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This study examined the volatility of interest rate in the USA, Thailand, Singapore,
Malaysia, the Philippines, and Indonesia during the Sub-prime crisis period and tested whether
there was an interest rate volatility transmission from the USA to member countries of ASEAN
during the same period. For this study, daily time series from August 1, 2007 to March 31, 2009
were used covering 608 observations.

The unit roots test by Augmented Dickey Fuller method confirmed the interbank
interest rate time series of all countries under study to be stationary at Level (I(0)) at 5 %
statistically significant level.

From variéus model estimation, the optimal models of interbank interest rate volatility
were found to be AR (1) MA (1) and GARCH (1, 1) for the USA, Thailand as well as the
Philipéines; AR (10) MA (10) and GARCH (1, 1) for Singapore; AR (7) MA (7) and GARCH
(1,1) for Malaysia; and AR (1) MA (1) and GARCH (1, 1) for Indonesia.

The results of Granger Causality test consistent with the findings from Ordinary Least
Square (OLS) regression application revealed that the interbank interest rate volatility of the USA

did transmit the effect to the movement of interbank interest rates in Thailand and Singapore but

not Malaysia, the Philippines and Indonesia.





