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ABSTRACT

This study aims to analyze the relationship between export, import and Gross Domestic
Product of Thailand and to determine the causality between export, import and Gross Domestic
Product. The general equilibrium macroeconomic model is used by applying cointegration and
error correction technique of Engle and Granger. Granger causality test causality is utilized for
testing the causality of export, import and Gross Domestic Product. Data used are quarterly data
from the 1" quarter of 1993 to the 4" quarter of 2006.

Thailand has a plan in developing the economy by emphasizing on trade expansion
especially free trade agreement with many countries. As a result, there exists the expansion of
both export and import. However, Thailand still has trade surplus and gain more of inflow
foreign income. On the other hand, the Gross Domestic Product of Thailand is also increasing.
These are the reason of this study to looking at the relationship between trade and Gross Domestic
Product of Thailand.

Because of the use of time series data in analysis , the test of stationary data by unit root

test is utilized. The unit root test shows that Gross Domestic Product, tax, investment,



government expenditure, export and import data are stationary with the same order of integration
of I(1) but money supply data is stationary with the second order of integration of I(2) at the level
of significant of 0.10. The cointegration test by Engle and Granger reveals that the export is
significantly affected with Gross Domestic Product at the level of significant at 0.01. An increase
in export by 1 million baht leads to an increase in Gross Domestic Product by 0.1685 million
baht. The empirical result of causality test of export and Gross Domestic Product shows the
reverse relationship. This implies that export does cause to Gross Domestic Product with the
appropriate lag length of 3 and also Gross Domestic Product does cause to export with the
appropriate lag length of 3.

For import, the test of cointegration of import shows that the import is significant
affected with Gross Domestic Product at the significant level 0.10. An increase in import of 1
million baht leads to increase Gross Domestic Product 0.2342 million baht. The empirical result
of causality test of import and Gross Domestic Product shows that import does not cause to Gross
Domestic Product while Gross Domestic Product does cause to import with the appropriate lag
length of 3.

The result of the adjustment process from short run to long run equilibrium of the model

shows that there exist the adjustment process at the significant level of 0.01.





