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ABSTRACT
Through Unit Root test, Cointegration, Granger Causality tests, Impulse Response Function, Variance Decomposition and
GARCH, the purpose of this paper is to investigate the relationship between Single-Country Bond Funds of Taiwan and U.S. and
Macroeconomic Variables. We choose monthly data and the sample period is from January 1998 to December 2005. First, the data
of Single-Country Bond Funds of Taiwan and U.S. and Macroeconomic Variables reach stationary status. The Cointegration
analysis reveals that there is a long-run equilibrium relationship between Single-Country Bond Funds of Taiwan and U.S. and
Macroeconomic Variables. The findings from Granger Causality test indicate that Interest Rate and Exchange Rate of Taiwan leads
Single-Country Bond Funds of Taiwan. Unemployment Rate of U.S. lead Single-Country Bond Funds of U.S. After
Macroeconomic Variables of Taiwan and U.S. change, Single-Country Bond Funds of Taiwan and U.S. will also follow to change.
Impulse Response Function shows that Industrial Production Index and Stock Index have the biggest impacts on Single-Country
Bond Funds of Taiwan. Stock Index have the biggest impacts on Single-Country Bond Funds of U.S. In Variance Decomposition,
results suggest the explanation ability of Interest Rate to Single-Country Bond Funds of Taiwan is much higher. The explanation
ability of Unemployment Rate to Single-Country Bond Funds of U.S. is much higher. Empirical results of GARCH show that the
volatility of Single-Country Bond Funds of Taiwan is impacted by that of its last-one-term consequences respectively. Namely, the
effect of volatility clustering is in existence. That is large volatility contributes to large fluctuations and small volatility contributes to
small fluctuations.

Keywords : Single-Country Bond Funds ; Macroeconomic Variable ; Granger Causality Test ; Impulse Response Function ;
GARCH
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