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ABSTRACT

This thesis examines the determinants of Thailand’s net capital inflows in the period
before and after economic crisis and analyzes the factors that could explain the behavior of net
foreign direct investment, net foreign loans, net portfolio investment and net non-resident baht
account. The thesis also provides empirical evidence on the relationship between Thailand’s
economic crisis in 1997 and the non-bank sector’s net capital inflows in Thailand.
Empirical analysis is based on quarterly data starting from the third quarter of 1990 to the forth
quarter of 2004 using multiple regression with the Ordinary Least Square (OLS) method.

The estimated results indicate a set of important findings. Firstly, the value of export
and the lagged value of net foreign direct investment have significant relationships with
Thailand’s net foreign direct investment inflows. The estimates confirm that Thai economic crisis
in 1997 has no significant impact on the net foreign direct investment inflows. Secondly, net
foreign loans to Thailand are found to be significantly determined by the spread between
domestic and foreign lending rates as well as the lagged value of net inflows of foreign loans,
while the dummy variable of the crisis is found to have significant impact on the net foreign loans
inflows. Thirdly, the net portfolio investment is found to have significant relationship with a set
of indicative factors of Thailand’s SET index and dividends and the spread of domestic and
foreign deposit rates. However, the estimates provide no support for the relationship between the
crisis and the net portfolio investment inflows. Finally, net non-resident baht account is found to
be significantly determined by the spread of domestic and foreign deposit rates and dividends of
SET. Nevertheless, the evidence provides support to the argument that the net non-resident baht -

account inflows are significantly affected by the economic crisis.




()

The findings provide a set of indicative implications. First, interest rates in Thailand
move significant relationships with the foreign loans and non-resident baht account.
Adjudgements in interest rate policy, therefore, tend to have some certain impact on the
movements of these two types of capital inflows. Second, after the economic crisis in 1997, there
have been continuous capital outflows, especially the short-term capital. But this seems to be not
the case for direct investment. As a way to reduce the fluctuation of capital inflows to Thailand,

emphasis should be given to the stimulus of direct foreign investment, which is long-term and

more stable than the short-term investment.






