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ABSTRACT

That Thailand has had the financial deregulation for world trade competition
with respect to some liquidity constraints to encourage private consumption can possibly lead to
the country’s economic growth. Consumption is important contributor to economic development.
This study aims to examine the effects of deregulation on the behavior. The first enquiry was
undertaken through Cointegration and the Ermror Correction Model was tested by two methods;
Ordinary Least Squares Method and Generalized Moment of Method. The comparison of these
two methods was based or the same time series during 1970 — 2001. Another enquiry was done
through nonliner consumption estimation with Euler Equation Model. On the part of Generalized
Moment of Method to estimate the unknown parameters time series data during 1960 — 2001 were
used. Moreover, the study was divided into two periods: the time before deregulating the liquidity

constraints, 1960 — 1989, and the time after the deregulation, 1990 — 2001.



In the first part of this study, we noted that consumption and income was co-
integrated in the same way and price level was in the opposite. However the real interest rate was
to be statistically insignificant. Short run adjustment appeared to exist only at the time after the
liquidity constraints deregulation.

The short term estimation modeis by Ordinary Least Squares and the
Generalized Moment of method gave no different explanation. However, the adjustment to long
run equilibrium was comparatively faster in the case of Generalized Moment of Method Model.

In the second part of this study, the discount factor was applied to explain how
much the future consumption and the marginal utility would decrease if the otherwise future
consumption took place at present due to the stimulation for present consumption. The discount
factor for the time before dereguiating financial control was found to be lower than that of the
time after the deregulation. Moreover, the coefficient of risk aversion in the time before

deregulating financial control was also comparatively lower.



