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After Thailand has changed exchange rate system from currency basket systcm to
floating exchange rate system), the value of baht is more volatile. Therefore this study has
purpose to search for model to define flowing of the value of baht against with dollar, pound
and yen, after changing exchange rate system to be floating system.

This study used sticky price monetary model which is developed by Dombush and
Frankel as the model. Under sticky price monetary model, the variables which effected on
volatile of exchange rate were relative money supply, relative real income, interest rate
difference and expected inflation difference. The model is estimated by cointegration and
error correction model method which has given more correct result than traditional
econometrics method, when the using data is non-stationary type.

The result of the study is found that the relationship of the value of baht against dollar,
pound and yen, related with the variables in long term under sticky price monetary model. All
variables had correct symbol of coefficient according to the theory and had statistical
significance. When the value of baht against the three currecies, did not flow as the long run
relationship, the value of baht would adjust to subtract the lost relationship.

However, from the study, the less coefficient of interest rate difference was found.
This showed that at the period of studying the changing, Thai interest rate was less effect to
the changing of the value of baht. This is caused by commercial bank which was the medium

of Thai main financial system, was unstable.

The study has shown that because of unstable Thai financial system, effected on using
interest rate which is a tool to maintain the stability of the value of baht, was hardly effective.
Therefore the method to solve the problem of commercial bank for being the financial
medium as usual, have to be set. Then the process of Thai monetary authority to maintain the

stability of the value of baht, would be effective.





