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ABSTRACT

The purpose of this study is to investigate the direction of and relationship between fixed
deposit interest rate and gold bar price in Thailand. The study used quarterly data of deposit
interest rate for 3-month, 6-month and 12-month fixed deposit account, which are the reference
rate from the Bank of Thailand, and the data of gold bar price in Thailand from the first quarter
of 2000 to the fourth quarter of 2010. There were totally 44 sets of data.

This study is divided into four parts. The first part concerns test of stationary of time
series data or Unit Root Test, which is used to consider if the studied data of fixed deposit interest
rate and the gold bar price are stationary of non-stationary data. After realizing that they are
stationary data, they are brought into analysis in the next part, which concerns the analysis of
cointegration, in order to find out if the studied variables are cointegrated or not. When knowing
that the variables arecointegrated, the data are brought into analysis in the next part, which

concerns Error Correction Mechanism (ECM), in order to consider the adjustment to equilibrium.



After that, the variables are brought to Granger Causality Test to order to examine which varialble
has an influence on the other variable.

The results of stationary test or unit root test using Augmented Dicky-Fuller Test (ADF)
of deposit interest rates and gold bar prices in Thailand revealed that the interest rate for 3-mount,
6-mount and 12-mount deposit account are stationary data — Order of Integration equals 1 or I(1).
Gold bar prices in Thailand are also stationary data — Order of Integration equals 1 or I(1). This
means that the interest rate and gold bar price in Thailand are stationary data of the same order,
I(1). Therefore, the data can be used for the analysis of cointegration and error correction
mechanism.

The analysis of cointegration showed that in case the interest rates for 3-mounth, 6-
mounth and 12-mounth deposit account are independent variables and the gold bar prices in
Thailand are dependent variables, the two variables are not cointegration. However, in case the
gold bar prices in Thailand are independent variable and the interest rate for 3-mounth, 6-mounth
and 12-mounth deposit account are independent variables, the two variables are cointegrated.
Therefore, the deposit interest rate and the gold bar price in Thailand have a one-way
cointegration.

The test using error correction mechanism (ECM) showed that in case the gold bar prices
in Thailand are dependent variables and the interest rates for 3-mounth, 6-mounth and 12-mounth
deposit account are independent variables, the two variables do not show the adjustment of short-
term equilibrium to long-term equilibrium. But, in case the deposit interest rates are dependent
variables and the gold bar prices in Thailand are independent variables, the policy interest rate
shows an adjustment in short term to long-term equilibrium.

The final step is Granger Causality Test. It is conducted by choosing an appropriate time
that has low value according to Akaike information criterion (AIC) and Schwarz criterion (SC).
The results of Granger Causality Test of deposit interest rate and gold bar price in Thailand show
that the two variables express one-way causal relationship. That is, the increasing of deposit
interest rate is not the cause of the increasing of gold bar price in Thailand, but the increasing of

gold bar price in Thailand is the cause of deposit interest rate increasing.



