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The purpose of study was to examine the relationship between inflation in Thailand and
economic growth by using the Bivariate GARCH model. Two economic variables were chosen in
this study, real GDP and CPI. Data for analysis were time-series starting quarterly from the first
quarter, 1998 to first quarter, 2008, covering 56 observations. This study was tested for Unit
Root, estimates of volatility by GARCH method and test relationship between inflation and
economic growth of Thailand by using Bivariate GARCH Model.

The stationary position of the time-series data was tested by using the unit root test. The
results showed that both economic growth and inflation rate had the same order of integration
with an I(0). The results estimates of volatility by GARCH method were applied for the inflation
in Thailand and economic growth the conclusion that the economic growth by GARCH(1,1) and
the conclusion that the inflation in Thailand by GARCH(0,1). The resulting relationship between
inflation and economic growth of Thailand by using Bivariate GARCH, signifies a Bivariate
GARCH (0,1). The relationship between 2 variables had positive and negative relationship. Thus,

the volatility of inflation in Thailand had negative effects to the volatility of economic growth

while the volatility of economic growth had positive effects to the volatility of inflation in

Thailand.





