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ABSTRACT

The dissertation investigates volatility and volatility spillovers of returns
across the financial markets and across the countries in South-East Asia. The daily
returns of each market are used to model the volatility and asymmetric effects.
Univariate conditional volatility and multivariate conditional volatility are employed.

The univariate conditional volatility models report that the coefficients in the
conditional variance equations are most significant in both the short and long run.
This means that the volatility in each market is changing over time. Moreover,
asymmetric effects in stock markets are found in the Indonesia and Singapore stock

markets, but without leverage. In contrast, Indonesia and Philippines bond markets
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show leverage. Therefore, investors should be aware of time-varying risk in South-
East Asia financial markets, as well as the different impacts of positive and negative shocks
in Indonesia and Singapore stock markets, and the Indonesia and Philippines bond markets.

The CCC model reports that the estimated correlations of stock markets yield
the constant conditional correlation in most cases. Moreover, a portfolio that is
constructed from assets in Vietnam and Malaysia stock markets can diversify
portfolio risk efficiently. Investors can diversify risk by investing in the Thai bond
market and other countries’ stock markets. For bond markets, the results of CCC
suggest that including only Singapore and Thai bonds in portfolios can achieve lower
risk.

The results of VARMA-GARCH for each pair of assets between stock and
bond markets show that the Thai stock market and the other bond markets have
volatility spillovers to each other. For pairs of assets in stock markets, the volatility
spillovers between the markets are mixed. Based on the data since the year 2000,
asymmetric effects for each pair of assets in nearly every country were found. For the
bond market, the results suggest that they have no volatility spillovers for the Thai
bond market based on VARMA-GARCH and VARMA-AGARCH models. The study
only in bond markets, the results show that the Singapore bond market volatility has
spillovers to other bond markets, such that the volatility of a developed country
affects the volatility of developing countries. Speculators may operate in developing
countries, particularly Indonesia and Philippines, to earn capital gains from volatile markets.

The DCC reports that, for both stock and bond, coefficients estimated are
significantly different from zero, which means that the conditional correlations are

time-varying, so that constant condition correlations do not hold.



