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Ever since the monetary crisis in decade of 1990, many countries, both developed and
developing countries, including Thailand, have shifted their exchange rate regime from a fixed regime
to a floating one. Studies of exchange rate determinations have, thus, become increasingly more
essential fora more accurate forecasting of exchange rate direction and its underlying causes.

The objectives of this thesis are, first, to determine factors, according to the Monetary
Approach, that influence the floating exchange rates adopted by European, Latin American, and Asian
countries. Second, the study aims at comparing the differences in floating exchange rate structures
among three regions. The study covers period of 1993-1998 for European countries including United
Kingdom, Sweden, and Italy, 1995-1999 for Latin American countries consisting of Mexico, Pern, and
Brazil and 1997-1999 for Asian countries, including Thailand and the Philippines. This thesis applies
pool time series data by using Cointegration method according to Johansen & Juselius (1990), Error
Correction Model, and Chow Test.

The results of study show that, under the Monetary Approach, the floating exchange rates and
the macroeconomic fundamental factors in European, Latin American, and Asian countries are
cointegrated.  addition, the most appropriate model for all regions is the Sticky-Price Monetary
Model. Based on Error Correction Model, after the exchange rate has deviated from its long-run
equilibrium, the floating exchange regimes’ mechanism will adjust the rate to its long-run equilibrium
solely in the cases of European and Asian countries. While this adjustment is not found in Latin
American countries. Besides, the tests show that all three regions have the different exchange rate
structures. As each region has the variety in economic fundamentals and economic crisis problems.

Therefore, the ways to employ macroeconomic policies relating with exchange rate of each region are

also unlike.
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