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Abstract

This research aimed to investigate the economic factors that influ-
ence the exchange rate of LAK against the CNY. The researchers used
the quarterly data from the database of the Bank of Lao. PDR and Bank
of Chaina in the period of 2015-2020 (24 quarters) by testing the eco-
nomic factors influencing the exchange rate of LAK against CNY in the
long-term period by applying the Engle and Grenger method and the
short-term period through the Error Correction Model.

The results found that the fluctuation in exchange rate of LAK
against CNY in long-term was positively influenced by the economic fac-
tors, which consisted of 4 factors as: 1) the change of money supply dif-
ferential, which LAK appreciated against CNY, 2) the change of inter-
bank rate differential, which LAK depreciated against CNY 3) the change
of export differential, which LAK appreciated against CNY and 4) the
change of comparative consumer price index differential, which LAK
depreciated against CNY.

The results of the fluctuation in exchange rate of LAK against
CNY in short-term was positively influenced by the economic factors,
which consisted of 3 factors as: 1) the change of money supply differen-
tial, which LAK appreciated against CNY; 2) the change of inter-bank
rate differential, which LAK depreciated against CNY and 3) the change
of export differential, which LAK appreciated against CNY.

Keywords: Exchange rate of LAK against CNY, Economic factors,

Engle and Grenger, Error Correction Model
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M2y 1 Buniwdinogsu Unit root Gou3% ADF gaziiu Level

o ADF MacKinnon Critical Value o o
n2ad3ju . P-Value LUNIVNOKFIU
t-statistic 1% 5% 10%
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
MmI0zR1) 2 Buniuiinogsy Unit root Goudi ADF gaziiu First Difference
Stationary test (Unit Root at First Difference)
o ADF Mackinon Critical Value o -
UM tatistic [ 1% 5% 0% | Fvalue sumpRaEsy
LNEX |(3.276619) |(3.769597)| (3.004861) |(2.642242)| LNEX (3.276619)
Export | (5.066593) ((3.769597)| (3.004861) |(2.642242) Export (5.066593)
IBR (5.884922) ((3.769597)| (3.004861) |(2.642242) (5.884922)
INF (3.957451) [(3.769597)| (3.004861) |(2.642242) (3.957451)
M1 (6.602601) |(3.769597)| (3.004861) |(2.642242) (6.602601)
LNCPI | (3.497008) |(3.788030)| (3.012363) |(2.646119)| LNCPI (3.497008)
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Dependent Variable: LnEX
Method: Least Squares
Date: 06/03/22 Time: 19:55
Sample: 2015Q1 2020Q4
Included observations: 24

Variable Coefficient Std. Error t-Statistic Prob.

M1 -2.37E-09 6.66E-10 -3.555034 0.0021
IBR 1.759126 0.629404 2.794909 0.0116
EXPORT -1.26E-08 6.65E-09 -1.891158 0.0740
LnCPI 3.24E-07 7.95E-08 4.072353 0.0006
C 2.743838 0.074183 36.98733 0.0000
R-squared 0.867903 Mean dependent var 3.093353
Adjusted R-squared 0.840093 S.D. dependent var 0.021302
S.E. of regression 0.008518 Akaike info criterion -6.510109
Sum squared resid 0.001379 Schwarz criterion -6.264681
Log likelihood 83.12130 Hannan-Quinn criter. -6.444996
F-statistic 31.20842 Durbin-Watson stat 1.811929
Prob(F-statistic) 0.000000
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