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ABSTRACT

The purpose of this study was to investigate the relationship between trade balance and
macroeconomic variables of Thailand. The analytical techniques of Vector Autoregressive (VAR)
and Impulse response function. Model were employed to validate the data on trade balance, monetary
base, money in the budget balance, exchange rate, MPI and consumer price index during July 1997 to
December 2009, totally 150 observations.

Regarding to the unit root test, the result showed that trade balance variable, monetary policy
variable and income variable had unit root with an order of integration I(1), while fiscal
policy variable, exchange rate variable and price variable had no unit root with an order of integration
1(0)

The relationship analysis using VAR model found that the appropriate lag length was two.
While trade balance was set to explained variable, the results showed that all of explanatory variables

in the first and second previous period could be significantly explained trade balance at the 0.05 level.



Furthermore, the results of Impulse response function found that the shock by an increase
in the rate of exchange rate, inflation rate, budget balance, and income led to increase trade balance.

On the other hand, the shock by an increase in the rate of monetary base led to reduce trade balance.



