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Abstract

The purpose of this study was to examine the relationship between each of the following four
macroeconomic indicators and exchange rate volatility: inflation rate volatility, interest rate volatility,
money supply volatility, and growth rate volatility. This study also investigated the relationship
between exchange rate volatility and net capital flows in six Asian countries: Thailand, Malaysia,
Singapore, the Philippines, South Korea, and Japan. Secondary monthly data were used, from
January 1997 to December 2006. Moreover, the Generalized Autoregressive Conditional
Heteroskedastic Method was used in three ways: GARCH (1, 1), T-GARCH, and E-GARCH.

The results showed that exchange rate had AR(1), which means the exchange rate in this
period was influenced by the past period of exchange rate. The results also showed the
heteroskedastic condition in the model, which supported the econometric method in this study was
suitable. Both ADF and KPSS tests showed that the exchange rate and net capital flows were
stationary at the first order of integration.

The GARCH(1,1) results showed a significantly direct relationship between interest rate
volatility and exchange rate volatility in Thailand, Malaysia and the Philippines, while South Korea
showed a significantly inverse relationship. There was a significantly direct relationship between
inflation rate volatility and exchange rate volatility in the Philippines, South Korea and Japan; while
Thailand, Malaysia and Singapore showed a significantly inverse relationship. A significantly direct
relationship between money supply volatility and exchange rate volatility was shown in Thailand,
Malaysia, the Philippines and Japan, but a significantly inverse relationship was apparent in South

Korea. A significantly inverse relationship between growth rate volatility and exchange rate volatility



was shown in Thailand, Malaysia, Singapore, South Korea and Japan, but the Philippines showed a
significantly direct relationship.

Finally, the results of this study showed a significantly inverse relationship between exchange
rate volatility and net capital flows in Thailand, the Philippines, and Japan but had no relationship in

Malaysia, Singapore and South Korea.
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5.4 The Nominal Exchange Rate and Relative Excess Money Supplies
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-0.071166***

-0.001388***

-0.000015%(-1)

0.032706™**

-446.6194*(-1)

-0.719466**

mudsmeuan (O) fndulszans Tne wLade Faalus AdUTug IMRAR LS Enii
AMUABHINY DY C 3.026049*** 0.561364*** 0.091423* 1.257648 -14.214 10.19404***
5@]i’maﬂl‘1ﬁﬂ 0.924476** 0.851365** 0.945514** 0.976992** 1.008332*** 0.912423***
w 0.082167** 0.007846*** 8.35E-05 0.021237 287.6611*** -0.030617
a 0.186911*** 0.229088** 0.196137* 0.051582 1.5636395*** -0.013205*
B 0.713731*** 0.448763*** 0.682377*** 0.910386*** 0.005881 1.005217***
6 0.013145*** 0.000431** 4.45E-06 0.036603*** -55.04105***(-1) -0.005395
AMUABHINTDY C 4.083422*** 0.557616*** 0.139161** 2.198566*** -20.56214 7.485182*
2T uHe (0] 0.899139*** 0.852843*** 0.917864*** 0.959263*** 1.014133*** 0.938407***
w 0.138739** 0.000458*** 0.00057 0.082345*** 125.7466* 4.403421**
a 0.335474* 0.439551** 0.103703 0.232328 1.200702*** 0.043646
B 0.651599*** 0.347813*** 0.447996 0.63481*** 0.162813** 0.583506***
Fo) -0.274209* -0.000644** -0.000847*** 0.221584** 299.0868*** 8.457681***
ANMURUHIUTDY c 2.853197** 0.555895+* 0.078428* 1272819 32.29266 10.26719*
aﬁﬂmumaaﬁu (0] 0.930574*** 0.853676*** 0.953028*** 0.975958*** 0.964247*** 0.912275***
w -0.014661 0.0000296*** 9.18E-05 0.030002 1286.622*** -0.340095*
a 0.102169*** 0.59872*** 0.192125* 0.435362** 0.773333*** -0.027928
B 0.838502*** 0.417008*** 0.706818*** 0.566158*** 0.042666 0.993383***
6 0.141561***(-1) 0.0000299*** -2.14E-05 0.114015%(-1) -104.2786***(-2) 2.976313***
ANMVABHINYDY C 2.983379*** 0.562241*** 0.080222** 1.411559*** -2.55511 9.384345***
darmadula (0] 0.924818*** 0.851536*** 0.951606*** 0.972752** 0.993161** 0.918819***
‘Y]’NLﬂil‘@ﬁfﬂ w 0.10509*** 0.009028** 9.93E-05 0.084075 2300.464*** 0.21439
a 0.123333*** 0.18666™* 0.207759* 0.190137* 0.483144*** -0.047567***
B 0.812798*** 0.451057** 0.697616*** 0.737233*** -0.016416 1.027082***
o
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dudsmouan (O) fdudaang Ing e Faalds ARUTud imnale tﬁi’!u
ANMVHBHINVDS C 2.777181*** 0.5616*** 0.105641** 0.314279 59.56835** 10.51132**
ﬁﬂiﬂﬂaﬂtﬁﬂ (0] 0.930242*** 0.851504*** 0.937712*** 0.994206*** 0.944319** 0.910964***
w 0.105717*** 0.007795*** 3.31E-05 0.166386*** 1242.644*** -0.053943
a 0.29143*** 0.232337*** 0.163378* 0.332562** 0.561749*** 0.044749
A -0.329371*** -0.222308 -0.125447 -0.460253*** -0.609479*** -0.088795
B 0.659054*** 0.453317*** 0.835459*** 0.683453*** 0.03684 0.998872***
be) 0.007094*** 0.000425*** 3.13E-06 0.021346*** -110.3068*** -0.002328
ANMVHBHINVDS C 3.011618** 0.535073*** 0.13943** 1.993158*** -15.38098*** 10.15233***
aauiila (0] 0.926463*** 0.858668*** 0.91805*** 0.962335*** 1.010797*** 0.913257**
w 0.105786*** 0.000285*** 0.00058** 0.502516 120.682 0.024364
a 0.208669*** 0.367678*** 0.110533 0.216824 1.338104*** 0.006988
A -0.218574** -0.354747*** -0.107464 -0.158056 -0.351253 -0.078085
B 0.648285*** 0.397175*** 0.453486 0.452717* 0.187393*** 1.025205***
be) 0.453037*** 0.002194*** -0.00084** 0.269157***(-1) 263.3027* 2.196248
ANMUHBHINVDS C 4.008402*** 0.552013*** 0.073909 2.266848** -3.285225 8.353393**
qﬂmu‘uadﬁu (0] 0.900504*** 0.854567*** 0.956061*** 0.955774** 1.00146** 0.928494***
w 0.105964*** 0.000026** 2.75E-05 1.150651 197.7704* -0.303882*
a 0.293211*** 0.776044*** 0.162294 0.090556 1.413819*** -0.038199
A -0.426412*** -0.396021* -0.14492 -0.195397 -0.855355** -0.023721
B 0.750252*** 0.381732*** 0.874256*** 0.516121 0.247687*** 1.018802***
be) 0.053384 0.0000239*** -7.06E-06 -0.207235**(-2) -1.301625 2.636158**(-2)
ANMUEUHIUDS c 0.794549 0.56232"* 0.063116 2.140211** 75.12831 10.14981*
danadule ¢ 0.979395*** 0.85177*** 0.96336*** 0.960157*** 0.925358*** 0.912375***
ﬂ?ﬂhﬂiﬂﬁﬁ% w 0.157034*** 0.009028** 9.91E-05 0.310823 3707.582*** 0.329466***
a 0.250421*** 0.18297** 0.26181* 0.362849 0.544466*** -0.067711***
A -0.372677*** -0.199386 -0.323213* -0.206289 -0.605007*** 0.037185***
B 0.791466*** 0.451394* 0.790097*** 0.510804** 0.007071 1.017134***
(s}

-0.065884**

-0.001389***

-1.10E-05

0.060768***(-1)

-739.956***(-1)

-1.136484***
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E-GARCH HYW&UN1T

mudsamsuen (O) fsudsrant Iney WLaLde Faalus AR we LAl rﬁﬂu
AMURBNINYDS C 2.070129* 0.056915*** 0.056204 -0.183501*** -9.259961 9.763283***
5ﬂ§ﬁﬂaﬂLﬁU (0] 0.948848*** 0.985023*** 0.965837*** 1.004951*** 1.007431** 0.920614***
w -0.128557* -3.537817*** -2.01E-01 -0.025457 1.429775* 1.897153***
a 0.124643 2.112546** 0.145774 0.606229*** 1.35691** 0.140859
A 0.123181 1.27996*** 0.115195 -0.291514* 0.233044* -0.301402**
B 0.971488*** 0.648871*** 0.992971** -0.781158*** 0.645193** 0.194387
Pe) 0.00701** 0.036764*** 0.00744* 0.010467*** -0.044622**(-1) -0.012644***(-2)
AMUHBNINYDS C 2.922704*** 0.130258*** 0.089989** 0.370341 -3.716293 10.04881***
aaTiniia (0] 0.928168*** 0.965723*** 0.946086** 0.994465*** 1.001325*** 0.914194***
w -0.152517** -2.188597*** -0.175623 -0.353033** 0.054105 0.202605***
a 0.077123 0.957436*** 0.183121* 0.064987 1.406582*** -0.179206*
A 0.145046** 0.698244*** 0.037359 0.371103*** 0.029812 0.086482***
B 0.951221*** 0.811925*** 1.003204*** 0.744149*** 0.826638*** 0.969812***
Pe) 0.272914*** 1.964669*** 0.695228***(-2) 0.614831*** 0.316499* 0.124842*
AMURBNINYDS C 0.767167*** 0.425062** 0.080955* 0.96952* 22.41049 10.76414**
qﬂmu‘uaalﬁu (0] 0.981575*** 0.888142*** 0.952548** 0.983995*** 0.978872*** 0.906958***
w -0.296831*** -2.197642*** -8.52E-01 -0.161151 0.711861*** 0.268009*
a 0.16029 0.691905*** 0.264907 0.286612 -0.295947*** -0.230565
A 0.311834** 0.099496* 0.133389 0.271821*** 0.280405*** -0.007786
B 0.90334** 0.831603*** 0.909667** 0.844245*** 0.934783*** 0.85743***
Pe) 0.202695*** 0.41821*** -5.10E-02 -0.046396 -0.083968*** 1.108426**
AMURBNINVDS C 1.52164 0.079193*** 0.103098*** 1.171627** -2.200466 10.76414**
damadula q) 0.960664*** 0.979164*** 0.939145** 0.979221*** 0.998204*** 0.906958***
Yl’]\imiisﬁﬁﬁl w -0.023179 -4.899316*** -0.760903* -0.2367*** 0.60431 0.268009*
a 0.063152 1.021504*** 0.167808 0.26271** 1.261046*** -0.230565
A 0.139087 0.979027*** 0.110078 0.2281** 0.02749 -0.007786
§] 0.945745** 0.365734*** 0.914765*** 0.902115%** 0.789353*** 0.85743***
o -0.110697*** 0.3043*** -1.72E-02 0.045696*** -0.165858**(-1) 1.108426***(-1)

o
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8.1 Han1Inaday Unit Root Test

ludauﬁvlﬁﬁmiﬁﬂﬁaLLiJimivlvmﬁﬂaaﬂmamummaaummﬁwa\rﬁaga lasltitnasey 2
3% ldun 35 ADF Test uaz 35 KPSS Test I(ﬂﬂwaﬁvlﬁwudﬂé"mﬂié'mwmeﬂﬁﬂmamﬂﬂi:mﬂﬁ
5ﬂ1&m:iﬂ¥ﬂﬁﬁd(8tationary) lused First Different @9nafildfusuasenu va3sves ADF Test &9
Anadafnlddaauunnitdiaia afiasaungrunaniiiu Unit Root Famguldin iagaﬁa 3o
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