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ABSTRACT

The purpose of this study is to examine the relationship between border trade balance and
Chiang Rai’s money supply growth — for the period 1998-2004 by using cointegration and
Granger causality techniques to examine a relationship between two variables, namely border
trade balance and Chiang Rai’s money supply. Firstly, the results of study show that both border
trade balance and money supply variables are stationary after taking first difference or I(1).
Moreover, the results show that they exist the short-run and long-run relationships of border trade
and money supply variables in the model in which each variable is used as an explanatory
variable. It also asserts that an increase in the Chiang Rai’s money supply growth rate leads to
decrease in border trade balance growth rate and vice versa.

Furthermore, the empirical results indicate that in the short run, the rate of trade balance
and money supply converge to their long — run equilibriums. The causality test utilized in this
study also indicates that the money supply growth rate causes the border trade balance, while

border trade balance growth rate does not cause Chiang Rai’s money supply.



