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ABSTRACT

This study examines the short-run and long-run interdependencies among the
international gold and ASEAN emerging stock markets including Indonesia, Malaysia,
Philippines, Thailand and Vietnam. Both daily price indexes and returns in the period
2000-2009 are used. Three techniques i.e., unit root test, Granger causality test and
Johansen cointegration test are employed to detect the linkages and cointegrations among
the sample market price indexes. Meanwhile, three univariate conditional volatility
models i.e., GARCH, GJR and GARCH-X are applied to capture volatility behaviors of
the sample market returns and to evaluate effects of international gold market on the
selected stock markets. Moreover, four multivariate GARCH models i.e., CCC, VARMA -
GARCH, VARMA-AGARCH and DCC are employed to examine the volatility spillover

effects and the conditional correlations among the sample market returns.
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The Granger causality test shows the short-run associations in almost all the
pairs of ASEAN emerging stock markets, while evidences are detected between only
some of the gold and the stock markets. However, the Johansen technique indicates
that, among the sample market indexes, only 4 of 15 market pairs show the presence
of cointegrating relations, implying that a strategy of the portfolio diversification in
this market group is feasible. Of which, the Thailand stock and international gold
market provide the long-term capital gain from portfolio diversification.

The estimates of univariate GARCH models indicate that volatility behaviors
in all stock markets are characterized by an asymmetric GARCH process, except
Vietnam. Moreover, when the exogenous GARCH effects from the gold market on
the stock market volatility i.e., GARCH-X are considered, the findings show that gold
could be a substitute item for stocks in Vietnam and the Philippines, while it could be
a supplement item for stocks in Indonesia, Thailand and Malaysia.

The estimates of volatility spillovers using VARMA-GARCH and VARMA-
AGARCH reveal some evidences of the shock and volatility spillovers between the
gold and individual stock markets, while lots of evidences of the spillover effects
within five ASEAN emerging stock markets are observed. Moreover, VARMA-
AGARCH can capture better the spillover effects across markets than its counterpart.

The estimates of the conditional correlations in the CCC and DCC models for
the sample markets, on average, exhibit low to medium levels. Of which, the gold and
Vietnam stock markets display very low correlations with each other and with all
other stock markets. Moreover, the estimates of the DCC model show that the

correlations between the sample market pairs are not constant over time.



