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ABSTRACT

The purpose of this reseasch is to build a monetary model in
order to study the bB€haydour of vaerious variables in financial sector.
The data used is between 1055-1972, It uvtilizes a monetary model con-
ceived on several items in the balences of important institutions com-
prising the Bank of Thailand, ecommercial banking system, and the Govern—
ment Savings Bank. Furthermoré, to observe a relationship between the
money market and the other.sectors, interrelated government of economic
units are built into this model. Emphasis is placed on the financing
government's deficits, The structure of the model is conceived from
the basic knowledge of the Portfolio Menagement theory. In addition, a
modification has beenimede from obseryavions of the monetary institu-
tions so that the. model is a realistic replica of.the real situation.

In the structural model, there are U2 equations;consisting of
26 identities and 16 behavioural-equations; 42 endogenous variables,
3ﬁ‘exogenoﬁs variables; 1h lagged variables. A stepwise regression is
employed to estimate the coefficients of the structural relationship.
From the wvalue of Rzland t - statistic of each equation, variables

are selected to estimate the enddgenous'variables. Then the model is

solved dynamically to test the predictive performance (Simulations).



Simulation result is satisfactory. Some important endogenous
variables (Demand Deposits, Time and Saving Deposits, Demand for Cur-

rency, Cash Reserves) give a close simulation of the actual value. Thus,
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