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ABSTRACT

The purpose of this study was to investigate the relationship between nominal interest
rate and inflation rate of ASEAN Countries. The analytical techniques of panel cointegration tests,
pooled OLS, Fixed Effects Model and Random Effects Model were employed to validate the data
on nominal interest rate and consumer price index. The panel data used in this study collected
from five ASEAN countries; Thailand, Malaysia, Philippines, Indonesia and Singapore during
March 2000 to February 2010, totally 600 observations.

Regarding to the unit root test, the results data had unit root with an order of integration
I(1) process. Thus, these data were undertaken for panel cointegration test while supposing
consumer price index as an independent variable and nominal interest rate as a dependent variable;
the empirical results found that they had no long-term relationship. However, the application of
pooled OLS method, Fixed Effects Model and Random Effect Model revealed the same results
that nominal interest rate were highly associated with consumer price index and moved in the

same direction.



