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After Thailand faced the crisis since last 1996, the basket of currency was
changed to the managed flcat affect monetary and fiscal policy on internal and external
economic equilibrium. The main objectives of this thesis are to study the impact of
monetary and fiscal policies under exchange rate svstem. By dividing into two periods.
First period, the basket of currency from the first quarter of 1995 to the second quarter
* 0f 1997. Second period, the managed float: from the third quarter of 1997 to the fourth
quarter of 2002. The econometric model are based on Mundell- Fleming Theory,
domestic credit is the monetary instrument variable, government expenditure is the
fiscal instrument variable, and exchange rate is the exchange rate instument variable.

The studies of external equilibrium under the basket of currency including the
relative price, real exchange rate and claims on financial institutions are significant at
99% levels. As for the import, real national income and real exchange rate are
significant while relative price is not significant. According to the capital and financial

account equation, the real exchange rate and minimum loan rate are positively related
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with capital and financial account while claims on financial institutions and current
account are related negatively. The result of the internal equilibrium indicates that the
total deposits, net foreign asset and real money supply are negatively related at 95%
levels of significant while federal fund rate, real national income and the price level
are positively related at 95% levels of significant. On the other hand the real sector can
be shown as follow import unit value, real money supply, government expenditure and
current account are positively related while claims on financial institutions is related
negatively.

Under the managed float policy, the impact on factor of the external
equilibrium indicates that real exchange rate, claims on financiai institutions and
import in previous quarter are positively related while the relative price and real
national income are negatively related as real exchange rate is negatively related with
the impori. Minimum loan rate and claims on financial institutions are negatively
related with the capital and financial account. In the monetary sector, the result shown
that total deposits at commercial banks and bank rate are neyatively related with the
claims on financial institutions while bank rate in previous quarter is positively related
with the bank rate. As for the real money demand equation, real national income and
the price level are related positively. In the real sector the result indicated the import
unit value, real money supply, government expenditure, claims on financial institutions
and current account are positively related with the price level and real national income
while rezl national income is negatively related with the price level.

Relative impact of monetary policy under the basket of currency and the
managed float when increased claims on financial institutions 1 baht under the
managed float the result shown that real national income, real money demand, bank
rate and the capital and financial account are decreased while under the basket of

currency that deficit the balance of payment such as, increased claims on financial
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institutions 1 baht will be risen real national income about 44,379.68 baht under the
basket of currency but declined about 2,866.13 baht under the managed float. As for
impact of fiscal policy indicates that real money supply, the price level, bank rate,
cxport, current account and the balance of payment are decreased under the basket of
currency while real money demand, bank rate and the capital and financial account are
decreased under the managed float. For example, an increased in the government
expenditure 1 baht impacted on real money supply is decreased about 43,412.91 baht
under the basket of currency policy while under the managed float policy is increased
about 88,482.06 baht. In conclusion, the variables affected on the monetary and fiscal
policy under the basket of currency and the managed float policy reflected on the

economic system differently.



