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ABSTRACT

This study focuses on the relationship between the foreign institutional investor net buys-sells and the stock index of the countries in

the Asian-Pacific region, the existence of a causal relationship and long-term equilibrium relationship to explore the existence of

foreign investment in the stock market information efficiency combined with the vir-tual variable of subprime mortgage crisis, and its

impact on foreign countries. The em-pirical results show that the stock market of the five Asian-Pacific countries as a non-efficient

market information. Between the foreign investments and stock markets among Taiwan, Japan, South Korea and Thailand, the

change in foreign investment af-fects the stock market, whereas in the Philippines, the effect is both ways. There is a long-run

equilibrium relationship with a capacity of short-term amendment between the foreign capitals and stock markets in Asian-Pacific

countries. Meanwhile, before and after the subprime mortgage crisis, foreign investment in these five countries showed a significant

difference which affected South Korea the most, followed by Taiwan, Japan, the Philippines and Thailand. After consideration of

the effects of the subprime mort-gage crisis, in the five countries within the Asia-Pacific region, there is a cross-market and long-run

equilibrium relationship of foreign investments among then; Meanwhile, before and after the subprime mortgage crisis, foreign

investments in Japan, Thailand, and the Philippines, governed by the subprime mortgage crisis showed a significant impact. The

foreign investments in both Taiwan and South Korea showed no significant difference, proving by the subprime mortgage crisis is

relatively weak.
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