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Abstract

The aims of this study were to: 1) study the long-term relationship between
inflation and macroeconomic variables, including gross domestic product, crude oil
prices, broad money and exchange rate; and 2) study the factors affecting inflation in
Thailand after monetary policy implementation under the inflation targeting
framework.

The data used in this study were quarterly time series data during the third
quarter of 1997 to the fourth quarter of 2012comprising consumer price index, gross
domestic product, crude oil price, broad money and exchange rate using. The study
employed Vector Autoregressive Regressive (VAR). Also, the Cointegration test
technique was applied to investigate the long-term relationship between inflation and
other macroeconomic factors. In addition, this study adopted Granger causality test to
examine the relationship between a pair of variables together with reaction analysis to

the responses and variance decomposition to the test. Isolation and analysis of

components of variance were also implemented.

The results showed that: 1) all five macroeconomic variables in the study,
consumer price index, gross domestic product, crude oil prices, broad money and
exchange rate have long-term equilibrium at the 0.05 significance level; and 2) the
most factors affecting inflation including broad money, gross domestic product,
exchange rate and crude oil price respectively, at the 0.05 significance level.

Keywords: Inflation, Macroeconomic variables, Monetary policy, long-term equilibrium
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