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The purpose of this study is to investigate the determinants of forward
premium in forward exchange market under the managed float system. All
transactions in this business including receipts and payments of future foreign
currencies will be effected by the exchange risk. This study specifically
investigates forward premium of thai baht and U.S. dollar. Qualitative and
quantitaive methods are introduced into the study. Data base of the analysis are

monthly data from January 1997 — December 2003.

The determinants of forward premium under the managed float system are
past forward premium(FWDPAST),interest rate (INTEREST), inflation rate
(INFLATION) and the ratio of current account and GDP (CGDP). The results
show that FWDPAST and INTEREST have positive significantly impact while

(CGDP) and INFLATION have negative impact.





