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ABSTRACT

This study was an attempt to ascertain relationship between volatility of exchange rate
and crude oil import volatility of Thailand which covered the monthly data of exchange rate and
crude oil import volume of January 1997 to April 2009 including a total 148 observations.. This
study employed the Generalized Autoregressive Conditional Heteroskedasticity model (GARCH)
to estimate the exchange rate volatility and crude oil import volume volatility. In addition, it
applied the Multivariate Model to define the correlation between the relationship of shocks and
variances in these models. Furthermore, Thailand have applied the managed float exchange rate
system

The stationary position of time series data was tested by using the unit root test. The
results showed that both exchange rate and crude oil import had the same order of integration
with an I(0). Furthermore, this study applied univariate GARCH model to estimate its volatility.
All of the variables appeared to have significant assumptions. The results from GARCH showed
the probability that there was no ARCH presented in this data. In addition, this study applied
multivariate GARCH(1,1) model to estimate relationship of shocks and variances term of
exchange rate and crude oil import volume. The shock of exchange rate and crude oil import

volume of Thailand were significantly at a 5% level. It showed that exchange rate volatility had a



meaningful empirical impact on the volatility of crude oil import volume. Therefore, policy
makers should maintain stability of exchange rate changes, which will lead to a stable level of
imports of crude oil changes indirectly and should facilitate the import of crude oil to reduce

imports from abroad.



