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This thesis investigates the impact of changes in exchange rates on
the prices of imports in Thailand. As such, the researcher concentrates on the
relationships between the import price, the exchange rates and the world price
in addition to taking into account the coefficient of the exchange rate pass-
through.

The data used in this thesis consisted of relevant monthly secondary
data from the period between January 2000 and July 2007. Analysis of the
data obtained was conducted by means of the ordinary least squares (OLS)
method. Accordingly, appropriate statistical computations were made in order
to determine the coefficient of the exchange rate pass-through in its impact on

the prices of imports.
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Findings are as follows:

Analysis shows that changes in import prices in Thailand are directly
correlated with changes in the exchange rate at the statistically significant
level of 99 percent with a coefficient of 0.858821.

Additionally, analysis shows that changes in the import prices in
Thailand are also directly correlated with changes in foreign prices at the
statistically significant level of 95 percent with a coefficient of 0.003042.

Further analysis reveals that changes in the import prices in Thailand
lagged by one period and changes in foreign prices also lagged by one period
are also directly correlated, but at a statistically insignificant level with
coefficients of 0.026152 and 0.000867, respectively.

Moreover, tests for the coefficient of the exchange rate pass-through on
import prices in the short-run show that if the exchange rate increases by 1
percent, then import prices will suddenly correspondingly change at 0.858821%
in the same direction over the same period. Furthermore, if import prices
accelerate in the long-run and the exchange rate increases by 1 percent,
then import prices will change by 0..884973 percent. Therefore, the long-run
pass-through coefficient is indicative of an incomplete pass-through.

Conclusions are as follows:

In the case of Thailand, adopting a monetary policy of inflation
targeting increases cost-push inflation largely because of import prices having
incorporated the results of imported inflation in the exporting nations. As can

be seen, therefore, there are limitations in the efficiency with which monetary

policy can be implemented. It consequently well behooves those concerned to
take interest in the important effects of exchange rate pass-through on import

prices to the end of framing appropriate and genuinely successful policies.





