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International Trade has to rely on the exchange rate as a medium in doing
transaction. Thus, when changing in exchange rate occurs, there is an effect in
international business as well. This thesis is for studying the factors influencing real
effective exchange rate between Thai baht and U.S. dollars with macroeconomic
balance approach by using annual secondary data since 1974 - 2003

For studying real effective exchange rate with macroeconomic balance
approach uses Sebastian Edwards (1989)’s model to be variable used in study
including real exchange rate, terms of trade, openness, national government
expenditures, net foreign asset, productivity that divides analysis into three steps i.e.
unit root test (stationary test), co -integration and ordinary least squares (OLS)

From the experiment of being stationary of variable used in the study with
Augmented Dickey-Fuller test (ADF test), every variable is stationary at first
difference level.

Testing co—integration for testing the long term equilibrium condition of
variable with Johansen and Juselius (1990) method found that variable used to have
long term equilibrium condition. Thus, estimating with OLS method found that model
used in studying can explain changing in real effective exchange rate 95%

The relation between real effective exchange rate and other variables can
explain the following fact; real effective exchange rate being the same direction with
openness and have the inverse relationship with national government expenditures, net

foreign asset, terms of trade and productivity





