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ABSTRACT

This study has the objective to test the impact of real interest rates of Thailand on the
country’s real exchange rates taking USD as the base currency. The cointegration and Error
Correction Model (ECM) following the ARDL procedures were employed for the test of the
relationship between the two variables using the monthly time series data from January 2000 to
December 2009 covering 120 observations.

The findings revealed no long run equilibrium existed between real interest rates of
Thailand and the real Thai baht — US dollar exchange rates. Furthermore, the analysis on short —
run dynamics found no adjustment of the real interest rate variable to the real exchange rate

variable in the present case study.



