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Abstract

This paper analyzes monetary policy under an inflation targeting framework in
Thailand. The paper applies the ‘adaptive learning’ framework to analyze policy rate setting
in Thailand. Specifically, the paper analyzes both a simple Taylor rule and an augmented
Taylor rule under adaptive learning. The study finds that the Bank of Thailand (BOT)
stabilizes core (CPI) inflation rather than headline (CPI) inflation and implements the flexible
inflation targeting approach by stabilizing core (CPI) inflation and the output. Importantly, an
exchange rate comes to play a role in policy rate setting. Moreover, the monetary policy

implementation is also consistent with the Taylor principle.
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a,” - 1.736 0.781

a,” - -0.074 -0.244

A1 NMIAIUIN

MU8HMe:  N) RMSD = Root Mean Square Deviations =

N (E”i"—i‘)z/N Tavflj= cvo 1

Y) o, MUIVINNNAUNALVON o = b“/(l—bat) NNauMs (14) Tuuaagaana
) o, MUIVINNNAUNALVON a, = bZt/(l—bat) NnaumMI (15) Tuudazyana

3 d
42 D30I 2: auMsUlEEMSRIUNUD Taylor Uszgni (Augmented Taylor
Rule)
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REGRIZNIGEN] i)ﬂﬁ]ﬂf’]ﬂ!ﬂﬂ‘iﬂﬂiﬂﬂ (It ) !mg?Jﬂ§1ﬂﬂﬂ!ﬂﬂuiﬂlﬂﬂﬂ1ﬂﬂ1§ﬂ!‘ﬂ1ﬂ€)ﬂ§1!3u!ﬁ®
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WUeLe):  N) RMSD = Root Mean Square Deviations =

N
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V) o, fnanndedves ¢ =b, /(L-b,,) vnaumsi (16) luudazgaanan

(Ei -i )/N Tavfij = culo 1

A) @, funnAmanes «, =b, /(1-b,,) Mnaumsi (16) lunsazgram
1) NER = 8asuan/asuniludaitu (Nominal Exchange Rate) RER = a3 maniasun
UND39 (Real Exchange Rate) NEER = CRATGRISH (Nominal Effective Exchange Rate)

REER = A%iA1131#1111954 (Real Effective Exchange Rate)
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339 NINGIAN 2543 — NINGIAN 2554

it Et_litC,NER 9 Et_litC,RER 0 Et_litC,NEER 9 Et_litC,REER T
Aunde 2.395 2.527 2.544 -8.791 2.948
daisaunasg 1.145 1.193 1.193 22.112 1.862
AanaNuE Y |, 1.000 0.942 0.940 -0.379 0.815
RMSD " - 0.422 0.432 25.114 1.264
a,” - 1.372 1.291 -0.295 -0.400
a” - 0.241 0.272 0.281 0314

A1: NMIAUIN

WUeMe:  N) RMSD = Root Mean Square Deviations =

N (E —iK)Z/N Tavfij= culo 1

. , ' ~ ~ § ' 1
V) o, MUIMNNNAUNALVON o = b“/(l—b“) 1auNsN (16) Tuupazsiaan

) o, MUIVNNNAUNALVON o,

= bzyt/(l— b,,) Mnaumsi (16) Tuuaazyanm

t

o { g v A o { §
9) NER = 9aswanasuiniluaai3u (Nominal Exchange Rate) RER = 8asuanasui

UEER (Real Exchange Rate) NEER = AR (Nominal Effective Exchange Rate)

REER = A%HaA1UNUND3 9 (Real Effective Exchange Rate)
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