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Abstract

This study analyzes the determinants of inflation in Laos, focusing on
the roles of the exchange rate, import values, and dollarization. A Vector Error
Correction Model (VECM) is employed to examine both long-run and short-run
relationships. The results show that exchange-rate movements have a strong long-
run impact on consumer prices: a 1% depreciation of the LAK leads to an
approximate 1.10% increase in prices. Rising import values also exert upward
pressure on inflation, while greater dollarization helps mitigate price pressures
over time. In the short run, most variables are not statistically significant, although
the system converges to its long-run equilibrium at a speed of 27.6% per quarter.

Impulse Response Function (IRF) results indicate that exchange rate and
import shocks generate persistent upward pressure on prices over a 12-quarter
horizon, whereas dollarization has only a limited effect. Forecast Error Variance
Decomposition (FEVD) shows that external factors-particularly the exchange rate
and import values-account for approximately 70% of inflation fluctuations in the
medium to long run.

Overall, the findings suggest that external factors are the dominant
drivers of inflation dynamics in Laos. While short-run effects remain limited, these

results provide important policy implications for maintaining price stability in a

highly import-dependent economy.
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tafiu -0.2758 wz Jaorwdidiuntgzeds 1% (t=-3.3386)
fevisudiaziuindufonuggueswiaulusonideuay
27.6% Grewan 8 3fudnnmnaudufoluardudauni)
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goug9tun18 wridige Wgoghdutdhotuumnnefin
(dn2vouaniige.

M 29U §U LnER(-0.1968, t=-3.0748) « Q¢
LnIM(0.7335, t=2.3028) Je'1 ECT i Jao10g16un1y
A zengwicdust 893Ut (Somwandsu «ay
nuacda) Jonuindadudesuouniutufiogsarducds
(AONIVUFIUURINQUETY, do.ufiuijy DOL(-0.0639) &)
Jazfivaoiudadumniggefs sucngdatnantacgsudidsy
founiududotassdy (fydaaxilouindnraulutaes
£1010110.

Ynea10udo, Bu ECT Susndr Gucizsjaonsy
grouegd R tnnudufondntawisusng ensnta
W udznn way azfugruiniud gqueziauwieud
{0 tuIndgnauSen.

3.7 dwe8ntaesdy (Short-run Coefficients)

FunauScarctausd uaan VECM dugadota
g0TERnurmIn g0l tnuintin s fiugsBudGuc
1900010898 U328, toueadiurdn ALnCPI(-1) cdia
NU -0.2202(t=-1.96) Jazdiunorusieiun1Ieqiugec
10% :J:Uisuccsﬁjﬁzejénmc‘j’ucﬁcﬁ'| (inflation inertia).
Sunznuderoindann, foudod yuwisuaniaan
ALRER(—1):0.1545(t=0.75),  AlnIM(-1):0.0021(t=0.07)
«ay ADOL(—1):0.1190(t=0.43) Soud) Savduaorudady
n199:88 tausdy Guduiisnswisudngzusniuuaina
WahcinSus, mugnéuﬁwm‘”u‘inmaj‘iéawmm, nay
0OUUAINIFVEIWUIULWO 0L ILINNENIUENIIRENTY
QWWSNNIANT I, c§jg'oyzgnrl‘mmﬁmmésnmwsn
g0y vl unsuiifuawsRnsnraututasynIg cartaus
€10.

ADOL(-1) Dazdu
00108192208 (0.4701; t = 2.18) Feioua TN

Wi uEusnncandsuduaa

BudIdaButndsucdieslaady fyeddsRndutnefisd
Gucttaerdunnau.

3.8 95 uniunsugzouegd So9n (Impulse Response
Functions: IRFs)

ANy IRFs diugidenamndnncandsun tdicio
asIRnGuGuE Al v ui Saorudafunizeid waz &
tognzmen 12 tnun swisu ERPT 6igg (ydudngsuy
grfuzggannzRndofid jwaniuyags, Tnudfigonain
nuacdaSfuvondastiuanludngsuse oo usioe tu
grgegndiufuniuee3n oy Nt

WngAgTLSIL Sanamntnatacgsuifudastiu
MawIpInsisy wridBudeaGulugoriiv, avenidnuin
goniaggfunariigdznndniudiou odnmicandsu
Gunaciagdznngiensad CPI Gudulnuaoudijusndaciy

iWegjarofinrinfintnesenainuisusn was Y03d1dudiu
naudacgatugin, deufiviiu Snuinesitnarigigsulsin
00U TUnEgINSnnIANdsugIend WU (SUR
2).

3.9 nukengounoIURUUouEs N0 UnN@euTUNIY

wee) oy (Forecast Error Variance Decomposition:
FEVD)

GunauScaty FEVD Sadudousuc§uc (LnCPI)
zisinorugiaun1giausnnigovgeiganaintiodsu
annEfinuzmawandnaudsucyze g u Ly egotoan
Ggqui:

(1) YaeeRu: Period 1

WrnwIniadn, nidsucdizeuc fnsstiuie
tnefoducegdigolin 100% zrisuaigenaindntauie
usn tden LnER, LnIM «ay DOL &§9589Gudaatf
33%WWndiud, aziuaini2eIn103303ngsusnousvougIS
(Juduaniagdignauegnegidauint caz naudulinl
cuungeduaoety.

(2) YQweEu-n13: Period 4

(Iot8rgundt 4 (S udzAndnuinesintauwne
yonlne LnER sefiviuniudsucuizegiucd 18.60%,
LnIM sziiule 10.85% waz DOL JSniiuwsguct 1.66%,
tnudinoludadues)dodu LnCPI gOJ9cgie 68.89%
g0 ticdivgueauesy ERPT was Gunsiudiududiy
ﬁwé’lﬂ’lcé’lﬁcﬁ'uénmumwﬁj§u.

(3) tQuwniy: Period 8

Hunzivamndntawiguannzdnoug18ue 190
Qefunorudagiunggefi@ tder LnER Dududiy 38.11%,
LM cuciy 23.76% wazdnuingsg DOL 2.99%, tnes
a0°|.Uﬁ’lﬁu293ésnqmﬁodjmﬁucﬁcsmnﬁjczﬁs 35.14%
GuSud gnogerisusacduc 2egiofinriafioloe Snna
cAndsu wRe Gudunauacd 19800,

(4) tQeze10: Period 12

tasze10linuinzeldntawieusnnigidudon
Doginegindsucusucd tne LnER sefiuie 46.58%,
LnIM szfivie 29.73% waz DOL svfiute 3.60% (236090
Sr8u299 LnCPI
gnlade 20.09% getisuAvINGuinSudisuaantnta
wiwusNNsudijolin, NyaugeIniIsnnicandsuy way
nuyacds, fouastulnatacesuifud sunuazuiues)
nzmanSnmicandsumisnainiunialinazfulinalngng
(1IR3 4).

ier§unorugniauesBu FEVD susi 3 gwin)
cuoty un1udguKUIzegouti sviurenaud sucdie s
LnCPI (99ne99fiueiiaregmuiuningyi 3 (suii 3).
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3.10 munongsUnoILRNNNIUZ9IE5L (Robustness Check)
Tnuuu<129] ARDL

ouu SuaoiuiiufszejBuniuSarzamn VECM
niudngat dacfuniunongsud Lt UdoscuuT 1299
ARDL (& 9coured ufiug yucanngfind Jdaduaoiuiiqcuy
JeSw 1(0)-I(1) Junavcdeonlucnoain AIC azy
ARDL(2,0,0,0) cﬂuccuu%i’msgzﬁwmxéiuzﬁ'gn nelg
restricted constant az O5cuolyiu (Case 2).

Tunaui N9y Bounds Testing & U2’ F-
statistic=13.38 §39Nn97 Upper Bound Tuazdunorugaay
01338 1%(1(1)=5.088) (Sntigwingzguiddriaou
Saiiutasreroarnsdanaciuc, Somcandsy, nauy
(21 w2y avdulnatggsy 899906 995UGY Johansen
test T VECM.

HuNuUzt JUtasze107In JuBunoIuSIHusoU
(Cointegrating Equation:CE) @u3d1 Snnmcandsudsni
Dudaviuainaluaiogifign (1.21), aoucfignauiadal
fuuoniunsofiv, ziouazﬁU‘Enm‘cacaénﬁﬁugmtsjﬁn
Sucducl W taezeo, Guduiiswisuinuingsjtintawie
vondlagdiycuciaio war gsna9gfiuduamn VECM,
IRF «Qz FEVD.

Wtaurdu cuus1a9) ARDL-ECM ©uga Error
Correction Term Ja1ducazJanoiusieiuniieidigs (-
0.31, t=-8.43) swioud1 A:TuluNugnuezwIu teze0
Wazdudauntg 10 31% 2ogaoruaincioutindulusiy
w0, goussnainfodsutantefindudyd Jarduaoiu
Fafun1geefs 8 939ne9Iudutavzd ues) VECM,
yenani ALNCPI(-1) Jeiadas §aciudu war Saow
Saeung=eff (-0.29) swisuInsuznIualEesISnnciy
(220210 (inflation inertia).

YUK, u ARDL Uaougsnae)fiu VECM,
IRF taz FEVD $19tuciudinnag way cuolijugsjgzouin
@Sunziiy, ({90990t SUKLWIZaNEONCRUNILCUUR
293 wrildigdududusInd ttufnmagngofiv, geeng
(g a0rLsi vy car a0 uyacdefieelfuniudta, (98
venda Juidarofinriwinlnedntatasveodiugn oy
gerwawandu car nauteds, YnuisentesduSinuins
noeggncau.

4, Swantiu

Suniwdngadasnaslfuduueriansusinsofiv
rduniudgiuessdnnicandsutuiisastiuainl (ERPT)
ucznnzindnezoantsy Tnegsuazludwnnniadg
ﬁmnzmzﬁ'cﬁjmmuﬁﬂcé”’lmc§1J J9nzacnn, Sutne ©
219 Gunwdztdualtauzeno Gus1 ERPT 2992710Uz01
1.10 (8 92ia 97U Duangdara et al. (2025) fia1e9aue

1.34 wazg 9no1 Akter (2025) o7 Jua'1 0.89 tnud
Yanamandra (2015) Junaud gefauluzarduciud uyy
(over-complete) S13uSUNe =N WFHUIMNWIUCYY
299auuYznnT S linnrurgounedsdutnufgtas
focdodastiuareiweludznn wondigaindues) Ha et
al. (2020) fivuSuerzudelunuvzrnonzgincainlmicay
Yztnnniad gwnnzua (Emerging Market and Developing
Economies: EMDEs) w59aei 0.1-0.4, fiugsinaudnsgasid
sxmeruzunIuurriad Lo udnuinzejastulnn
targsy (8991010300598 96u2933n0wandsudastu
010N e Daoruseumgeetic.
(Jsusumsutiv Silva (2024) «ar Ybrayev et al.
(2024) Bunaudngabdudusinautindadugeniginesy
esyGuianuisueanlucnneindnezowinyised Snay
tHquanauginaznsuznnluaniiugg, ndsliguoin
tacgSutuREnWicsiFgEuannautiada G utu
dautinduearduciesfoduuc SUQﬁuazcnya:wﬂu
2935nnAndsutucriazie.
fueslnantacgduniutnniudiusnnicandsy

geneigfiunuiigzeItugudsy tnenwdnsaisndessu
g1 (asset-side dollarization) RMnSnmagouciuLandicy
GuociguznndGudinaoy Juda nwesisuduiicdiy
(Junacigdzinn WahugIgounnZugsnlamnwigusn S0
Winawd s amnicandsugasiuainiwieudsnns sy
15339, Wn1IAIHUSI Kim & Lee (2024) ez
sl 81 (iability-side dollarization) tiaush uicducfuna
r19dznn2gJwInyEin fusanaugoueizggeaucd u
waawsl Wwniouuriea iy, nzcﬁun’m’ﬂua’m’lﬁusﬁmchﬁj
ccsgﬁlj&jw@'c‘ﬁ’mﬁ, Budicanciagfiudgnogiuinssfiue
SoUNUTATUAICUONDIUEN (Y I9NaINUNSUR9Y Ize
and Levy-Yeyati (1998) ig1inatacgdusincSamiai
Wuiafvindeiuaoludsydcyscd uaotu §wg]ﬁuﬁ3283
Tuguass.
5. U

nudngaiiSaendioutno (dynamics) 299Guct)
210 2090 2007-2024 tnu?S 71299 VAR/VECM (4 9
Stezdnuinggdnmicandsy, nawties gaz axduina
taczsudnauriinarduatnl, GutdSusvengwiciuoa
ta9d195ucdarocdgwatntawisuendugin nuguze
Sy waz AuAuniutcds lnessntassduiinuinsadio
0z ATuaiudfowuAuINQUezWU0 LU TRUE0.

futauze10fuds axfuniudgEesidnnicandsy
tE9z0u101 (ERPT) ¢ TUQsiug) sisuangzuyes)
nteRndnficdguaduéniadaonon, Aufiunauyss
Ilouindediutarduatnl, souastivtnaitacgsuifugos
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@nccsﬁjmmmmc‘j’u, (fgaedusRnastiuaorugdagiunag
geffdGudivzninuInutausdy.

utavrd U cuuF198] VECM aryo1iod 5y
onzRouzmwangoulmedisdd sGud Suciieag Savdu
ao1ug16 U198 8 TneesIF g 2e3dnnacucd ¢
(inflation inertia) (JuAvtngintuniudu Ao, uenand
g1 ECT fi Jasfiunotudidivavsiivgzoyusa azdugiuin
fuidagquuzwiu taereotduwistudiiatntnun, 89
surisudndrinauuainiidsuduase iy, nugadudy
HuTRLdy KRy UINNENIVKL TR IUSNNICANYSL.

31299 IRFs «az FEVD guduoa §snainsnn’
gandsu gaz nvidacducggricioniudsucyizsgu
WWtaunig way teuzet9, soudugeglnartacesusn
tautugovgegnudsucdigelaariy, tuut1299 ARDL
Witugeneogfiu VECM Haludauiinnigcazeuolyiuzey
sxvInfunsiv, gerisuaoiuiiufiize)dfiududauuyan
JaAutnGuiiaoindufisutnedin tawiesusndiudn.

Savonagutoue;

(1) (UMeAzWIU28I8NMCANYFUTUTIVERS JEU
@ouuct): Suniudngigrenildicdivon avduniudiuay
SNMANYJUFALN U@ (ERPT) 2993108 Tusiugoy
g19g9cazd nnicandsuSdauinid ulutavznag-gio.
Saiu, niuEnggunuaswwggjaaiudciufolagadiy
299nwSnwcuc. wnutovis aoud uds§nfiu
nwd3muszwivasfunaciaguzinn, 898 uayjresy
Sunariguzinnguniug een, NIVNQINJO AT &N
O3n1u, eougfiuniufnniuniuid-genzegGufivam
tiagdznneagionizdu cﬁsgnaowtﬁwwauzsgsﬁcﬁw.

2) SutdaessfnduduRuannaudacdadiciuinea
FrdiudGucd: GunaudngageengtWicsiuon nauacdacdy
g99n195 18 u29gesIRNG U Ul Rnwuen. &3y,
nz‘ieuwaomﬁw@nﬁum‘”wﬁ’lcéﬂ tauniuduyladigedin,
nufivmovg iy aar e1tsFeufinsofiududdaiy,
nﬂlJﬂSQ’IEJECij‘fJ’ICS’IEﬁs@ﬂﬂOﬂUﬂjjﬁﬂuaﬂaﬂ (Y Wnmnzua
Sna01ug1.00w9e W TNeFXwETUIUONELN 991, 9191
1z Jntanuuzan cﬁe@ndsnaowueumgmnmuczﬁjw°|
nusicEalutaezeao.

(3) §Ua93TNTAZZUADLCVONIIFUOY KL 019
tduagety: (fjeLudatuniudngadusdt az0ulnItacg
éuﬁﬁnumg‘ouz@nccsnﬁj&iwmnénmcc;}ndju‘iu‘muz
£19, weidnuandgniod oo udinoud g unius
Gunariigdznntneddasio. S9bu, vtouleficoueduaoy
YarRzuatjinuingsjcjunaciagd=snntunius 9IS vyl
0010857 aougiunaudgdunwtial8Gututunarrinme
Quuznn, niucdudagaorucd sotiudGutudauguneas

WAWEIRINT €T NIWLONLUINEG NNV UL Tudzinn
gagiiele) deygnniucdawtnartagEuutaezetodey S
du.

(4) (Iudsgntiuaueginude sl UL DY
vrlovieniuy car vstoueuni: (degaainducies)
0 urRanao utiuwouzeIdnnIcandsutazes ANy
daudufivaanuisuen, N1UENFIILUNYALIUIINIE9
d98udacudisgentaniudzgaarmorutouieunize)
nzuInIuNTg gaz veloulenugsInggo Ny (e
Winwrialn caz nuduadvuzteuvie Snorusndzau iy
N3N0, (BUIUNUCNAEE0I007 (AL I9N69NU
ta9g1gGuciiesgaiogredisy.

6. S80uey
Sz RnluuudauadSneerzan usfodusc 2
Yutigeiod SudnaoruSganaudriaog woudSE8awei
n19Budslneniivuangoutn war Otdcdsutmuntifiu
wingoulnwangovoli, navdiniwawin Wwsunaulnoiy
gz Andnowdud faeSuiingsuriugtingo.
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Variable Mean Median Max Min SD
INF 8.12 4.92 40.84 -1.84 9.67
ER 10,206 8,522 22,121 7,692 3,932
M 1,112 1,193 2,257 252 582
DOL 0.57 0.55 0.73 0.47 0.07
wgjgeyy: BunwSoesyussinuadtimivcnsy EViews 13
(IR0 3 BUNIUiingou Unit Root Test (ADF and PP)
Variable ADF ild Integration order
Intercept Trend Intercept Trend
InCPI 2.5953 0.9534 2.4155 0.5444 Non-stationary
AlnCPI -7.3262%** -7.301%** -61.4587*** -66.7592%** I(1)
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InER 0.3923 -0.6723 2.0665 0.1794 Non-stationary

AInER -7.3769%** -7.3417%** -30.0220%** -29.5166%** I(1)
LnIM -1.7895 -1.6039 -1.6774 -3.3709 Non-stationary
AlnIM -8.5693*** -8.4990*** -39.5881%** -39.2338%** I(1)
DOL -0.0635 -0.3171 -0.3808 -1.0485 Non-stationary
ADOL -6.0181%** -5.9823%** -19.9284%** -19.8091%** I(1)

wgg2yu: Bunudnizzyuzsjgauadabnildensy EViews 13
DU “FFF ¥ e fgReiundtugeun1gRett 1%, 5% g 10% nudadiu.
M0R9A 4 Bunawda FEVD 299 LnCPI

Period CpPI ER M DOL S.E.
1 100.00 0.00 0.00 0.00 0.0382
4 68.89 18.60 10.85 1.66 0.0676
8 35.14 38.11 23.76 2.99 0.1123
12 20.09 46.58 29.73 3.60 0.1595

2

wgi2yu: Bunudizzyuzsjgauadiwnidcnsy EViews 13

Response of LNGF to LNER Innovation Response of LNCPI 1o LNIM Innovation

Response of LNCPI to DOL Innovation
Response of LNER to DOL Innovation

08

10
04 08
06

U2 o4
00 02
3 - , 00

02 02
2 3 4 5 6 1 8 8 0 M 12 =04
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sufi 2 P98ununsuszouegnSen (IRFs) 299 LnCPI gax LnER G¥snaan LnER, LnIM «ax DOL

Variance Decomposition of LNCPI using Cholesky (d.f. adjusted) Factors
100

80
80 -4

40

20

LNCP LNER
—— LNIM —— DOL

sufi 3 N3t FEVD 283 LnCPI
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