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ABSTRACT

The objective of this study was to test and study the relationship between exchange rate
volatility and volatility in the export value of Gems and Jewelry being exported from Thailand to
Switzerland, Hong Kong and Australia. The researcher used monthly time-series data from
January 2000 to December 2010 (a total of 132 months),and econometric methods consisting of a
unit root test - an Augmented Dicky-Fuller test (ADF); an estimation of Univariate Conditional
Volatility using Generalized Autoregressive Conditional Heteroscedasticity (GARCH);and a test
of the relationship between exchange rate volatility. The Gems and Jewelry export value volatility
from Thailand to Switzerland, Hong Kong and Australia, using Vector Autoregressive Moving
Average — Generalized Autoregressive Conditional Heteroscedasticity (VARMA-GARCH), and a
Dynamic Conditional Correlation (DCC) model were also used.

The unit root test results, at a 0.05 level of significance, indicated that all the data were
stationary to an order of integration of one or I(1), with no auto-correlation problems. Moreover,
from the conditional volatility estimation for each variable, Gems and Jewelry export value from
Thailand to Switzerland and Gems and Jewelry export value from Thailand to Hong Kong and

Australian dollar exchange rate were both affect in the short-term and the long-term. The Swiss



Franc exchange rate and Gems and Jewelry export value from Thailand to Australia was only
affected in short-term. Whereas the Hong Kong dollar exchange rate was affected in long-term.
The results from a test of the relationship between volatility in the exchange rate and
Gems and Jewelry export value volatility from Thailand to Switzerland, Hong Kong and Australia
indicated that both of them exchange volatility, with a dynamic correlation, using the VARMA-
GARCH and DCC models. Thus, stabilization of the exchange rate would lead to stability in
terms of Gems and Jewelry export values. For this reason, the Bank of Thailand should maintain
stabilization of the exchange rate, to benefit of the Thai’s gem and jewelry trade and to create

confidence for the owners or exporters to facilitate the export of Thai gems and jewelry.



