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The objective of this study was to find out factors affecting exchange
rates leading to external stability. Secondary annual data during 1957 - 1997 was
used. The exchange rate of Baht per U.S. Dollar was employed in foreign exchange
market and computed by means of multiple regression of the ordinary least square
method (OLS) and reduced according to the balance of the payment theory. The
factors affecting the exchange of Baht equilibrium according to the theory were
1) price level (p) : variables included Consumer Price Index of Thailand (CPI),
Wholesale Price Index of Thailand (WPI), Consumer Price Index compared between
Thailand and the United States and Wholesale Price Index compared between
Thailand and the United States; 2) Income (y) : variables included Gross National
Product of Thailand (GNP), Real Gross National Product of Thailand (Real GNP), Real
Gross National Product Index of Thailand and Real Gross National Product compared
between Thailand and the United States; and 3) Interest rate (r) : variables included

Discount Rate of Thailand and Difference in Discount Rate between Thailand and the



(6)

United States. The analysis revealed 3 types of variables: 1) Present Variables,

2) Lag Variables and 3) Differencing Variables. The total of 96 models were used in

the analysis.

The results of the analysis indicated the present variables affecting the
equilibrium of Baht in foreign exchange market as follows :

(1) consumer price index which represented the price levels of goods (p)
was directly related with the exchange rate (p = E) ;

(2) real gross national product index compared between Thailand and the
United States which represented income (y) was inversely related with the exchange
rate (yp = EV): and

(3) discount rate which represented the interest rate (r) was inversely

related with the exchange rate (1 = EV).



