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In the past decade, the economic growth of Thailand has risen very fast.
The increase in domestic saving ratio has lagged subsiantially behind the
growth in investment ratio. The investment - saving gap has widened. The
interest rate and the inflation rate are the importance factors of personal
saving.

The objective of this is to study the relationship between personal
saving and the interest rate and the inflation rate. This study used secondary
time series data during 1975 to 2000 from Bank of Thailand for analysis the
short-run and long-run equilibrium

This study has three steps. First, it is necessary to conduct unit root test
for each variable. Second, to test cointegration for analysis the long-run
equilibrium. Finally, to estimate an error correction model for analysis the
short-run equilibrium.

The result of study shows that personal saving, income per capita, the
interest rate and the inflation rate are stationary at first difference and have
long-run comtegration. The estimate result of the short-run cointegration
shows that thesystem will adjust to equilibrium about 30.45 percentage after
personal saving moves from long-rum equilibrium one unit. Finally, it moves

towards long-run equilibrium again.





