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ABSTRACT

This study attempts to show the relationship between the index openness of Thailand
with China, and the major exchange rate. There are six factors that were analysis: the index
openness of Thailand with China; the real exchange rate of the Baht compared to the Yuan; the
real exchange rate of the Baht compared to the Dollar; the real exchange rate of the Baht
compared to the Euro; the real exchange rate of the Baht compared to the Pound; and the real
exchange rate of the Baht compared to the Yen. Quarterly and time series data (backward thirteen
years from quarter 3, 1994 to quarter 3, 2010) were used for analysis, using the Eviews7 program.
The unit root test (ADF test) was used for testing stationary data and the lag length criteria, to
find the suitable lag period. The vector auto-regression (VARs) was tested on the long-run
equilibrium relationship of these six factors. The next step was the testing stability of factors
using the root of characteristic polynomial tests for impulse response functions.

The results showed that all logarithm data were stationary at the first order of integration
L:I(1) and the suitable lag length was the 3rd, meaning differentiation of the factor in the past 3
quarters would effect the other factors, and itself, in the next 3 quarters. Cointegretion test showed

that these data were full rank. From the VARs analysis, index openness of Thailand with China



had a negative effect on the growth of the index openness of Thailand with China in the past 1
and 2 quarters, as well as having a negative effect on the growth of the real exchange rate of the
Baht to the Yuan, and the Baht to the Euro in the past 1 quarters. The results of the impulse
response function indicated that, in long run, the responsible of factors would moving to wards on

equilibrium, therefor there was a different direction and time length in the short term.



