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Abstract

The study of economic factors affecting on exchange rate in the Lao
PDR is crucial for the economic system, particularly in areas such as
international trade, import and export, and investment. This research aims to
analyze key economic factors including money supply, inflation rate,
interbank rate, foreign reserves, and current account that affecting on
exchange rate in the Lao PDR especially exchange rate of Lao Kip against the
US Dollar and Thai Baht. The study covers data from the 1st quarter of 2010
to the 4th quarter of 2023, encompassing 56 quarterly observations. The
analysis is conducted using quantitative analysis through the Autoregressive
Distributed Lag (ARDL) Model.

The study found that the money supply, inflation rate and foreign
reserves have positive relationship on the exchange rate of Lao Kip against
both the US Dollar and the Thai Baht at significant level of 0.1, 0.05, 0.01
respectively. while the interbank rate has negative relationship on the
exchange rate of Lao Kip against the Thai Baht at significant level of 0.01.
However, the current account does not have a significant impact on the
exchange rate of Lao Kip against either the US Dollar or the Thai Baht.
Keywords: Exchange rate of LAK against the USD, Exchange rate of LAK

against the THB, Economic factors
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mnea 3.1: Gunudingsunoluiiizel2yy Goudi ADF

ADF Results
Unit Root Test Intercept Trend and Stationarity Integration
Intercept
LOG(LAK/USD) 3.4402 2.7319 Non-stationarity
DLOG(LAK/USD) -2.9636** -3.9089** Stationarity 1(1)
LOG(LAK/THB) 5.2284 2.2142 Non-stationarity
DLOG(LAK/THB) -4.2391%** -5.8212%** Stationarity I(1)
LOG(M>) -1.2481 -2.1481 Non-stationarity
DLOG(M>) -4.8135*** -4.8677*** Stationarity I(1)
INF -0.2859 -0.7423 Non-stationarity
DINF -3.9119*** -4.8031*** Stationarity I(1)
IBR -0.1073 -0.3670 Non-stationarity
DIBR -7.1502%** -7.4851%** Stationarity I(1)
LOG(RES) -1.0643 -3.0201 Non-stationarity
DLOG(RES) -7.7026*** -7.6308*** Stationarity I(1)
CA -7.3958*** -7.3381*** Stationarity 1(0)
Mgty 3.2: mudingsu Cointegration azmafodjudioudi Bound Test
F-Bounds Test Null Hypothesis: No Levels relationship
Test Statistic value Significance Level 1(0) Bound I(1) Bound
Asymptotic: n=1000
F-Statistic 12.7161 10% 2.08 3
K 5 5% 2.39 3.38
2.5% 2.7 3.73
1% 3.06 4.15

Mmea1) 3.3: GunwdziiuniiuzEnnoruilivn1IQuusLIuiause1d

Dependent Variable: LOG(LAK/USD)

Variable Coefficient Std. Error T-Statistic Prob.
LOG(M2) 0.2575*** 0.0929 2.7696 0.0100
INF 1.3969*** 0.3124 44714 0.0001
IBR 3.5708 2.4595 1.4518 0.1581
LOG(RES) 0.1263* 0.0625 2.0201 0.0534
CA -0.0046 0.0102 -0.4561 0.6519

C 49971 1.0826 4.6154 0.0001

Mm0EA1y 3.4: niwdzcdu Error Correction &1dudzcdu ARDL Model

Variable Coefficient Std.Error t-Statistic Prob.
DLOG(LAK/USD(-1)) 0.5325*** 0.0865 6.1500 0.0000
DLOG(M2) 0.5841%** 0.0652 8.9476 0.0000
DLOG(M2(-1)) -0.0092 0.0820 -0.1130 0.9108
DLOG(M2(-2)) 0.4865%** 0.0847 5.7427 0.0000
D(INF) 0.2207** 0.0889 2.4831 0.0195
D(INF(-1)) -0.4618*** 0.1130 -4.0866 0.0004
D(IBR) 1.2819** 0.4685 2.7361 0.0109
D(IBR(-1)) -0.7678 0.5346 -1.4361 0.1624
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D(IBR(-2)) -4.2445%** 0.4910 -8.6429 0.0000
DLOG(RES) -0.0290** 0.0118 -2.4416 0.0215
DLOG(RES(-1)) -0.0351** 0.0144 -2.4274 0.0221
DLOG(RES(-2)) -0.0570%*** 0.0137 -4.1503 0.0003
DLOG(RES(-3)) -0.0232* 0.0115 -2.0142 0.0540
D(CA) -0.0003 0.0006 -0.5376 0.5952
D(CA(-1)) 0.0016** 0.0006 2.7180 0.0113
D(CA(-2)) 4.8805 0.0005 0.0875 0.9309
D(CA(-3)) 0.0018*** 0.0006 2.9895 0.0059
CointEq(-1)* -0.2328*** 0.0223 -10.4304 0.0000
Mgty 3.5 mudingsu Cointegration azmayfodjudioudii Bound Test
F-Bounds Test Null Hypothesis: No Levels relationship
Test Statistic value Significance Level 1(0) Bound 1(1) Bound
Asymptotic: n=1000
F-Statistic 6.3884 10% 2.08 3
K 5 5% 2.39 3.38
2.5% 2.7 3.73
1% 3.06 4.15

MRy 3.6: GunuziiuniRiuzEnnoruilivniIQuuswIuiause1d

Dependent Variable: LOG(LAK/THB)

Variable Coefficient Std. Error T-Statistic Prob.
LOG(M2) 0.0982** 0.0428 2.2944 0.0301
INF 3.4218*** 0.4569 7.4888 0.0000
IBR -11.5197*** 1.6671 -6.9099 0.0000
LOG(RES) 0.1659*** 0.0535 3.0993 0.0046
CA 0.0080 0.0076 1.0500 0.3034
C 3.5800 0.3233 11.0721 0.0000
maea1y 3.7: miudzcdu Error Correction $13udzcdu ARDL Model
Variable Coefficient Std.Error t-Statistic Prob.
DLOG(LAK/THB(-1)) 0.3224%* 0.1275 2.5287 0.0179
DLOG(LAK/THB(-2)) 0.0915 0.1485 0.6160 0.5432
DLOG(LAK/THB(-3)) 0.2815* 0.1372 2.0508 0.0505
DLOG(M2) 0.4395%** 0.1227 3.5800 0.0014
DLOG(M2(-1)) 0.0693 0.1545 0.4486 0.6574
DLOG(M2(-2)) 0.5377*** 0.1341 4.0086 0.0005
D(INF) 0.8675%** 0.1547 5.6076 0.0000
D(INF(-1)) -1.1297%%* 0.2356 -4.7932 0.0001
D(INF(-2)) -0.8831*** 0.1511 -5.8420 0.0000
D(INF(-3)) -0.5430%** 0.1550 -3.5031 0.0017
D(IBR) -3.2209%** 1.0833 -2.9730 0.0063
DLOG(RES) 0.0286 0.0221 1.2919 0.2077
DLOG(RES(-1)) -0.0651** 0.0256 -2.5433 0.0173
DLOG(RES(-2)) -0.0525* 0.0268 -1.9560 0.0613
DLOG(RES(-3)) -0.0732%** 0.0248 -2.9467 0.0067
D(CA) 0.0004 0.0010 0.4699 0.6423
D(CA(-1)) -0.0035%** 0.0010 -3.3160 0.0027
D(CA(-2)) -0.0033*** 0.0007 -4.3120 0.0002
CointEq(-1)* -0.4873%** 0.0656 -7.4188 0.0000
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Akaike Information Criteria (top 20 models)
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