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ABSTRACT

This study has the objective to examine the impacts of macro-economic variables on the
volatility of export values and foreign direct investment in Thailand. In the export model, the
macro-economic variables subject to analysis include foreign exchange rates, income levels of the
trading partner countries, and relative export prices. Meanwhile, variables covered in the foreign
direct investment model are foreign exchange rates, inflation rate, economic growth rate, export
value/GDP ratio, and interest rates in foreign countries. The countries of interest are the USA,
Japan, Malaysia, Denmark, and Canada. Data are monthly data from January 1999 to December
2006, the Generalized Autoregressive Conditional Heteroscedasticity or GARCH estimation is
applied as analytical method.

From the export model, the movements of three macro-economic variables were found to
occur in the same direction as those of export volatility. Particularly, the foreign exchange rates
volatility had impact on Thai export volatility in the cases of the USA, Malaysia, and Denmark

while income levels volatility of trading partners had influence in the cases of the USA, Japan,



and Canada. The volatility of relative prices affected the volatility of Thai export value only in the
case of the Canada.

All variables in the foreign direct investment model appeared positively related
movements to the foreign direct investment. The foreign exchange rates volatility had significant
impact in the cases of the USA, Japan, Malaysia, and Denmark. The inflation rate volatility
affected the magnitude of foreign direct investment by all trading partners. The variation in the
economic growth rate had implication for the cases of the USA and Canada. The volatility of
export value/GDP ratio had influence in all cases except Malaysia. Meanwhile, Japan happened
to be the only country that its interest rate volatility had impact on its direct investment volatility

in Thailand.



