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The objective of this study is to study appropriate relationship between inflation and
unemployment rate (Phillips curve) in Thailand during 2001 — 2006 which Thailand has proceeded
monetary policy framework with inflation targeting regime. Estimation core inflation rate at full
employment and test monetary policy framework setting the target core inflation at between 0 - 3.5
percent per year can make full employment at long run as shown in the last section are final objective

of this study.

The obtained results show that dynamic Phillips curve with expected inflation by Factor
Analysis and quasiconvex form was appropriate form for Thailand. In the long run core inflation at

full employment was equal 0.1256 percent per month or 1.5177 percent per year.

The results of this study reflect that monetary policy framework with inflation targeting
regime can make full employment at long run. It is empirical proof that the two major economic

development goals: price stability and full employment are accordance.





