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THANEE RIENGWONG : THE EFFECT OF SECTORAL CREDIT SHIFTS ON
MACROECONOMIC TARGET IN THAILAND. THESIS ADVISOR : ASST. PROF JUNE
CHAROENSEANG, Ph.D. 118 pp. ISBN 974-14-1860-4.

The objectives of this study are to analyze the sectoral credit shifts and to investigate its
effect on Thailand macroeconomic targets including economic growth, inflation rate, and
unemployment rate. This study is separated into two parts. The first part is the descriptive analysis
of the sectoral credit shifts in Thailand (excluding the banking sector) during 1977-2003, while the
second part is the quantitative analysis, which measures the effect of the shifts by using the

Impulse Response Function and the Variance Decomposition.

The analysis finds that, during 1977-1986, the value of the sectoral credit shifts declined
but dramatically increased from 1987 to 1990 and declined again until 1999. When considering in
the sectoral level, most credits were transferred from trading sector to manufacturing sector.
However, during 1988-1990, most credits were transferred to property sector, and after economic
crisis, credits were transferred to personal consumptions sector. In the aggregate level, the credit
ratio of service sector was higher than manufacturing sector, which was gradually increased in the
latter period of the study. From the quantitative analysis, the sectoral credit shifts have significantly
positive impact on economic growth and inftation rate, but negative impact on unemployment rate.
The shifts affect the first two targets for about 1-2 years, while the effect on the third target lasted
for about 3-5 years. The explanatory power of the sectoral credit shifts shock to variations in
economic growth is clearly the most. Even though the credit shifts have less explanatory power in
inflation rate and unemployment rate than in economic growth, it rises gradually in the following
period. According to the findings, if the government wishes to promote the production in any of the
economic sectors, it can be supported by the credit shifts. In addition, commercial banks also play
important roles in promoting economic growth by shifting the credits to more effective sectors. This

will significantly stimulate the economic growth and more employment.





