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The objectives of this research were (1) to study the direction and size of the relationship between
government bond yield spread and economic growth which were real GDP and real private consumption
expenditure; (2) to study the power of government bond yield spread to predict economic growth. The period
of the study were September 2542 to March 2547 and Asset Pricing Theory was employed.

This research estimated the direction and size of the relationship between real government bond yield
spread and real GDP; and between real government bond yield spread and real private consumption
expenditure using Granger Causality Test and Ordinary Least Squares (OLS) methods respectively. With the
application of Vector Autoregressive method, this research also studied the power of real government bond

yield spread to predict real GDP and real private consumption expenditure.

This research found that real government bond yield spread 1-3 years, and 1-5 years could explain
the change in real GDP about 65.18 , and 65.22 percent respectively. However, the relationship between real
government bond yield spread and real private consumption expenditure was not found. While the result also
shown that real government bond yield spread 1-5 years could estimate real GDP more efficient than real
government bond yield spread 1-3 years. Nevertheless, real government bond yield spread could estimate real

private consumption expenditure a little.

This research was beneficial for the government to use as an instrument to predict the future

economic situation.
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