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ABSTRACT

The objective of this study was to investigate the relationship between the balance of
payment of Thailand, Japan and the United States, and macroeconomic variables. Variables used
in the study were balance of payments, consumer price index, interest rates and nominal effective
exchange rates all over Thailand, Japan and USA, using quarterly data from 1994 to 2010. The
Vector Autoregression (VAR) model was used, consisting of Impulse Response Function
analysis, to study the direction of responses to variables of interest when shock occurred in the
balance of payments of Thailand, and for deriving Variance Decomposition to determine the
extent of the impact of one variable on other variables, as well as on itself.

The unit roots test by Phillip-Perron showed that all of the time series data were
stationary at 1 order of integration or I(1). The relationship of VAR demonstrated that a change in
the balance of payments of Thailand were depended on balance of payments of Thailand in last
2% quarter, the balance of payment of Japan in last 4" quarter, with a change in Japan’s interest
rates of Japan and nominal effective exchange rate of Thailand in the last 3 quarter.

The results of Impulse Response Function estimation found that when a sudden change in

balance of payments, the consumer price index, the interest rates, and the nominal effective



exchange rates of Thailand, Japan and the USA have effect on balance of payments of Thailand
the different direction and time length for adjustment to the equilibrium. The investigation of
Variance Decomposition found that the volatility of balance of payments of Thailand primarily
depended on the balance of payments of Thailand the preceding period and secondarily on the

balance of payments of the USA and the change of interest rates of Thailand.



