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ABSTRACT

Currently, the Thai economic system is highly related with the world economic system
as evident by the aggregate export and import value during the year 1999 that accounted for
80.29 percent of gross domestic product. The implication is that the change in international trade
of Thailand will affect greatly the Thai economic system. This study presents the efnpirical
evidence on the international trade of Thailand through the use of econometric model by applying
cointegration and error correctioﬁ technique of Johansen and Juselius .This study employs the
annual data from 1970 to 1999 and the quarterly data from the first quarter of 1993 to the seéond
quarter of 2000.

The empirical evidence from the annual data cointegration shows that the total export and
the export categorised by type exhibit significant long-term relationship with bills, loans, and
overdrafts of commercial banks extended to the export sector. With the exception of the export of
beverage and tobacco, the exports of animal and vegetable oils and fats, and miscellaneous
manufactured goods, exhibit significant long-term relationship with the exchange rate and the
relative export price index. The food export and manufactured goods export also exhibit

significant relationship with exchange rate in the long run.



The aggregate value of imports and most of the imports categorised by type exhibit
significant long-term relationship with bills, loans, and overdrafts of commercial banks extended
to the import sector and the exchange rate except the import of raw materials that exhibits
significant relationship with the gross domestic product (GDP). The import of mineral fuels and
lubricant exhibits significant relationship with bills, loans, and overdrafts of commercial banks
extended to the import sector and the relative import price index.

The exchange rate of Thai baht and the United States dollar exhibits significant long term
relationship with the ratio between gross domestic product (GDP) of Thailand to that of the
United States of America, the Security Exchange of Thailand Index (SET Index), and the relative
interest rate.

The net service donation and transfer payment exhibits significant long-term relationship
with the foreign interest rate, the domestic interest rate, and the exchange rate.

The wholesale price indexes categorised by type exhibit significant long-term
relationship with the GDP deflator, vﬁth the exception of the animal and vegetable oils and fats
wholesale price index and the industrial manufactured goods wholesale price index that exhibit
significant relationship with the money supply and wage i the long ran. Meanwhile, The
beverage and tobacco wholesale price index exhibits significant relationship with the food
wholesale price index.

The empirical evidence of the cointegration study on quarterly data exhibits have
stgnificant relationship the aggregate export and the value of export categorised by type mostly
with the exchange rate and the bills, loans, and overdrafts of commercial banks extended to the
export sector. Those exhibiting significant long-term relationship with the world GDP are the
aggregate export, the beverage and tobacco export, the raw materials export, the manufactured
goods export, and the machinery and vehicle export. In addition, the food export and the raw
materials export exhibit relationship with the relative export price index within the respective
calegories.

Generally, the aggregate import and the mmports categorised by type exhibit significant
long-term relationship with exchange rate, the bills, loans, and overdrafis of commercial banks

extended to the import sector and the GDP with the exception of the food import and the



machinery and vehicle import that exhibit relationship with the relative import price index within
each category in the long run.

The exchange rate exhibits significant long-term relationship with the domestic GDP and
the United States of America GDP ratio and the relative interest rate.

The service, dontion and transfer payment balance exhibits significant long-term
relationship with the net capital inflow, the domestic GDP, the world GDP, the trade balance, the
foreign interest rate, the domestic interest rate, and the exchange rate.

In general, each of the wholesale price index exhibits significant long-term relationship
with the GDP deflator. However, some wholesale price indexes exhibit significant relationship in
the long run with other variables such as the relationship between food wholesale price index and
the money supply, the relationship between the raw material wholesale price and wage, the
relationship between the mineral fuels and lubricant wholesale price index and the mineral fuels
and lubricant export price index. Meanwhile, the animal and vegetable oils and fats wholesale
price index exhibits the significant relationship with the machinery and vehicle import price index
in the long run.

The empirical evidence on the short-term adjustment from models of international trade ,
on the basis of both annual and quarterly data , indicates the process of short run adjustment to
long run equilibrium. All 74 equations in the model provide reliable forecasts as evident by the
Theil's Inequality Cocfﬁcients_ which are less than 0.1, except the case of annual export of
mineral fuels and lubricant, annual import of animal and vegetable oils and fats, quarterly net
service, donation and transfer payments, annual international reserves, and balance of trade,
current account and balance of payment in terms of annual and quarterly data . Generally the
models based on quarterly data can provide forecasts more reliable than those based or annual

data.



