
How Thailand’s exchange rate affects 
trade balance (1990-now)

Group 6



What happened in Thailand? 

� Fixed Exchange rate policy
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What happened in Thailand? 

� Declining GDP Growth
◦ Saturated real estate market
◦ Falling net export

Data taken from Atlas.cid.harvard.edu

What did Thailand export in 1996?



What happened in Thailand? 

� Declining GDP Growth
◦ Saturated real estate market
◦ Falling net export

-15,000

0

15,000

30,000

1993 1994 1995 1996 1997 1998 1999 2000

Net Export

$U
SD

 t
ho

us
an

ds

1997

Data taken from IMF.org



What happened in Thailand? 

� Non-performing foreign loan crisis
� Depletion of foreign reserves

� Floating exchange rate in 1997
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Why floating exchange rate?

� The depletion of official Reserve

� The Balance of Payment 

BOP = CAé + (FA+KA)ê – ΔRê = 0

NX = NX(Y,Y*, E)



Net Export increased dramatically 
as Exchange rate shot off
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Research question
What is the impact of real exchange rate on trade of 
balance in Thailand from 1990-2018?



Our Model

� Data from Thailand
◦ Time period: 1990-2018
◦ Dependent variable: 

� Net export (source: IMF)

◦ Independent variable:
� exchange rate, national currency per US Dollar, period 

average (source: IMF)

� Time series analysis: 
◦ Vector autoregression (VAR)
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Correlation Lag Plot
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Vector Auto Regression Result



Vector Auto Regression Result



Policy Evaluation

� Original Sin
� Shortcoming of fixed exchange rate regime
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Thank you!


