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Abstract

This research aimed to investigate the economic factors that influ-
ence exchange rate of LAK against the THB. The researcher used the
quarterly data from the database of the Bank of Lao. PDR and Bank of
Thailand in the period of 2011-2020 (40 quarters) by testing the econom-
ic factors influencing exchange rate of LAK against the THB in long-
term period by applying the Engle and Grenger method and short-term
through the Error Correction Model.

The results found that the fluctuation in exchange rate of LAK
against the THB in long-term was positively influenced by economic fac-
tors, which consisted of four factors such as: 1) the minimum loan rate
differential, which LAK depreciated against the THB, 2) the change of
money supply differential, which LAK depreciated against the BATH,
3)the inter-bank rate differential, which LAK appreciated against the
BATH and 4) the change of export differential, which LAK appreciated
against the BATH.

The fluctuation in exchange rate of LAK against the THB in short-
term was positively influenced by economic factors, which consisted of
four factors such as: 1) the change of minimum loan rate differential,
which LAK depreciated against the THB, 2) the change of money supply
differential, which LAK depreciated against the THB, 3) the exchange
rate of LAK against THB in the last quarter, which LAK depreciated
against the THB and 4) the change of export differential, which LAK
appreciated against the THB and The short-term equilibrium deviates to
the long-term equilibrium with a velocity of 53.10%.

Therefore, in implementing the government’s fiscal policy and
monetary policy, shifting of economic factors in both Lao and Thailand
to should be taken into consideration.

Keywords: Exchange rate of LAK against the THB, Economic factors,
Engle and Grenger, Error Correction Model
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MI0£2713 1 Buniudingeu Unit root GouSi ADF gasiiu Level

Stationary test (Unit Root at Level)
o MacKinnon Critical Value o -
U3y t-s/:;]t)iftic 1% 50, 10% P-Value LIUNIVNOKFIDU
LNEX | 0.797359 [-3.615588 | -2.941145 |-2.609066 0.9927 Non-Stationary
LNEXP | 1.054252 |-3.621023 | -2.943427 |-2.610263 0.9963 Non-Stationary
LNM1 | -2.369952 |-3.610453 | -2.938987 |-2.607932 0.1566 Non-Stationary
IBR -1.328807 [-3.610453| -2.938987 |-2.607932 0.6065 Non-Stationary
INF -3.462693 |-3.621023 | -2.943427 |-2.610263 0.0149 Stationary
DPR -1.654121 |-3.615588 | -2.941145 |-2.609066 0.4458 Non-Stationary
MLR -1.703433 [-3.615588 | -2.941145 |-2.609066 0.4215 Non-Stationary
01012273 2 Sunawiingsy Unit root Go83H ADF €azdiu First Difference
Stationary test (Unit Root at First Difference)
o ADF MacKinnon Critical Value o PN
U3y t-statistic 7 50, 10% P-Value LIUNIVNOKFIDU
LNEX | -3.385142 [-3.615588 | -2.941145 |-2.609066 0.0178 Stationary
LNEXP | -9.821733 [-3.621023| -2.943427 |-2.610263 0.0000 Stationary
LNMI1 | -9.208432 |-3.621023| -2.943427 |-2.610263 0.0000 Stationary
IBR -6.636379 |-3.615588 | -2.941145 |-2.609066 0.0000 Stationary
INF -4.600895 |[-3.632900| -2.948404 |-2.612874 0.0008 Stationary
DPR -3.907609 |-3.615588 | -2.941145 |-2.609066 0.0047 Stationary
MLR -3.905795 [-3.615588 | -2.941145 |-2.609066 0.0047 Stationary
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010273 3 Guniuiingeu aorudlivtauzan U323 Engle and Grange §ijfinfiodsu U

S9BussnNINEUUING] ASnMnsNuguLNdz1 3 (9.

Dependent Variable: LNEX
Method: Least Squares
Date: 06/06/21 Time: 12:35
Sample: 2011Q1 2020Q4
Included observations: 40

Prob(F-statistic)

0.000000

Variable Coefficient Std. Error t-Statistic Prob.
C 3.554829 0.138606 25.64706 0.0000
LNEXP -0.143494 0.021660 -6.624881 0.0000
LNMI 0.397088 0.058631 6.772630 0.0000
MIR 2.008254 0.147261 13.63733 0.0000
IBR -3.004645 0.422608 -7.109770 0.0000
R-squared 0.917834 Mean dependent var 2.417513
Adjusted R-squared  0.908444 S.D. dependent var 0.037083
S.E. of regression 0.011221 Akaike info criterion -6.025629
Sum squared resid 0.004407 Schwarz criterion -5.814519
Log likelihood 125.5126 Hannan-Quinn criter. -5.949298
F-statistic 97.74222 Durbin-Watson stat 1.967748

M10£%3 4 Gunwdingsunivdufotavrdulusucuy ECM §3finfodjuudtiveencuy

21299 FINwe i2dumnoIUfIlun1Isryfiual (Auto Correlation).

Dependent Variable: D(LNEX)
Method: Least Squares
Date: 06/06/21 Time: 11:51

Sample (adjusted): 2011Q3 2020Q4
Included observations: 38 after adjustments

Prob(F-statistic)

0.000001

Variable Coefficient Std. Error t-Statistic Prob.
D(LNEXP) -0.076944 0.016636 -4.625259 0.0001
D(LNM1) 0.158227 0.040712 3.886525 0.0005
D(MIR) 1.215748 0.242730 5.008648 0.0000
D(LNEX(-1)) 0.484584 0.125333 3.866373 0.0005
ECM(-1) -0.531005 0.120283 -4.414630 0.0001

C 0.001005 0.001000 1.005284 0.3223
R-squared 0.659129 Mean dependent var 0.002435
Adjusted R-squared 0.605868 S.D. dependent var 0.008877
S.E. of regression 0.005573  Akaike info criterion -7.397849
Sum squared resid 0.000994 Schwarz criterion -7.139283
Log likelihood 146.5591 Hannan-Quinn criter. -7.305853
F-statistic 12.37545 Durbin-Watson stat 2.065170
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