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Abstract

The objectives of this study were to 1) study the exchange rate system of Thailand
and the change in exchange rate from the past including the advantages and disadvantages of
each exchange rate system; 2) study the relationship between exchange rate and international
trade balance under Marshall-Lerer condition; 3) study the response of Thai exports to
exchange rate shock. The study employed descriptive and quantitative analyses together with
in-depth interview. For quantitative analysis, unit root test, regression analysis and Impulse
Response Function: IRF were adopted as tools of this study. An analysis was divided into two
cases: First, global market is based on annual data from 1990-2019 including world gross
domestic product (World GDP), Thai GDP, exchange rate of baht to US dollar, Thai import and
export. Second, the trading partners are China, US and Japan, using 86 quarterly data from
1997-2019 including the GDP of Thailand, China, Japan and US together with value of Thai
exports to China, Japan and US, value of imports from China, Japan and US, exchange rate of
baht to US dollar.

The results of this study showed that 1) Thailand's exchange rate system has
developed sequentially over the past century. It started with choosing a fixed exchange rate
system and later developed to use a managed floating exchange rate system. 2) The
relationship between exchange rates and international trade balance, Marshall-Lerner
conditions hold in the global market case. That is, sum of the price elasticity of imports and
exports is > 1. In the case of trading partners, exchange rate did not significantly affect on
import demand of the three countries. As the products imported from these countries were
partly capital goods and some were imported for export. Changes in trade balance depend on
other factors than exchange rates. At the same time, it was found that exchange rate affected
on Thai exports to the US and Japan except China. However, considering the conditions
Marshall-Lerner, it was found that only a case of Thai-Japanese trade hold under this
condition due to the sum of import and export demand-price elasticity > 1. Because the
elasticity of Thailand's export demand to Japan is high, 1.677. 3) The response of Thai exports
to exchange rates shock, J curve did not appear in all cases. As the country adopted floating
exchange rate system, exchange rate was already adjusted according to supply and demand in

the exchange rate market on a daily basis, so J curve did not appear in this period of time.
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