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The Objective of this study, is to test the Theory of Purchasing -
Power Parity (PPP) for settling the exchange rate in Thailand. This study
attemps to find the appropriate price index and weight average that will tend
to find the equilibrium of Baht in terms of unit of major foreign currencies

of Thai's trading partners. The study utilizes the quarterly data covering
the period 1973-1986

It is found that for computed RPI of Thailand, the ratio of domestic
wholesale price index to foreign consumer price index, weighted by the total
trade weight, is the most appropriate ratio for settling the exchange rate
for Baht. The result of study also
with the Balance of Trade than .th

the RPI has stronger relations
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