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ABSTRACT

This study was an attempt to ascertain whether the exchange rate volatility, the relative
export price index and the US. Gross Domestic Product (GDP) had impacts on the value of total
exports, the value of industry exports and the value of non-industry exports of Thailand. This
study employed the Generalized Autoregressive Conditional Heteroskedasticity model (GARCH)
to estimate the exchange rate volatility, and the Cointegration and Error Correction Model (ECM)
to define the correlation between the long-run equilibrium relationship and the short-run
adjustment process in these models. Furthermore, dummy variables were included in the models
to consider the structural change and trend. At the time of this study, Thailand used two systems
of exchange rate: the basket of currencies exchange Rate and the managed float system which
covered the first quarter of 1991 to the forth quarter of 2007 including a total 64 observations.

For time series data, it is important to investigate stationary property of all variables
using unit roots test. The results revealed that all series were found to be stationary at the first
order of integration. The Engle and Granger Cointegration test results substantially supported the

long-run equilibrium relationship.



Furthermore, this study applied the Error correction model to combine the short-run
effects and the adjustment process of the value of exports through the long-run equilibrium
relationship. The results indicated that the change of value of exports depended on the change of
lagged variables which included the exchange rate volatility, the relative export price index and
the US’ Gross Domestic Product (GDP). All of the variables appeared to have significant and true
directions that, followed assumptions. However, in the industry exports case, the US’ Gross
Domestic Product (GDP) had no effect in short-run adjustment. Historical evidence also revealed
that the industry exports and non-industry exports experienced the change in both structure and
trend when managed float system was applied, while the total export dramatically increased with
change in structure only. In addition to the economic factors: the values of exports, industry
exports and non-industry exports also responded to changes in the relationship. The results
indicated that the change of value of exports depended on the change of lagged variables which
included the exchange rate volatility, the relative export price index and the US’ Gross Domestic
Product (GDP). All of the variables appeared to have significant and true directions that, followed
assumptions. However, in the industry exports case, the US’ Gross Domestic Product (GDP) had
no effect in short-run adjustment. Historical evidence also revealed that the industry exports and
non-industry exports experienced the change in both structure and trend when managed float
system was applied, while the total export dramatically increased with change in structure only. In
addition to the economic factors: the values of exports, industry exports and none-industry
exports also responded to changes in the disequilibrium errors in the previous period. The fastest
speed of adjustment occurred in the case of industry exports, non-industry exports and the total

exports, respectively.





