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ABSTRACT

The objective of this study was to simulate volatilities between the price of gold and the
exchange rate of Thai Baht against US Dollars. The daily data of gold price in Thailand and
exchange rate dated from 2 January 2006 to 31 October 2010 were used and observed with
Bivariate volatility models, namely, The Constant Condition Correlation (CCC) model, Vector
Autoregressive Moving Average Generalized Autoregressive Condition Heteroskedasticity
(VARMA-GARCH) model and VARMA — Asymmetric GARCH (VARMA-AGARCH) model.
These model allowed volatility spillover, both volatility spillover and asymmetric effect
respectively. The results showed that in the case of gold prices as variables, the suitable model
was the CCC model because it had no effect on volatility spillover and has no affect from changes
of the exchange rate. In addition, it had no a affect on asymmetry. In the case where the
exchange rate of Thai Baht against US Dollars was used as a variable, the best model was the
VARMA-AGARCH model because it was significantly by volatility spillover and also by
positive or negative news on the gold prices in Thailand. Lastly, all three models yielded
negative Constant Condition Correlation value between gold prices and exchange rate of Thai

Baht against US Dollar.



