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Abstract

In this paper, we investigate the relationship between exchange rate and economic
growth of Laos by using secondary data for the period of 1998-2019. Multi-regression based
on VAR model technique has been used for analysis the relation between independent
variables and dependent variable. The economic growth is considered as dependent variable,
the exchange rate of Lao Kip per Thai Baht, exchange rate of Lao Kip per US dollar, Inflation
rate, and Interest rate have been considered as independent variables. The results of this study
are presented that exchange rate has negative relate to economic growth, especially is the
exchange rate of Lao Kip per US dollar. If the exchange rate of Lao Kip per US dollar
increases by 1% it will decrease economic growth by 0.64%. In the short-term exchange rate
of Lao Kip per Thai Baht has been correlated positive. One percent increase in exchange rate
of Lao Kip per Thai Baht will be increase the economic growth by 0.69%. Whereas, in the
long-term they will be negative effects together. Just as the inflation rate has negative
impacted to economic growth, if inflation increase 1% it will be decrease economic growth by
0.01% and interest rates has positive related with the economic growth.

We also found that the independent variables dose not Granger cause dependent
variable, but dependent variable dose Granger cause to independent variables. The economic
growth has high effect to exchange rate of Lao Kip per Thai Baht and per US dollar as
45.83% and 58%, respectively. In addition, the exchange rate of Lao Kip per Thai Baht is
significantly to Lao inflation and interest rates higher than exchange rate of Lao Kip per US
dollar. Finally, this paper has been some suggestion of exchange rate control policy as a guide
for the government.
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(anLRSoULIe
MERIgeouniie 10 Bunudingou Granger Causality 29900Usu LnGDP, LnEx_THB,
LnEx_USD, LnINF ¢z LnIR zﬁazﬁuamu;ﬁéﬂ 1094

Null Hypothesis Lags:1 |Lags:2 |Lags:3 Lags: 4
:ZHCE;EBTHB does not Granger Cause Jutan | defitan | Usdiean JeBan
_II__H(SDP does not Granger Cause LNEX_ UoLSy SoLSy UoLEy UoLEL
tmcE;)éTDUSD does not Granger Cause UoLSy SoLSy UoLEy JeBiesin
::mg)[()ijjggs not Granger Cause JitRn | UsfitRn | gswSu gsUSU
LNINF does not Granger Cause LNGDP vsUSu | wsuSu | ¥9USU JEISY
LNGDP does not Granger Cause LNINF JitRn | UsfitRn | gswSu gsUSU
LNIR does not Granger Cause LNGDP LSy | wsuSu | ysaLSU JeBiean
LNGDP does not Granger Cause LNIR deftan | Usftn | wsuSu gsUSU
LLI\I?IEE;(_—_LI_JE'EB) does not Granger Cause goUSu | Usfiten | gswSu JEISY
mgij-)r:[? does not Granger Cause JitRn | UsfitRn | gswSu gsUSU
I{'HIIBNF does not Granger Cause LNEX_ JoLEy S LE SoLEL JoLEL
II:“IIEI\)I(F_ THB does not Granger Cause Yefiten | wsuSu | wswSu JENSE
LNIR does not Granger Cause LNEX_THB |e9USu | esuSu | &9uSy JENS)
LNEX_ THB does not Granger Cause LNIR | &9U8U | €9USU | &9USU JENS)
LNINF does not Granger Cause LNEX_USD | Usfiten | wsuSu | ssuSu eoUSU
LNEX_USD does not Granger Cause LNINF | #sUSu | esuSu | &9u8U JENSS)
LNIR does not Granger Cause LNEX_USD | e&9USu | w9uSu | &9u8y JENS)
LNEX_USD does not Granger Cause LNIR | #suSu | &suSu | ¥suSy JENSE
LNIR does not Granger Cause LNINF vouUSu | esuSu | ysuSU e9.USU
LNINF does not Granger Cause LNIR Jufitan | wsuSu | wsuSu e9USU
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MER19ZeVNIE 2: BUNWENTILUU1397 VAR 293uriazfiodsy dostyduny Eview7.0

Vector Autoregression Estimates
Date: 06/18/20 Time: 17:09
Sample (adjusted): 2000 2019
Included observations: 20 after adjustments
Standard errors in () & t-statistics in [ ]

D(LNEX_T D(LNEX_U

LNGDP HB) SD) LNINF LNIR

LNGDP(-1) 0.959487 -0.040225 0.007010 -0.904368  0.164757

(0.02988)  (0.02313) (0.01872)  (0.39519) (0.10184)

[32.1091] [-1.73922] [0.37440] [-2.28844] [1.61781]

D(LNEX_THB(-1)) 0.699962 -0.212987 -0.585397  5.353677 -0.435578

(0.36385) (0.28162)  (0.22797)  (4.81193)  (1.24002)

[ 1.92375] [-0.75630] [-2.56787] [1.11258] [-0.35127]

D(LNEX_USD(-1)) -0.640870  0.222595  0.665082 -1.284442  0.607776

(0.31815)  (0.24624)  (0.19933) (4.20748)  (1.08426)

[-2.01438] [0.90397] [3.33652] [-0.30528] [0.56055]

LNINF(-1) -0.010574 -0.016110 0.010507 -0.164732 -0.053101

(0.01799) (0.01392) (0.01127) (0.23792)  (0.06131)

[-0.58777] [-1.15694] [0.93218] [-0.69238] [-0.86608]

LNIR(-1) 0.038978 0.053028 -0.001716  0.631134  0.256019

(0.07245)  (0.05607)  (0.04539)  (0.95811)  (0.24690)

[0.53802] [0.94568] [-0.03780] [0.65873] [1.03692]

1.020801 0.911811 -0.165304  21.40335 -3.079342

(0.65579)  (0.50757)  (0.41088) (8.67273) (2.23494)

[ 1.55661] [1.79642] [-0.40232] [2.46789] [-1.37782]

R-squared 0.995051 0.245611  0.522222 0.510803  0.607423

Adj. R-squared 0.993284 -0.023813  0.351587 0.336090  0.467218

Sum sq. resids 0.071573 0.042876  0.028097 12.51804  0.831298

S.E. equation 0.071501 0.055341  0.044798 0.945593  0.243677

F-statistic 562.9928 0.911614  3.060466 2.923664  4.332368

Log likelihood 27.94895 33.07291 37.29963 -23.69316  3.426226

Akaike AIC -2.194895 -2.707291 -3.129963  2.969316  0.257377

Schwarz SC -1.896176 -2.408572 -2.831243  3.268035  0.556097

Mean dependent 22.52226 0.017808  0.006788 1.454386  0.691545

S.D. dependent 0.872463 0.054693  0.055634 1.160511  0.333841

Determinant resid covariance (dof

adj.) 4.12E-11
Determinant resid covariance 6.92E-12
Log likelihood 115.0725
Akaike information criterion -8.507253
Schwarz criterion -7.013654
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MINERIIg8UNIE 3: BuNWENta Variance Decomposition 283wriavfiodsu doatyenu
Eview7.0

Variance Decomposition of LNGDP:
Perio D(LNEX_BD(LNEX_U
d S.E. LNGDP TH) SD) LNINF LNIR

0.071501 100.0000 0.000000 0.000000 0.000000 0.000000
0.095724 95.58827 0.855594 2.304417 0.429691 0.822026
0.114295 87.87486 0.654509 6.027595 2.502522 2.940511
0.130898 82.69766 0.791565 8.364992 3.928890 4.216896
0.144972 79.78114 0.844264 9.805422 4.718501 4.850670
0.157003 77.76739 0.870444 10.83243 5.264428 5.265300
0.167478 76.26629 0.898304 11.59121 5.673704 5.570493
0.176688 75.14121 0.922605 12.15884 5.980727 5.796609
0.184841 74.27864 0.941432 1259546 6.216031 5.968435
10 0.192106 73.59765 0.956342 12.94061 6.401824 6.103575
11  0.198615 73.04808 0.968514 13.21914 6.551790 6.212471
12 0.204474 7259705 0.978567 13.44775 6.674876 6.301765
13 0.209768 72.22141 0.986953 13.63816 6.777387 6.376093
14 0.214567 71.90458 0.994032 13.79877 6.863851 6.438769
15 0.218928 71.63446 1.000070 13.93570 6.937566 6.492197
16 0.222901 71.40206 1.005268 14.05352 7.000989 6.538164
17 0.226527 71.20051 1.009775 14.15569 7.055993 6.578026
18 0.229842 71.02451 1.013712 14.24492 7.104023 6.612835
19 0.232878 70.86990 1.017170 14.32330 7.146218 6.643414
20 0.235662 70.73335 1.020224 14.39252 7.183482 6.670420

O©CoOoO~NO O WDN P

Variance Decomposition of D(LNEX_BTH):
Perio D(LNEX_BD(LNEX_U
d S.E. LNGDP TH) SD) LNINF LNIR

0.055341 52.64265 47.35735 0.000000 0.000000 0.000000
0.061280 45.84344 47.97095 0.032763 2.440320 3.712529
0.061791 45.48082 47.27051 0.730929 2.740738 3.777006
0.062080 45.06656 47.17280 0.911996 2.950763 3.897887
0.062102 45.06615 47.16009 0.922415 2.954556 3.896788
0.062106 45.06928 47.15386 0.926075 2.954557 3.896230
0.062109 45.06804 47.14947 0.929599 2.956040 3.896849
0.062112 45.06795 47.14606 0.931562 2.957018 3.897410
0.062114 45.06893 47.14323 0.932734 2.957456 3.897651
10 0.062115 45.06992 47.14077 0.933680 2.957784 3.897844
11  0.062117 45.07081 47.13855 0.934516 2.958086 3.898038
12 0.062118 45.07167 47.13650 0.935263 2.958354 3.898216
13 0.062120 45.07247 47.13461 0.935941 2.958595 3.898376
14 0.062121 45.07323 47.13287 0.936565 2.958816 3.898524
15 0.062122 45.07393 47.13124 0.937143 2.959020 3.898662
16  0.062123 45.07458 47.12974 0.937678 2.959209 3.898789
17 0.062124 45.07519 47.12835 0.938174 2.959385 3.898907
18 0.062125 45.07575 47.12705 0.938634 2.959547  3.899017
19 0.062126 45.07627 47.12585 0.939061 2.959699 3.899119
20 0.062126 45.07676 47.12473 0.939458 2.959839  3.899213

O©CoOoO~NOoO Ol WwWN P
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Variance Decomposition of D(LNEX_USD):
Perio D(LNEX_BD(LNEX_U
d S.E. LNGDP TH) SD) LNINF LNIR

0.044798 75.72968 8.826209 15.44411 0.000000 0.000000
0.048375 65.02122 9.893825 23.37586 1.702857 0.006237
0.051114 58.91610 10.55537 24.78823 4.479592 1.260716
0.051500 58.03662 11.00137 24.86005 4.752741 1.349219
0.051513 58.00590 11.00373 24.88274 4.758422 1.349203
0.051519 58.00800 11.00126 24.88278 4.758720 1.349231
0.051524 58.01506 10.99980 24.87807 4.757940 1.349120
0.051529 58.01977 10.99800 24.87486 4.757566 1.349807
0.051533 58.02254 10.99602 24.87253 4.757901 1.351007
0.051538 58.02469 10.99409 24.87058 4.758433 1.352208
0.051543 58.02642 10.99224 24.86895 4.759038 1.353359
0.051548 58.02783 10.99050 24.86752 4.759676 1.354468
0.051552 58.02905 10.98889 24.86624 4.760303 1.355515
0.051556 58.03015 10.98739 24.86507 4.760897 1.356493
0.051559 58.03116 10.98600 24.86398 4.761455 1.357403
0.051563 58.03209 10.98470 24.86298 4.761975 1.358249
0.051566 58.03296 10.98350 24.86205 4.762459 1.359035
0.051569 58.03375 10.98238 24.86119 4.762909 1.359765
0.051571 58.03449 10.98135 24.86039 4.763327 1.360443
0.051574 58.03518 10.98039 24.85965 4.763715 1.361072

NPRPRRRPRRRRERRRE
COOMNOUBRWNROOI®NAREWNF

Variance Decomposition of LNINF:
Perio D(LNEX_BD(LNEX_U
d S.E. LNGDP TH) SD) LNINF LNIR

0.945593 10.13176 35.51645 13.93975 40.41204 0.000000
1.013190 18.19343 31.09357 12.65977 36.12943 1.923796
1.029996 18.14464 32.02738 12.25125 35.27054 2.306188
1.031948 18.07694 31.90635 12.38211 35.25504 2.379549
1.033727 18.10207 31.86158 12.41040 35.19940 2.426551
1.034722 18.20400 31.80470 12.41440 35.14462 2.432284
1.035507 18.27971 31.75699 12.42223 35.10290 2.438172
1.036240 18.34240 31.71369 12.43090 35.06664 2.446360
1.036925 18.40254 31.67360 12.43779 35.03232 2.453751
1.037556 18.45920 31.63655 12.44369 35.00037 2.460191
1.038138 18.51148 31.60233 12.44916 34.97089 2.466145
1.038679 18.55981 31.57065 12.45422 34.94363 2.471695
1.039180 18.60461 31.54132 12.45888 34.91836 2.476833
1.039645 18.64615 31.51413 12.46319 34.89494 2.481588
1.040076 18.68465 31.48894 12.46718 34.87324 2.485995
1.040477 18.72034 31.46559 12.47087 34.85312 2.490079
1.040848 18.75342 31.44394 12.47430 34.83447 2.493866
1.041193 18.78410 31.42387 12.47748 34.81718 2.497377
1.041514 18.81254 31.40526 12.48043 34.80114 2.500633
1.041811 18.83892 31.38800 12.48316 34.78627 2.503651
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Variance Decomposition of LNIR:
Perio S.E. LNGDP D(LNEX _BD(LNEX U LNINF LNIR
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TH) SD)

0.243677 4.058394 12.17710 0.260415 0.007376 83.49672
0.260361 4.333602 16.01148 0.263001 1.459474 77.93244
0.262185 5.248871 16.01360 0.406996 1.463997 76.86654
0.263178 5.793335 16.00603 0.414170 1.490215 76.29625
0.263633 6.040543 15.95640 0.447332 1.499206 76.05652
0.264195 6.294489 15.89472 0.506623 1.529687 75.77448
0.264756 6.560964 15.83204 0.566388 1.555302 75.48530
0.265284 6.804590 15.77248 0.627643 1.580576 75.21471
0.265781 7.025535 15.71731 0.688253 1.606422 74.96248
0.266247 7.229531 15.66626 0.745547 1.631084 74.72757
0.266681 7.418140 15.61903 0.798859 1.653981 74.50999
0.267084 7.592152 1557539 0.848312 1.675212 74.30893
0.267458 7.752730 15.53509 0.894098 1.694883 74.12320
0.267804 7.901022 15.49786 0.936434 1.713076 73.95161
0.268126 8.038024 15.46347 0.975567 1.729893 73.79305
0.268424 8.164637 15.43168 1.011742 1.745439 73.64650
0.268700 8.281686 15.40229 1.045190 1.759813 73.51102
0.268957 8.389930 15.37511 1.076124 1.773107 73.38573
0.269195 8.490059 15.34997 1.104739 1.785405 73.26983
0.269416 8.582706 15.32671 1.131217 1.796784 73.16258
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Cholesky Ordering: LNGDP D(LNEX_BTH) D(LNEX_USD) LNINF LNIR
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