tend to take advantages of
momentum strategy.
2. The Test of Granger Causality among foreign institutional investors net buys-sells, and stock indices and exchange rates in the five
Asia-Pacific countries reveals that, for-eign institutional investors net buys-sells prefer Taiwan, Japan, South Korea, Thailand for
their single leading stock index, and that foreign institutional investors net buys-sells prefer Japan, South Korea, for their single
leading exchange rate. The stock index pre-fers Philippines for its single leading foreign institutional investors net buys-sells. Our
study also shows that the cause and effect is neither Philippines existing between for-eign institutional investors net buys-sells and
exchange rate, nor Thailand.
3. Foreign institutional investors net buys-sells tend to have a long-term balanced rela-tionship with stock index and the exchange
rates in the Asia-Pacific region countries, including Taiwan, Japan, South Korea, Thailand and the Philippines.
4. The foreign institutional investors net buys-sells can be balanced by stock index and the exchange rates in three of the five
Asia-Pacific countries have capabilities of short-term adjustment, including Taiwan, Thailand and the Philippines. while Japan and
South Korea are not.
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