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ABSTRACT

This study aimed to ascertain relationship between the exchange rate volatility and the
interest rate which effected on the stock of Thailand; by using a total days of data which were daily
collected from January 2000 to December 2010. In this study, the Univariate Generalized
Autoregressive conditional Heteroskedasticity Model (Univariate GARCH) was employed to estimate
the exchange rate volatility and the interest rate which effected on the stock of Thailand. In addition,
the Multivariate Generalized Autoregressive conditional Heteroskedasticity model (Multivariate
GARCH) and the Dynamic Conditional Correlation Model (DCC) was applied to analyze the
relations between exchange rate volatility and the interest rate which effected on the stock of
Thailand.

The unit root test by Augmented Dickey Fuller method indicated that the exchange rate
volatility among U.S Dollar: Bath, the interest rate and the Stock Exchange Index in the Stock

Exchange of Thailand were stationary nature at the first order of integration I(1)and statistically



significant at the 0.05 level. Furthermore, in this study, the univariate GRACH model was applied to
estimate of its variable volatility. The results showed that both of the exchange rates and the interest
rate in the past period has influenced to the exchange rates recent period. Analysis of Multivariate
GARCH with VARMA-GARCH model to estimate relationship of deviation term of exchange rate
and the stock exchange index were influenced to stock exchange index volatility. The variable
volatility of interest rate and the stock exchange index were influenced to interest rate and the stock

exchange index volatility.

On the other hand, the results of this study showed that the correlation between the exchange
rates (U.S Dollar: Bath) and the Stock Exchange Index in the Stock Exchange of Thailand. In
addition, the Domestic Deposit Interest Rae and The Stock Exchange Index in the Stock Exchange of

Thailand were Dynamic Conditional Correlation.

In this case, the results was estimated from the exchange rate volatility among U.S Dollar :
Baht, the interest rate and the Stock Exchange Index in the Stock Exchange of Thailand : by using a
total 2,786 days of data. Therefore, in the next time : others sequences will apply to analyze the
relations of parameter such as weekly data, monthly data or three months data for the accurate result.
Moreover, others monetary of others interest rate will apply to estimate of its variable volatility which
affected on the stock of Thailand for the best conclusion that affect to determine the efficiency of

investment.



