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ABSTRACT

The purpose of this study is to analyze the relationship among the change of Government
Expenditure, the change of Private Investment and the current account of Thailand by Vector
Autoregression (VAR) model. The secondary data came from quarterly data during 1993 to 2010.

According to unit roots test, the empirical result indicated that the statistical test of the
time series were stationary at 1(0) process. Analysis with VAR showed that the current account
last 1" and 3" quarter, the change of fixed government expenditure last 3 quarter, and the change
of public investment last 3 quarter impacts the current account of Thailand. However, the current
account does not have an effect on the change of government expenditure or the change of private
investment.

The results of VAR Impulse Response Function estimation showed that in the long run,
the change of government expenditure, the change of private investment and the current account
would recover to normal level. The investigation of Variance Decomposition found that the

volatility of all variables depended primarily on themselves during the preceding period.



The conclusion is that the government impacts on the current account and the change of
private investment. While the change of private investment has an effect on the opposite direction, the

government should Support development of machines and use the domestic input factor to reduce imports.



