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The objective of this study is to study Behavior of the Thai Baht compared to the
following foreign currencies: US Dollar, Pound, Yen, and Euro after Thailand had changed to use
Floating Exchange Rate, using the information of Spot Rate and Consumer Price Index. The
study was divided into three parts. In the first part, we tested the steadiness of data through
Philips-Perron test (PP). The result of the test is that the characters of the data of bilateral
exchange rate and Consumer price index are Non-Stationary (I(1)). In the second part, we studied
whether Behavior of the Thai Baht against the foreign currencies follows Purchasing Power
Parity (PPP) theorem through the technique called Cointegration. The result of this part of study
is that.in the analysis to find long run equilibrium of Thai Bath exchange rate according to
Purchasing Power Parity: PPP theory we found that Baht against all the foreign currencies gave a
one particular long-run equilibrium relationship. In the all cases of Bath against the foreign
currencies but Yen, the behavior of Baht followed Purchasing Power Parity theory.

In the last part, we used Vector Error Correction Model (VECM) technique as a tool in
analyzing to find short-term adjustments to get to steady state in long-term exchange rate. The
result is that the cases of Baht against US Dollar, Pound, and Euro have speed of short-term
adjustment by which the Logaritﬁms of short-term adjustment of the exchange rate of the three
cases deceased by 0.140382 0.005747 and 0.146947 from the previous month respectively. As
for the case of Bath against Yen, the Logarithms decreased by 0.090109 from the previous month.
However, the short-term adjustment of the last case did not follow PPP theory because it cannot
make long-term steadiness happen. Significantly, the case of Japan does not follow Purchasing
Power Parity theory since the levels of on-shore and off-shore of product value do not play any
role in determining its exchénge rate. Instead, there might be some other factors such as Real
Income, Interest Rate, and Money Supply to play as more important role in determining its

exchange rate.





