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ABSTRACT

This thesis provides evidence regarding an important role of international tourism
for Thailand in generating income, employment and tax revenues, and in contributing to
regional and economic development. Thus, an understanding of the nature of tourism
demand is critical for the formulation of the national tourist development program.
Moreover, it is also important for many underdeveloped countries where tourism is a
significant source of export revenues.

Thailand’s inbound tourism market is heavily dependent on Asia in particular
Malaysia and Japan. These two countries have been and remain the two major sources

of Thailand’s international visitors. Therefore, a careful analysis of the demand and
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volatility of Malaysian and Japanese tourists is crucial to enhance Thailand’s tourism
policy. Various time series models will be used to construct univariate and multivariate
tourism demand and volatility models for Malaysian and Japanese tourists to Thailand.

This study can be used to compare with British and American markets. We can
divided tourists into three groups (1) short haul such as Malaysian tourists (2) medium
haul such as Japanese tourists (3) long haul such as British and American tourists. In the
study of income elasticity of tourism demand in the long-run, we can conclude that (1)
Malaysian tourism or short haul tourism is inelastic demand. (2) Japanese tourism or
medium haul tourism, British and American tourism or long haul tourism are elastic
demand.

In this study, we will consider the volatility of international tourist arrivals to
Thailand by employing a VaR model. VaR is widely used to manage the risk exposure
of financial institutions and is the requirement of the Basel Capital Accord. The central
idea underlying VaR is that by forecasting the worst possible return for each day,
institutions can prepare for the worst case scenario. Forecasted VaR figures can be used
to estimate the level of reserves required to sustain desired long term government
projects and foreign exchange reserves. We can conclude that the VaR of Malaysian
tourists are higher than Japanese, British and American tourists.

Finally, in this study, we will consider the volatility of international tourist
arrivals to Thailand by employing the GARCHX and GJR-X model. The real exchange
rate is used because it has a pervasive effect on the tourist budget. For the GARCHX
model and GJR-X, the change in the real exchange rate can impact on the volatility of
Japanese tourist arrivals to Thailand. But this does not have an impact on the volatility

of tourist arrivals from Malaysia, the UK and the USA to Thailand.



