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ABSTRACT

The objective of this study is to test the relationship between the trade balance, exchange
rates and economic growth of Thailand. The observations of economic growth in this study use
Gross Domestic Product (GDP) and the Manufacturing Production Index (MPI), therefore the
exchange rate will be assessed against two indices and using two types of exchange system, the
US Dollar with a nominal exchange rate and a real exchange rate weighted with the Consumer
Price Index, and the same for the Japanese Yen. The economic model uses co-integration and
Error Correction Model (ECM) techniques, following the Autoregressive Distributed Lag
(ARDL) procedure, with time-series data drawn from: 1) Quarterly Gross Domestic Product data
starting in quarter one 1997 and ending in quarter four 2009; a total of 52 quarters, 2) monthly

Manufacturing Production Index data starting in January 1997 and finishing in December 2009; a



total of 156 months, 3) the monthly Value of Exports and Imports starting in January 1997 and
ending in December 2009; a total of 156 months, and 4) monthly US Dollar and Japanese Yen
exchange rates, starting in January 1997 and lasting until December 2009; a total of 156 months.
The results of the study, covering the short- and long-run, find that two cases have a
relationship in the long-run, to a statistical significance, from a total of eight cases within the
economic model, these being: (i) GDP against the real exchange rate for the Japanese Yen, and
(ii) the MPI against the real exchange rate for the Japanese Yen. Trade balance variables have a
negative correlation with GDP and the MPI in all cases of the economic model. The nominal and
real exchange rates for the US Dollar both have a positive correlation with GDP and a negative
correlation with the MPI. The nominal exchange rate and real exchange rate for the Japanese Yen

have a negative correlation with both GDP and the MPI.



