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Abstract

This research is to study the determinant factors that influence
the inflation rate and foreign exchange reserves of Lao PDR; the
purpose of the research is 1). Study the factors that affect the
inflation rate of the Lao PDR. 2). To study the effect of inflation
rate, money supply and economic growth on the foreign exchange
reserves of the Lao PDR. The data used is the time series data from
1994-2020 collected from the Bank of Lao PDR to analyze the
relationship or effect and implied with OLS robust model.

The results indicated that the Kip / Baht exchange rate has the
greatest effect on inflation rate with a positive significant. Followed
by the unemployment rate, which is negative significant. For the
money supply in broad terms has the least effect on inflation and has
a positive relationship. Otherwise, it also found that the Kip/USD
exchange rate was affected to inflation, but against theoretical,
which may cause from the small sample size and the correlation
between the Kip/USD and Kip/Baht exchange rates. However, the
independent variables used in the model can only explain the
inflation rate at 72%. As for the simulation model of the effect of
inflation rate, money supply and economic growth on the foreign
exchange reserves, it was found that all the variables are statistically
significant. The money supply and the economic growth have the
positive relationship significance with foreign exchange reserves at
a statistical significance level of 0.01, while the inflation rate has a
negative relationship with a statistical significance level of 0.05 and
the independent variables used in the model can explain the variable
up to 83.16%.

Keywords: Inflation, Foreign Exchange Reserves, OLS robust
model
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00121 NIVFNRSUAOLT] 293§.qu Aoe3H Augmented Dickey-Fuller (ADF) test

H,: Variable has Unit root,H, : Variable is Stationary

Before diff
Test Critical Value MacKinnon (Sig.
Statistic 1% 5% 10% Level)
Inf -2.774 -3.743 -2.997 -2.629 0.0621
Unemp -2.807 -3.743 -2.997 -2.629 0.0573
M2 1.578 -3.743 -2.997 -2.629 0.9978
Growth -2.322 -3.743 -2.997 -2.629 0.1651
Baht -3.255 -3.743 -2.997 -2.629 0.0170
USD -2.175 -3.743 -2.997 -2.629 0.2153
FER -1.580 -3.743 -2.997 -2.629 0.4935
After 15t diff
D.Inf -4.951 -3.750 -3.000 -2.630 0.0000
D.Unemp -3.697 -3.750 -3.000 -2.630 0.0042
D.M2 -3.802 -3.750 -3.000 -2.630 0.0029
D.Growth -7.298 -3.750 -3.000 -2.630 0.0000
D.USD -1.851 -2.500 -1.714 -1.319 0.0385
D.FER -5.837 -3.750 -3.000 -2.630 0.0000.
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