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This study focused on the exchange rate determination in the short-run and the
long-run. The analyses were conducted under the flexible exchange rate regime in Thailand
from July 2, 1997 to February 18, 1998. This study analyzed the efficiency of the foreign-
exchange market by examining the relationship between spot and forward exchange rates.
Besides, it analyzed whether the deviations in actual and expected interest differentials, which
reflected news, could be significant in determining the spot rates. Furthermore, it tested the
relationship between the exchange rates and the pnrce level by examining pattems of
deviations from purchasing power parities. This model used the data on a monthly basis from

January 1994 to November 1997

The ordinary least squares method was used in the first and second anaiyses use
and the results revealed that the foreign-exchange market was inefficient and the forward rate
| is not unbiased estimator of the future spot exchange rate. Further, both of news and the
forward rate in previous penod were not influencial in changes in the spot rate. The result also
shawed that the pattemn of deviations from purchasing power parnties could be charactenzed

by the first-order autoregressive process.

- ol ]
medw,, ATegnnnf aluiloBeiidn Vupel.on vy
- LNt ) i i o
v, ATEImenfuaemadurswinetinte doorgrdinm. e nedime
2540 d
Horsfinmn awaiiode0innsdminuiin -



Acknowledgement

| wouid like to take this opportunity to express my appreciation to those
who make the completion of this thesis possible. First, | would like to thank
Asst. Prof. Bangorn Tubtimtong, Ph.D.,my thesis édvisof, for her untiring efforts
in giving me invaluable advices. | am also deeply thankful to Asst. Prof.
Paitoon Wiboonchutikula, PhD., Asso. Prof. Somchai Ruttanakomut, Ph.D. and
Thawatchai Jittrapanun, Ph.D., the chairman of bmy thesis committee, the
members of my thesis committee, for their suggestions and comments Which

have substantially improved the quality of my thesis.

Last but most important, my deepest gratitude goes to my parents, my

brother and my dear, for their love, understanding and encouragement.

Piyaporn Klinbobn

April 1998

Chulalongkorn University

Bangkok, Thailand

vi



Content

Abstractl(Thai)..................; ...................................................................... v
ADSIACE (ENGISN) oo ersersers e s sssssesses st v
ACKNOWIBAGBMENL ......oerverirrerisiinesssatesssessesesasm st sasassssesnensarsssssesanssnssses vi
o0 11171.) (OO e vil
LiSt Of TADIBS ......eceieeerversmerarerarsssissssaessnsssnsssnisarsasessinssassnsassrossssnasassarsasas ix
LISt OFFIGUIBS....vvocrevaersscesnsssssersssesssnsetinsscismsassssssssssssessrsssmsssassasssassssssss X
Chapter : Page

1. INrOUCHON. ...c.ceiveeasaienrensanissensssasanssstisanasasnsnesassossssnassansnnsessrsess 1

1.1 Statement of the problem...........ccviiiinnnnnneniiisinn, 1

1.2 Objective of the Study ... 2

1.3 Scope of the Study ... 3

1.4 Review Of IBrature ..., 3
1.5 Organization of the Study.....c...ccccevrnricnsinnnncisincninans 10

2. The nature of the exchange rate in Thalland ..................... 11
2.1 Data sources and description............ccurevmevrmrmronnosvenaas 20
3. An analysis of the exchange rate determination.................. 25

3.1 SROM-TUM.....ecieiieiiiesessansstessnisnraasittaesarssssnsssassasssssscssnes 25

® NOWS ....ooeerreeirrniseneccesets it sasss s sssasnnssssasnssanases 25

3.2 LONGTUN iivviuasvirsiiesinesieiainas iessisessssasassoresssansassssnsnssressssrse 28

@ The purchasing power parity ...........ccuereeescnanene 28

® The interest rate parity .............oeerviinenincnnnnne 30

® The quantity theory of money.........cemeencenns 34

4. Empirical study of the exchange rate determination............ 39

4.1 The determination of the exchange rate in the

SNOM-TUN ... oot rrers s s e s rs s rssa e bassba b e nen e sanaas 39
4.2 The determination of the exchange rate in the

JONGTUN coeeereeeectiniineer st bt cbeesenssssns st s s sreanasaasmaraasnes 46

vii



Content

Chapter
Page
5. Restuits and the Interpretation ........................................... 48
5.1 Testing of the efficlency of the foreign
~ exchange market 48
5.2 Testing of the determination of exchange rate
in the short-run :: The News Model...........cccccirnnanen. 50
5.3 Testing of the determination of exchange rate
Nt [ONG-TUN ......cnviciirisenssasssinssmsssissiesasssssssssssssesssans 58
6. CONCIUSION ... o ceerreenccncnn s csstnarssn s senssssessnsannsnesorenasasanns 65
8.1 CONGIUSION.......ociicerrsis e iisssssesnsmssssasesinnnss 6O
6.2 Policy implication..........c.cocuiinannes T —- 66
6.3 Suggestion for further studies....: ................................... 87
References .......................................................... 68
APPONAI 1oiitiiereniriinisinsmsscinisarsinssiseisasmissistessesssssrasssssssasssssessassssesssssrosnsonns 70
BIOGEAPNY ....eveeeirraceieiesiiinsassamseinsssisssassstonssissassssssesssassssssntnsssssssssassansess 76

viii



List of Tables

Table Page
1 Exchange rate between Baht and US dollar........c..ccvivenennnnne 12
2 Debt outstanding (US dollar, MIMlION)............vweeeesessesssssssssessessrsssesees 17

3 Regression results of the efficiency of the foreign exchange
ITVATKEE «.ovvvovevveossseeoseeeessessestesssmssseeemsesemessssssessesessssnsssasessssannsesensoses 49
4 Regression results of the expected Interest rate differential

QQUAHON(T).ce.eeeo it s sessssessnenaeens e reress e aassssnats 51
5 Regression results of the expected interest rate differential

BQUAION(2)......cieirererreiesieissesssnssssstessaneassasssisssssnssssaesansssnsssasesssrersas 53
6 Regression results of the spot exchange rate equation(1) ............. 54
7 Regression results of the spot exchange rate equation(2) ............. 56

11The Augmented Dickey-Fuller unit root test on the exchange rate

iN 10garithm fOrM.......cccovnmiiimicenier e sa s e rnarass 59
12 The Augmented Dickey-Fuller unit root test on the price levels in

o7 =141 (g 1 0 T8 (011 1 1O OO 60
13 Regreséion results of the spot exchange rate equation ................. 61
14 The Augmented Dickey-Fuiler unit root test on residual ................ 62
15 The éutocorrelation and the partial autocorrelation functions......... 63
16 Theoritical pattern of ACF and PACF ..........cooovmmrccinrcrcerernneenennee 64



List of Figures

Figure | Page
1 The movement of the spot rate on.fixed exchange rate and
floxible exchange rate regime...........ernrmennnninisecisnens 15

2 The movements of the spot rate and 1-month forward rate....21°
3 The movements of the 1-month domestic and fonaign

INEEIEST FALB.....ccciueeurerrareertrarnsss ssacammaacssassssnssassarssnssasssarsansassssasan 22
4 The movements of the consumer price indices in Thalland and
UNIted SEAOS ...cccvocevernecercceicrnmsisasssesssmssasesnrnasnesnssssassssessansner 23



	Cover (Thai)
	Cover (English)
	Accepted
	Abstract (Thai)
	Abstract (English)
	Acknowledgements
	Contents

