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ABSTRACT

The purpose of this study was to estimate univariate and multivariate conditional
volatility models for the returns rate of rubber spot price in Southeast Asian countries, namely
Thailand Indonesia and Malaysia. The conditional volatility models and conditional correlation
models were used to estimate volatility and volatility spillovers with symmetric and asymmetric
effects.

The univariate conditional volatility models showed that the coefficients in the
conditional variance equations were all statistic significant in both the short and long term. This
means the volatility of the returns rate of the rubber spot price, in all countries, are changing over
time. In addition, asymmetric effects were found in all conditional variance equations, in which
negative shocks have a higher impact on volatility than positive shocks, to an equal magnitude.
Therefore, investors should be aware of time-varying risk and the different impacts of positive
and negative shocks on the volatility of returns rates of rubber spot prices in those three countries.

Estimates of multivariate conditional volatility, using the CCC model, show that the

volatility relationship across those three countries has a constant conditional correlation, in which



the correlation between the standardized shocks of the volatility of returns rate of rubber spot
price in Thailand and Malaysia were the highest.

The result of DCC model shows that the conditional correlations are time-varying
because the estimated parameters are significantly different from zero. Consequently, the constant
condition correlations do not hold.

The result of VARMA-GARCH and VARMA-AGARCH models on testing volatility
spillover effects and asymmetric effects show that the conditional volatility between Thailand and
Malaysia are interdependent, while volatility of Indonesia neither affects volatility of other
countries, nor is affected by volatility of other countries. Moreover, asymmetric effects are found
in Indonesia and Malaysia. Therefore, investors should be aware the volatility in Thailand and

Malaysia that could spill over into each other.



