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ABSTRACT
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The purpose of this study was to analyze the relationship between exchange rates
volatility, gross domestic product(GDP) and the relative export price index of 8 countries which
included; Australia, Canada, Denmark, Germany, Indonesia, Korea, UK. and US. which had
impact on the foreign trade. The Generalized Autoregressive Conditional Heteroskedasticity
(GARCH) Waé employed to estimate the exchange rate volatility, and the Cointegration and Error
Correction Model (ECM) to define the correlation between the long-run equilibrium relationship
and the short-run adjustment process in these models. Fprthermore, considering the structural

change and trend by including dummy variables in the models. Monthly secondary data was used

from January 2001 to December 2010.

According to the unit root test, empirical results indicated that exchange rates volatility,
gross domestic product(GDP) and the relative export price index variables of all countries were
stationary at I(1) at 5% significant level, so they were considered to analyze Cointegration and

Error Correction Model as the next step.
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The results of the Engle and Granger Cointegration test substantially supported the long-
run equilibrium relationship of all variables in these models especially the exchange rates
volatility had impact on the foreign trade between Thailand and Canada, Germany, Indonesia,*
Korea and US.

For the Error Correction Model estimation to combine the short-run effects and the
adjustment process of the foreign trade through the long-run equilibrium relationship. The results
show that the change of foreign trade depended on the change of lagged variables which included
the exchange rates volatility, gross domestic product(GDP) and the relative export price index
appeared to have significant but in the cases of foreign trade between Thailand and Canada and
Germany the exchange rates volatility had no effect in the short-run adjustment. Considered to the
change in structure and trend. The results indicated that the foreign trade between Thailand and

US and Germany had the structural change and Australia in trend
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