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ABSTRACT

This thesis studied the effect of the change of the exchange rate system of the main
currencies on Thai Baht. The purpose of this thesis is to investigate the effect of the changeover
from the previous exchange rate— the basket peg — to the currently used system— the managed
float. The Interest Rate Parity method together with the previous money basket calculation
technique is still able to make prediction on the present managed float exchange rate.

The data analysis carried out is to look into the correlation between the main currencies
exchange rate in basket peg system by using Ordinary Least Square (OLS) technique, which is to
estimate the coefficient of independent variables. Then using Spearman technique compares the
correlation of the data. Ordinary Least Square (OLS) technique also helps in calculating the
Prediction by using Lag Time method that subsequently compared with Forward Rate from
Interest Rate Parity. The samples of data collection are from the reports of the Bank of Thailand
such as the monthly foreign exchange rate data, monthly interest rates,quarterly national debts
and quarterly national reserve of Thailand.

The findings pointed out that though the Bank of Thailand has abolished the money in the
basket exchange rate system, its calculating technique could still be implemented in order to
predict the current exchange rate. In calculating the Prediction on the exchange rate, the use of
Forward Rate technique from Interest Rate Parity is more effective than by mean of Lag time

method.
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IGK A 1989 | 1990 | 1991 | 1992 | 1993 | 1994 | 1995 | 1996 | 1997 | 1998
Saﬁuﬁuﬁmqaﬁuﬁ'u 93 | 8 | 81 84 | 73 | 70 | 66 | 66 | 66 | 65
(Currency pegged)

ADAMI ANSY 32 25 24 24 21 23 22 21 20 20
WS arwS st 14 14 14 14 14 14 14 14 15 15
dnaiiuou o vateana | 5 5 4 12 8 8 8 9 11 12
(Other currency 7 6 6 5 4 4 3 2 3 4
composite) 35 35 33 29 26 21 19 20 17 14
linnudavgusing 13 | 13 | 14 | 13| 13| 14 | 14|16 |16 | 17
(Limited flexibility)
ananuAed (A single 4 4 4 4 4 4 4 4 4 4
currency)
mssamailunguves 9 9 10 9 9 10 | 10| 12| 12| 13
a Qm?u (Cooperative
arrangements)
Nanudanguann 46 | 56 | 61 | 70 | 89 | 94 | 100 | 99 | 99 | 100
(More flexibility)
f‘imummﬁ@m?m‘fﬁ? 5 3 5 3 4 3 2 2 0 0
(Set to Indicators)
asedameldmssams | 21 28 27 23 29 33 44 45 46 54
(Managed floating)
AR I NOATY 20 25 29 44 56 58 54 52 53 46
(Independently
floating)
Tusemas v 152 | 154 | 156 | 167 | 175 | 178 | 180 | 181 | 181 | 182

117 : International Financial Statistic (Yearbook) 1998.
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Tusgnnandszmealneldssuusaswanlasuuuungnddu 2 w.8.2527 — AA.2540) Ao
US/TH = f(US/PN, US/DM, US/JP, US/RG, US/HD, US/SD) ...2.D)
. = I Y

Function 2.1 33t uaums e

& =

us/th,t

+0Ol e + O, € + O

us PN *~ US/PN.t DM ~ US/DM,t €

JP ~ US/Pt

+ Olgg usrae T Olip Cugmp;, T Olgp Cugisp, -~ T €t ..(2.2)

Taeh

@ A a A 9 =) a
€ = E)mmamﬂaﬂummﬁqauu US ‘VI‘ﬁuWﬂ'liﬂﬁNi‘]ﬂﬂﬁZﬂWﬁlﬂﬁlUNUfffﬂﬁ TH

us/th,t -

WU At

1 A A (! I 1 a A 1
(0 = mﬂwwmmmmﬂmﬂummmﬁqamu US mmmmmﬂﬁzmﬂm
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l4lszmendisun
V. o £
(O, Oy , Oy, Ol Oy O ) = Aau)seand (Correlation) vo9
Ruena PN, DM, JP, RG, HD agz SD aua19l aemaniionsna (Effect) Aol lu
Y a
ATNI Y

3 d’ v =
€ ) = opswandagunun

4 eUS/HD,t > YUS/SD,t

€ € € t

(eUS/PN,t’ US/DM,t > YUS/IPt CUSRG,

(Spot exchange rate) U841 aidu PN, DM, JP, RG, HD, SD if11a10on5wanaa v lu
Uszmauea lne a1 nan t

€, = error term 49 € ~N (0, Gz)

2.3. 2 IANNAANEINUIA NN eauen A (Interest Rate Parity)
msmruasasaniasualaniiagsns1iui (Forward and spot exchange rate)
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Exchange rate
US/DM
US/HD
US/PN
US/RG
US/SD
US/JP

R
%
AdjR
F

Sig

Beta
0.801
0.118
0.023
0.133
-0.761

0.604

Std.Error

0.001

0.148

0.000

0.001

0.001

0.060

Sig.
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0.008
0.000
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Exchange rate Beta Std.Error t Sig.
US/DM 0.794 0.001 9.086 0.000
US/RG 0.126 0.001 2.566 0.011
US/SD -0.655 0.001 -7.372 0.000
US/JP 0.609 0.056 6.370 0.000

R 0.876
R’ 0.767
Adj R 0.761
F 121.269
Sig 0.000
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Exchange rate
US/DM
US/HD
US/PN
US/RG
US/SD

US/Jp

Beta Std.Error t Sig.
0.814 0.015 2.808 0.008
-0.608 1.781 -2.147 0.039
0.171 0.009 0.662 0.512
1.131 0.022 4.082 0.000
-0.472 0.027 -1.541 0.133
0.208 0.479 1.304 0.201

0.841

0.708

0.656

13.709

0.000
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M1 7 waNINAaeNToyaTIN 0.0.2540 — W.0. 2543

Exchange rate

US/'DM

Beta

0.939

Std.Error

0.011

4.442

Sig.
0.000
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US/HD -0.896 1.353 4.167 0.000
US/RG 0.797 0.008 8.110 0.000
R 0.820
R 0.672
Adj R 0.645
F 25.241
Sig 0.000
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Exchange rate Beta Std.Error t Sig.

US/DM 0.290 0.013 4.044 0.001



US/HD
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US/RG
US/SD
US/JP

-0.47
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0.010

0.030

0.049

1.084
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2.888
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-2.720
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0.361
0.918
0.010
0.549

0.015

Adj R
F

Sig

0.991

0.982

0.975

150.709

0.000
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Exchange rate
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US/RG

Beta

0.288

0.995

Std.Error
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0.006

5.994

17.149

Sig.
0.000

0.000
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US/JP -0.265 0.783 -4.163 0.000
R 0.990
R’ 0.979
AdjR 0.976
F 316.320
Sig 0.000
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N.¢ 2527-2540 2539-2541 2540-2543
2527-2540 1.000 0.600 0.371
Spearman
2539-2541 0.600 1.000 0.771
Correlation Coefficient

2540-2543 0.371 0.771 1.000
2527-2540 6 6 6

N 2539-2541 6 6 6
2540-2543 6 6 6
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Variable Beta Std.Error t Sig.
In(Andc)’ -0.487 0.003 -1.857 0.086
In(Afxr)’ -0.974 0.001 -3.710 0.003

R 0.729
R’ 0.531
Adj R 0.459
F 4.360
Sig 0.007
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Exchange rate Beta Std.Error t Sig.
US/DM 0.648 0.018 1.882 0.069
US/HD -0.174 2.037 -0.533 0.598
US/PN 0.028 0.011 0.088 0.930
US/RG 1.203 0.029 4.224 0.000
US/SD -0.687 0.032 -2.203 0.035
US/JpP 0.266 0.550 1.430 0.162

R 0.784
R’ 0.615
AdjR 0.545
F 8.798
Sig 0.000

panInaaeuludl  nuvlsingradnatua1lssmaANNAT significant 110NN
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uuv vy

M3190 13 HaMsNARLITBYATI .0,

f1.9. 2540- W.8 2543 1A8 Lag time

Exchange rate Beta
US/DM 0.373
US/RG 1.262
US/SD -0.741

Std.Error
0.008
0.026

0.029

2.376

4.977

-2.621

Sig.
0.023
0.000

0.013
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R 0.739
R’ 0.547
AdjR 0.509
F 14.470
Sig 0.000
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Forward rate
F@US/DM
F@US/HD
F@US/PN
F@US/RG
F@US/SD
F@US/JP

R
%
AdjR
F

Sig

Beta

-0.176

0.096

0.021

-0.345

-0.453

-0.066

Std.Error
0.249
0.298
0.390
0.239
0.140

0.068

Sig.
0.202
0.020
0.781
0.014
0.000

0.398

-1.301
2.432
0.281
-2.588
-7.164
-0.857

0.978

0.957

0.949

125.183
0.000
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Interest rate parity
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Forward rate

F@US/DM

F@US/HD

Beta

-0.237

0.088

Std.Error
0.211

0.282

-2.073

2.349

Sig.
0.045
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F@US/RG -0.319 0.192 -2.993 0.005
F@US/SD -0.460 0.136 -7.516 0.000
R 0.978
R’ 0.956
AdjR 0.951
F 193.643
Sig 0.000
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