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This thesis investigates external factors affecting the money supply in
the Kingdom of Thailand (Thailand) and how the money supply affects the
gross domestic product (GDP) as a basic measure of the country’s overall
economic performance. The results of this investigation would be useful in
indicating how governmental controls exerted over the money supply could
prove beneficial in stabilizing the country’s economic system.

In carrying out this investigation, the reseércher mined relevant
secondary data from the period between 1997 and 2007. Analysis was
conducted in order to determine the relationships between independent and
dependent variables. In this analysis, testing was conducted so as to determine

whether or not variables were stationary. However, if the variables were
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initially found to be non-stationary, then further testing was conducted
utilizing the Johansen-Juselius procedure of cointegration analysis (1990) in
order to ascertain whether the data could be utilized in framing an econometric
equation. In addition, the error correlation model (ECM) was used to determine
whether there was long-term correction in the direcﬁon of equilibrium.
Finally, the vector autoregressive model (VAR) was used in estimating the
parameters of tim econometric equation framed for this investigation.

PartI: An analysis of external factors affecﬁng narrow money (M1)
found that the national income, monetary base, and private sector loans were
factors that were directly correlated with narrow money (M1).

At the same time, the researcher determined that external factbrs
affecting broad money (M2) were the national income and private sector
loans. These factors were found to be directly correlated with broad money
(M2). At the same time, it was also found that the consumer pricé index was
inversely correlated with both narrow money (M1) and broad money (M2).

The estimation on the basis of the ECM indicated that if, in the short
term, the variables deviated from equilibrium, there would be a correction
converging towards cointegration in the next peﬁod.

Part II: An analysis of the GDP as a basic economic measure in
connection with both narrow money (M1) and broad money (M2) showed that
these variables were stationary at the same level and were found to be

positively correlated.

Estimation on the basis of the ECM indicated that if, in the short term,
~ these variables deviated from equilibrium, there would be a corréction
converging towards cointegration in the next period.
On the basis of the findings of Parts I and I, the researcher suggests -
that govemment policy should involve controlling the money supply at an
appropriate level in tandem with the rate of economic growth. Such a policy

would accordingly favor a stable rate of expansion for the Thai economy.





