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ABSTRACT
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This study aims to analyze price transmission between major domestic markets in
Thailand and market efficiency of oversea futures markets and spot market price. That is to
investigate if and how well futures markets can predict future spot prices and if domestic prices

are transmitted efficiently.

Weekly price (1998-2003) data of white rice 5% for 3 markets i.e. farmer price ,
wholesale rice price and export price (F.0.B.), and the Futures price of rice from The Chicago
Broad of Trade are used.

Domestic price transmission analysis employed the Vector Autoregressive Model (VAR)
and Vector Error Correction Model (VEC). The result shows the appropriate lags order equal to 2
and the long term equilibrium exists with co-integration vector (r) equal to 2.

Farmer price was determined by own price and wholesale price lagged by period 1, but it
contrasted with wholesale price lagged by 2 period.

Wholesale price was determined by own price lagged by period 1 and farmer price
lagged by period 2, but it was found contrasting by farm priqe lagged by period 2.

Export price was determined by own price and wholesale price lagged by period 1, but it
was determined in (opposite direction) by wholesale price lagged by period 2. Changes in farmer
price that lagged by period 2 and changes of wholesale price lagged by period 1 determined the

change of export price.

Cointegration and Error Correction Model analyzed market efficiency study. After
analysis nuil hypothesis unbiaseness is rejected. Beside the result also found that there is
cointegration of the futures prices for Thailand’s rice export price. Additionally there is market
efficiency by using future rice price on a predictor of Thailand’s rice export price.

Domestically, there is a relationship between Thailand’s export rice price to wholesale
prices and farm price. There is a substantial risk factor involved if the farmers are not informed
before production phase. If farmers are informed about pattern of relationship, then they can

incorporate it into their production plan so that they will be benefited.





