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# # 4485567029 : MAJOR ECONOMICS

KEY WORD : INTEREST RATE VOLATILITY TRANSMISSION/ SPILLOVER /CONTAGION/
ASIAN CRISIS / MULTIVARIATE GARCH MODEL / BEKK MODEL
NOBPONG EIAMPAIBOONPAN : INTEREST RATE VOLATILITY
TRANSMISSION FROM THAILAND TO THE EAST ASIAN COUNTRIES
DURING THE ASIAN CRISIS PERIOD
THESIS ADVISOR : ASSIST.PROF.PHORNCHANOK CUMPERAYOT
KOUWENBERG , Ph.D. 190 pp. ISBN : 974-563-1043-3

This thesis investigates interest rate volatility of Thailand , Malaysia , Indonesia ,
Philippine and South Korea during the crisis period (January 1996 - December 1998) and
examines whether there is interest rate volatility transmission from Thailand to other East
Asian countries . Due to economic and financial linkages in the region , the wuinerability of
Thai economy |, reflecting in interest rate volatility, may influence interest rate movements in
the other countries , e.g. , through financial channels .

This study examines interest rate volatility transmission from Thailand to othér East
Asian countries by using a VARX - Multivariate GARCH Model . The VARX model is applied
to capture changes in interest rates at the first moment , while the second moment is
estimated by the multivariate(MV) GARCH model . The MV GARCH model applied in this
study is the BEKK (1,1) MV GARCH model . The data used in this test are daily ovemight
interbank rates of Thailand , Malaysia , Indonesia , Philippine and South Korea as well as the
federal fund rate of the United States of America . The sample period is from 1996 to 1998 .

Empirically , we find that are there is interest rate volatility transmission from Thailand
to Indonesia , Philippine and South Korea at the 1% level of significance and there is
transmission of shock from Thailand to interest rate volatility of Malaysia , Indonesia and
South Korea at the 1% level of significance . The result suggests that the indirect financial
link that works through intemational investors is an important channel in explaining volatility
transmission . Besides , weak and similar economic fundamentals may be another factor that

plays the role in explaining voiatility spillover .
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