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ABSTRACT 

 

 The purpose of this research is to study the impact of volatility of Macroeconomic 

variables on capital flows of Thailand. Firstly step, to examine the volatility of exchange rate, 

interest rate and consumer price index by using GARCH model. Next, to study the impact of 

exchange rate volatility, interbank interest rate volatility and consumer price index volatility on 

capital flows of Thailand. Secondary monthly data were used, from January 1997 to November 

2010. 

 The unit roots test indicated the stationary nature of exchange rate, interest rate and 

consumer price index time series are stationary at the first order of integration [I (1)]. According 

to regression estimation, it was found that the optimal models for volatility of were GARCH (1, 

1), the cases of interest rate were GARCH (1, 1) and the cases of consumer price index were 

GARCH (2, 1). 

 The investigation on the impact of volatility of exchange rate, interest rate and consumer 

price index on capital flows was found that all variable were stationary at level or integrated of 

order zero [I (0)] with could be used directly for the econometric estimation. From the Ordinary 

Least Squares Estimates (OLS) method indicated that the capital flows had the positive 
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relationship with the volatility of consumer price index, but had the inverted relationship with the 

volatility of interest rate. However, it had on relationship with the volatility of exchange rate. 
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