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ABSTRACT

International Monetary System becomes nowadays an
important institution for the progress of economic system. Foreign
exchange rate is reéarded as a significant tool in making the
international moné;ary system more efficient. Every country in
the world, therefore, pays much attention to the exchange rate
policy and tries to push this policy in the proper action
according to thet§Cépomic conditions ¢of the country and the

world,

For Theiland, the intermational monetary system was
first under the Silver Standard System, then the Gold Standard
was used, following the monetary system of European countries.
Before the World War I, England played the key role in the polity
and economy. The value of Baht was then fixed with Pound Sterling
and the condition of the exchenge rate of Baht was then stable
steadity until the World War I1. Because of the war, the value
of Baht was &ependent upon the Japanese Yen so much that the

exchange rate of Baht and Thailand economy were in troubles.



Simultaneously, the Bank of Thailand was established, and monetary
authorities realized her importance and stability of the nation.
Multiple Exchange Rate System was used and the policy of
maintaining monetary stability and the exchange rate became the

principal measure.

When Thailand became the memter cf the International
Monetary System in 1949, her monetary system has been the same
as the other countries' - the Gold Exchange Standard. Replacing
England, the United States became the power country in the world
and her Dollar became the key currency, that is; it has been used
as the International Réserve after the World War II. The value
and the exchange rate of Baht were pegged to the U.S5. Dollar.
From 1971 - 1973, the balance of payment deficit of the United
States created thé.international money -erisis and she had to
devalue her Dollar twice. The international exchange rate was
changed and realigned. The par value of Baht, in comparision
with the U.S. Dollar had undergone 3 realignments during the

period of time.

The experiences gained and the policy used by Thailand
especially during the international money crisis, indicated the
instability of the exchange rate as o result of pegging the Baht
value to the U.S. Dollar. 1In the broad sense, foreign exchange
rate policy must be more flexible. The Bank of Thailand has

adopted the new exchange rate system : fixing the Baht value with



the Basket cf key currencies. At the same time zhe had studied
for the more flexible policy till she found the latest one, that
is; the Daily Exchange Rate Fixing, which suits the economic and
nonetary conditions of the country and the world at present

very well,
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