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ABSTRACT

The objective of this study is to test the relationship between the number of visitors to
Thailand from 10 most popular countries of origin and the respective country’s inflation rate
represented by consumer price index and the exchange rate between the relevant currency and
Thai baht using Multivariate GARCH model and monthly time series from January 1997 to
December 2008. Specifically, covered in this study were the unit roots test ; GARCH model
application to estimate the volatility of number of visitors, inflation rate, and exchange rate ; and
M-GARCH use to determine relationship between the number of visitors and inflation and
exchange rates.

The unit roots test for time series stationary indicated the number of visitors from every
country were integrated of order 1 or I(1) ; inflation rates of every country had I(1) order of
integration except India, South Korea, and United Kingdom which had I(2) instead ; the exchange
rates of all countries against Thai baht had I(1) order of integration. The study on the volatility of
number of visitors to Thailand, inflation rate, and exchange rate revealed different behavior

across countries. However, the investigation on the relationship between number of visitors to



Thailand and two independent variables indicated the volatility of inflation of all home
countries but China and Singapore had long-run effect on the number of their outbound visitors to
Thailand, and the variation in exchange rate had long-run effect only in the cases of Germany,
Japan, USA, and India. Furthermore, there appeared short-run impact of inflation rate and

exchange rate on the number of visitors to Thailand from China, Malaysia, and Singapore only.



