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ABSTRACT

The objectives of this study were to investigate the short-run and long-run relationships
between exchange rates (nominal and real) and the international reserves of Thailand, using
monthly data over the period between 1982 and 2005. Unit root and the Engle and Granger’s
cointegration tests were used. Error Correction Mechanism and the Granger’s Causality test were
also applied in this study.

Results of the unit root test found that both variables were non-stationary and
characterized by an I(1) process at the 1% level. Regarding the cointegration test and error
correction mechanism, the results indicated a bidirectional long-run relationship between
exchange rates (nominal and real) and the international reserves of Thailand. Moreover, results of
the Granger’s Causality test showed that exchange rates (nominal and real) and the international

reserves of Thailand had a bidirectional relationship in the short term.



