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Abstract

The objective of this independent study is to study the economic factors affecting
changes of the Thai Baht and US. Dollar exchange rates in the managed float system by
separating the study into three patts. .

The first part studied the development of exchange rate system in Thailand during
1963-1997 by using the data descriptive approach. Thailand’s exchange rate system was
under the fixed exchange rate system during 1963-1978 and later on, during 1978-1981
switched to the daily fixing system. For the year during 1981-1984 the exchange rate was
quoted by the exchange equalization funds, then it turmned to be as the basket of currencies
system during 1984-1997 and since July 2, 1997 it changed to be as the managed float
system.

The second part studied the economic factors affecting the exchange rate changes
under the managed float system. Various factors which included in this study were exports,
imports, serice receipts, setvice payments, intemational monetary flows, private Investment
index, SET index, consumer prices index, debt and deposit ratio, 3 months fixed deposit
interest rates, inter-bank interest rates and international reserves by using the data
descriptive approach. The study showed that Thailand's current account deficit, the monetary
out flow, the fall of international reserves, the fali of SET index, the fall of private investment
index, the increase of debt and deposit ratio and consumer price index were the negative
factors that effected Thailand’s economy and exchange rate, meanwhile, the surplus of service
account was the positive factor.

The third part studied the impact of the economic factors on the exchange rate

between the Baht and US. Dollar under the managed float system by using the daily data such



as inter-bank interest rate, three months fixed deposit interest rates, the previous day's
SET index and exchange rates of the Baht and US. Dollar during the period of July 1997
through December 1997 for the estimation of regression in order to find out such impact as
mentioned above. The study results showed that the previous day's SET index and exchange .
rate significantly effected changes of the Baht and US. Daollar exchangee rate at 99%
confidence level. Meanwhile, the Inter-bank interest rate and three months fixed deposit

interest rates were not significant.



