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ABSTRACT

The purpose of this study is to examine the determinants of exchange rate volatility in
ASEAN countries which apply different exchange rate systems including the fixed exchange rate
system (in Malaysia and Vietnam), the freely flexible exchange rate system (in the Philippines)
and the managed flexible exchange rate system (in Thailand, Indonesia and Singapore).
The determinants are monthly data of price level, interest rate, GDP, foreign assets and money
supply, from January 1997 to December 2007, total 132 months. This study uses GARCH,
TARCH and EGARCH.

The results show that all data are stationary at I(0). Exchange rate in all countries have
AR(1), which mean the past period of exchange rate effects the present one. Additionally, all
AR(1) models show the heteroskedastic condition. Hence, three GARCH models are used. The
results from three GARCH models reveal that the price level change has direct relationship with
the exchange rate change in Thailand, but has no relationship in Indonesia, Singapore,
the Philippines, Malaysia, and Vietnam. The interest rate change has direct relationship with the
exchange rate change in Thailand and the Philippines, but has no relation in Indonesia, Singapore,
Malaysia, and Vietnam. The GDP change has inverse relationship with exchange rate change in

Thailand, but has no relationship in Indonesia, Singapore, the Philippines, Malaysia, and



Vietnam. The foreign assets change has direct relationship with the exchange rate change in
Thailand, whereas has inverse relationship in the Philippines, but has no relationship in Indonesia,
Singapore, Malaysia, and Vietnam. The money supply change has direct relationship with the
exchange rate change in Thailand and the Philippines, but has no relationship in Indonesia,
Singapore, Malaysia, and Vietnam.

In Thailand, exchange rate can be stable by preserving price level, interest rate and foreign

assets, or making the change to money supply.



