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Sopa Chanpueag 2008: The Effect of Short-term Capital Flows on Economic Stabilities
of Thailand. Master of Economics, Major Field: Economics, Department of Economics.

Thesis Advisor: Associate Professor Chiraphan Kuladilok, M.Econ. 116 pages.

The main purpose of this study is to find a statistically significant and economically
relevant effect of separated short-term capital inflows on price level and foreign exchange
stabilities of Thailand during the first quarter of 1999 to the third quarter of 2007 by using
conceptual and empirical model constructed from Purchasing Power Parity and Interest Rate

Parity framework and the Ordinary Least Square method to estimate the multiple regression

equations of the effects.

The results of this study have found that each component of the international short-term
capital movements pass though the effect to price level and foreign exchange in different period
of time. Also found that short-term capital inflows which affect the price level are short-term
portfolio investment and external debts consisting of Bank loans, Bank Currency and Deposits,
Bank Other Debt Liabilities and Other Sectors Other Trade Credits. While the capital inflows
affecting the foreign exchange rate are short-term external debts which consist of Bank loans,

Bank Currency and Deposits and Other Sectors Other Trade Credits.

On account of the effect of international short-term capital movements have affected on
economic stabilities, the short-term capital controls are necessarily regard to prevent short-term
capital volatility. The capital control measures also include improving and strengthening the
financial monitoring systems and regulations to support the macroeconomic policy instrument

usages and cope with the effects of international capital volatility.
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FUIMIMAYE 3.0 2.8 12.5 -0.3 11.0 26.5 34.2
o 113 33 13.5 9.2 4.6 1.7 8.3

AATIURUNUMAPNYY

44.1 46.4 62.1 74.1 77.9 717 85.7

(Goway)

11 : World Bank, Global Development Finance (1996)
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External Debt/Exports > 220%
Classification 130

External debt/GDP > 80%

132%<External Debt/Exports <
220%

A
139

48% < External Debt/GDP < 80%

External Debt/Exports < 132%
A
139

External Debt/GDP < 48%

Low-income: GNP Severely Indebted low income
per capita less than Countries
$785

Middle-income: GNP Severely Indebted
per capita between middle income countries

$786 and $9635

Moderately Indebted low income

Countries

Moderately indebted middle income

countries

Less Indebted low income

Countries

Less-indebted middle income

countries

A11: World Bank, Global Development Finance (2000)
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H a q? ] { ] k)
MINNUINT 1 dyransenuyeadunuIzesd HInA1lTzmANTaoIane A INNIIA 1Y

FZAVIIN
Variable Lag (0) Lag (1) Lag (2) Lag (3) Lag (4)
Constant -1.1513 -1.4508 -1.2823 -1.4070 -2.8260
(-1.6729)" (-1.7474) (-1.5769) (-1.8614)  (-3.8327)
In BL -0.0016 -0.0144 -0.0162 - 0.026 - 0.026
(-0.0855) (-0.6749) (-0.9959) (-1.8391) (-1.8391)
In BCD 0.038 0.0254 0.0727 0.0075 0.0164
(1.2576) (0.8715) (2.3513)" (0.3170) (0.6486)
In BODL 0.0447 0.0201 0.007 0.0130 0.0289
(1.7105) (0.8105) (0.2952) (-0.5115) (1.1300)
In OSL - 0.0093 - 0.0481 0.0576 0.0941 0.1492
(-0.1257) (-0.5011) (0.7102) (1.3800) (1.9763)"
In OSTC 0.139 0.1522 0.0461 0.0538 -0.0150
(3.1544) (3.2213) (0.8226) (0.9700) (-0.3511)
In OSIL 0.0085 0.0408 -0.0076 -0.0226 - 0.0552
(0.1328) (0.5128) (-0.1057) (-0.3537) (-0.8686)
In STPI -0.0217 -0.0146 -0.0147 0.0132 0.0177
(-2.1122)" (-1.5683) (-1.6740) (1.7717) (1.8974)
In ER 0.1320 0.2051 0.1450 0.2270 0.3135
(1.1952) (1.6617) (1.2862) (2.2170)" (3.3490)
GR -0.0028 -0.0031 - 0.0045 - 0.0042 - 0.0037
(-2.4293)"  (-2.5767)  (-3.8762) (-4.1477)  (-3.6086)
In UR - 0.0504 0.0016 -0.0277 -0.0416 - 0.0248
(-1.9811)’ (0.0598) (-1.2184) (-1.8444) (-1.2047)
In IR - 0.0042 -0.0133 0.0073 -0.0156 - 0.0421
(-0.1963) (-0.5643) (0.2990) (-7732) (-1.4436)
In DO 0.1592 0.203 0.2424 0.2415 0.4067
(2.2864)" (2.6964)" (3.7287) " (3.5693)" (6.3193)
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MSEUIINN 1 (919)

Variable Lag (0) Lag (1) Lag (2) Lag (3) Lag (4)

MM . - 0.0004 0.0153 - 0.0067 -0.0133 - 0.0008
(-0.0149) (0.4723) (-0.2621) (-0.5633) (-0.0393)

Adjusted R® 0.9690 0.9704 0.9758 0.9789 0.9813

D.W. 1.5711 1.5869 1.349 2.3583 2.1038

F 82.6427 84.0821 1004025 111.9032°  122.0353
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H a qu ] { ] k)
M3NUINT 2 d3dranIEnUYeIIUNUITeEd HINANYTTIMANTABIANETAINNIIA 1Y

oaswantlasu
Variable Lag (0) Lag (1) Lag (2) Lag (3) Lag (4)
Constant 4.4892 5.3512 5.9041 5.6406 7.4013

(3.8892) (4.8743) (4.9812)" (4.4661)" (5.9003)

In BL -0.0196 -0.0776 - 0.05 -0.0312 -0.0035
(-0.5692) (-2.4407) " (-1.6562) (-1.0196) (-0.1312)
In BCD 0.065 0.0682 0.0709 0.0281 -0.0615
(1.1321) (1.4267) (1.0727) (0.5895) (-1.2837)
In BODL -0.0398 -0.0125 -0.0158 0.0242 - 0.0556
(-0.7724) (-0.2988) (-0.3465) (0.4690) (-1.1019)
In OSL 0.0378 0.2287 0.1085 0.0053 - 0.0924
(0.2706) (1.4813) (0.6960) (0.0366) (-0.5768)
In OSTC -0.1954 - 0.2066 - 0.2583 -0.1968 0.0351
(-2.1309) " (-2.4359)" (-2.7901)  (-1.8855) (0.4158)
In OSIL -0.0118 - 0.1405 -0.0331 0.0453 -0.0623
(-0.0976) (-1.0731) (-0.2393) (0.35) (-0.4938)
In STPI - 0.0206 - 0.0004 0.007 - 0.0034 - 0.0004
(-0.9908) (-0.0219) (0.3883) (-0.2104) (-0.0214)
In GDPD 0.9225 1.0941 1.0661 1.6927 2.1113
(1.3328) (1.7774) (1.4432) (2.2814)" (3.2624)
GR 0.0035 0.0039 0.0028 0.0053 0.0044
(1.4334) (1.8158)° (0.9752) (2.0482)° (1.8316)
In UR 0.0636 0.0296 0.0224 0.0749 0.0437
(1.2646) (0.6511) (0.4979) (1.6279) (1.0743)
In IR - 0.0289 - 0.0308 0.0102 0.0081 - 0.0286
(-0.7184) (-0.782) (0.2161) (0.1964) (-0.4764)
In DO 0.0448 -0.178 -0.2171 -0.2769 -0.5196

(0.3043) (-1.2351) (-1.3764) (-1.6487) (-2.7391)"
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Variable Lag (0) Lag (1) Lag (2) Lag (3) Lag (4)
MM . -0.1372 - 0.1609 -0.1054 -0.0995 -0.045
(-2.9099)  (-3.9091) (-2.4354)"  (-2.3684)" (-1.1684)
Adjusted R® 0.6783 0.8538 0.7419 0.7606 0.8077
D.W. 1.3675 1.5495 1.3861 1.3640 1.3513
F 6.5168 8.9827 8.0751 8.5764 10.6914
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