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ABSTRACT

This study’s objective were to investigate the relationship and impact of private foreign
inflows on financial variables, consumption, and private investment of Thailand. The economic
variables in this study were net foreign direct investment, net portfolio investment, net foreign
loans, monetary base, real effective exchange rate, private consumption index, and private
investment index of Thailand. This was divided into three models of net foreign direct
investment, modeling net portfolio investment, and modeling net foreign loans. This study utilizes
monthly secondary data from January 2001 to December 2009. The Vector Autoregressive Model
(VAR) was used, which consisted of Impulse Response Function analysis to study the response of
the variables in the model when the shock in private capital mobility and Variance Decomposition
analysis to study the proportion of the effects of variables in the model.

The results of this study found that the private investment had the most response on net
foreign direct investment and net foreign loans shock, while the net portfolio investment shock
had the most effect on private consumption index. However, when considering Variance

Decomposition analysis, the variable which was influenced by net foreign direct investment and



net foreign loans fluctuations was private investment index. The variable which was influenced

by net portfolio investment fluctuations was real effective exchange rate.



