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ABSTRACT

This study aims to forecast the rate of change on exchange rate of Thailand using the
ARFIMAX method. The data used in the study were the rate of change on exchange rate, these
being THB/JPY, THB/CNY, THB/USD, THB/MYR and THB/IDR, based on daily data and
covering the period from 3 January 2011 to 30" December 2011 - a total of 260 days.

A Unit root test, using an ADF test and a PP-Test, showed that the data is stationary at
1(0). A Long Memory test, using an R/S Test, a Modified R/S Test and a GPH Test, indicated that
the rate of change on stocks has a ‘Long Memory’. Forecasting the rate of change on exchange
rate using the ARFIMAX method, found that the best model to be used for forecasting the rate of
change on the THB/JPY is ARFIMAX (1, d, 1); for the THB/CNY it is ARFIMAX (2, d, 2); for
the THB/USD it is ARFIMAX (2, d, 1); for the THB/MYR it is ARFIMAX
(2, d, 2); and for the THB/IDR it is also ARFIMAX (1, d, 1). However, the best model for
forecasting the rate of change on THB/JPY, THB/CNY, THB/USD, THB/MYR and THB/IDR

based on a 10-day period, has a MAE value that produces a good result.



