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Monetary policy is a macroeconomic policy that becoming
significantly to the overall economic system. The transmission mechanism of
monetary policy, policy maker, should be realized in deeply detail to get thc
highest efficiency and to achieve the goals. From this study, we will
concerning in policy transmission to inflation in thailand. Therefore, the effect
of policy used wiil be passed to channels in four market and make comparison
to set priority with them. In analyze, we used Vector Autoregressive model
(VAR) and secondary data on the time series from quarterly data from
January, 1992 to December, 2003.

In comparison of the four markets, money market, capital market,

foreign exchange market and labor market, the results from impulse response
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function can be determined that the rapidly changing of method policy shows
that the labor market is the less effective. In addition deposit rate, real
exchange rate and SET index are more response than the unit labor cost.

The change of inflation rate against the shock of the method policy,
channels, output, pointed out that the highest responsive of inflation rate is
changing in repurchase rate. Second, are the real exchange rate and unit labor
costs. Thirdly, is a level of output. Fourthly, is the SET index and the last one
is the deposit rate.

The average size effectd from changing variable to the inflation rate,
within' the 8 quarters, can be finded that the mcst effective are the real
exchange rate. And the deposit rate, the output, the unit labor cost, the SET
index and the repurchase rate, are aiso effected to the inflation rate in
respectively. In addition to most important, the exchange rate transmission to
inflation rate would be more accuracy with in size and expeditiously. In the
- other hand, the study in 16 quarters shows that capital market can be most
influence to the inflation rate but lagged in transmission effected to inflation.
Moreover, the capital market applied to the shock of the repurchase rate
rapidly.

From the analysis of variance decomposition in inflation shown that the
repurchase rate; policy instrument, can be elucidate the variance or the
inflation movement well. In the channels effected, the SET index can be
conducted of the inflation movement in the grestest way. And the real

exchange rate, the deposit interest rate, the labor cost are importantly
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explained inflation fluctuated in respectively. However, there are cannot be
concluded that the asset price channel is good transmitting because of
repurchase rate is less explainable SET index but most explainable deposit
rate. Therefor, the deposit rate is influenced to inflation rate less than the real
exchange rate. Implication, the interest rate channel is important respond to

policy instrument and also effected to inflation appropriately.





