View metadata, citation and similar papers at core.ac.uk brought to you by fCORE

provided by Xiamen University Institutional Repository

FRRTE: 10384 sy B
¥ B 25520090153463 uDC

I 1
" £ ¥ L’ X
3% [E 0 5 R G 1E ST R 3F 5 38 53 B Bk # 57
3% B9 =2 M B 5T
—H&TFICREEN A
Research of Thailand and Malaysia Exchange Rate

Fluctuations’ Effects on Inflation and Trade Balance
——Based on Exchange Rate Pass-through

L

g A 2z
FFHRPRL: & F &
+ ¥ % fFK: # R 2
wXEXEH: 2013 #F A
WXAFFEE: 2013 F A
FaEFEH: 2013 # A

EMEREER
P 5] A


https://core.ac.uk/display/41394525?utm_source=pdf&utm_medium=banner&utm_campaign=pdf-decoration-v1

BXEFEFAIL IR EE A

AN EAZ WAL A NAE FINHR TR, M58 IR T
Ko RNAEWRLGIEF S HAAN NGk O @R RIWE TR, 1)
AE SO DATE 2 5 AU W], IR SRV (TR A2
AREFRE GRATO).

FIIN ZREARER SCH ( ) PR (4D
BT RER, 3RS ( ) W () AP ES E
welh, 78 ( ) SR E S GEELL EFE S AIHE R

A R A DT N B A PR AT BRI W AR, Al AANERF

ol )



BIRFFAIRCEAERE A A

ANFRETTREAARSE Crp e N RN [ 22 07 2% 8 47 58 it 7
V) SERE Or BRI I RS2 218 3C, JF 1) T2 AT T B F R e HLA R AT
AL CRLFRAUBT RN /O, VP FALIR SCHEAE ] K
(EYSE (L S VINE IV NIV R PNE 2 L VA ) IVNE N Y
Tt A e SO P Kl P A TR R RS AR SO B LR
FHEEC G RS SR ED S A Bl it ey s BRI 2 A 18 3

PSS VAT S

( ) L ITREA DR 2 B o B8 I IR A A1 3,
=i TR A, REEEH B

( ) 2. AR, GEH] BB

CEAELL ANV 5 T “ v 7 B BRI AR PR A 18 S
Mg BB R RE L i e W A AR 30, R TR AR
SE WALV S R IT AR S LR IR ANIHE 1, BOA
AL, BIaE A IR IRAL )

A
pil
e

o
>
=
4 E



B

THRZA G, AT R N 2 B b2 IR RRE T 1 N A4 1T . 9
VARE BRI O0 T K 7870 Bk, S0 ER AT 2 48 DR 47 [ BRUSCSE I R AR P-4 o ey,
S T H BT 4EREE B SE 5 ST AR X S A AN A Y Ak B TR I . ]
AR N7 B — [ A G W AN L AR &, JEEAE NI [ A TF N 4b
B IATAT, =8 R R DISRIE S BRI FE 1 R s R p, AR 2 L 28 1 I e I
TR B o, Y ERAR S0 I8 BRI AN B 2 WS IR e R I ) S 2

G b, KTV S0 BRI AN 5 5 WS R SR L A% 3 BE 10 R [ R
WSS T AR B AL o AR IR e B b — A e A SE AN L,
JCH5E Ak, JEARIAR S AT D SE A3 Bk Vs L, — T Thd i p i e 1
BN [ A BRI 5 — 77 T B SRR S L 1 T s AR O 5 1 7 o ) 5
735 PATHEREE 11 T ot PR AL SR A S M T 52 00 57 S WSS o R, LB S it
BRI, R BEE R R TR SRR L T BOR- BB SR, A B AT e
H A WL (BRI TR, IERA G — M s R, 2 S EUR-3)
&M, AMRAEEEEMRHKE . Wik, LTSS
SR TR, W51 TR AEAN 58 A A 33 5 ) DR 3R 5 A S S8R I R B AT
F.. 19954, ObstfeldlIRogoffH @1 f1# FF I £ it 2 MA T %, NILHRA e ki
WFFUEESE TSRl o 24 A0, XV AR AN 58 4 A% 28 ) R e [R 30 R0 A 3 SR T 90 K
% f& 3L T Obstfeld fIRogoff 37 i Redux i 4 (45 1E A ZEAH

SEIE b, WHERA S AR RIT KRB AR N, —3 s G TR
RS ACE CEFEEE DM# . A M R I b, Kk
IEZEAN AR K B IB RUN 5 5y — 40 i =5 B AR Bt 7 5 SR BT ™
AR BRI AL IA RN, B b o BRUR -8 I8 S A R A i or, A 3 A2
RAFAE

ARSCHET AR A X 2 [ R D Sk 17 ST 99 R 26 AR Sy k38 57 I K R 87 2 WL S
1 F R HEAT SE S BT o DAIITS AT ERIR HEAT 2000 I IGIIE, (R > Hh 7 0
LVFBURHERME SR . CEEENEWT:

PAEZ g B0 LA O A [ RS s B0 e 3, DAZR R ok



8 NIV 1 5 8] FR) A R e N e Ses AL AR 300 48 [ 9 3 1 BE B RS FE O R 2 [ ik 4 [
M B I AL A 5T Sy SR B 2Rt L, ZREria H B 8] JH 23 A7 Ja A A A ) &
[l VIR R S5 T RT3, 20 IR FE 1 ARl g [ B 2 KR B2 2 WS (R 2 i 1
Olo WA R TR, JLRARBRE DA ML 2 AN e A, X8 BRI i ik
59 WHIUH EA RO AR AR A H U, PR S EE L FEL HAXGL
IR AENIE XL T Gy LI AL AR, 28 R B SR P AT R R AR 5
X P R B AR SR S WSO ZR B S S L AR S AR B 50 X0 5 2 WS -
IR-BNARSEAF AL By R PGV A5 3E [ o ] A XL 52 (BB AL 52 5 RS, B8R
BRSNS, BRI S H A B XCLIE R WL R 5 WA R 2 . A
5k 3 P RSP QU AS PSP Ve v b S 2 (R A B2l 7 L - S e SN I G 2 RV A
HARIIAAFAE I -HESENL . BEAh, IR IAG AT HEXS 5 5 W HISE AN AR, 12
fEXT B2 S WS ISR R T ME . A5 5828 M H) R P9 (AT FU 45 2R, A SCHR
VU o0 r ] 22 M 5 O ) e A B A 4 R S

R VRS UK WA G FE DRI



Abstract

In open economy, the top target of macro-economy policy is to keep the internal
and external equilibrium, the former emphasizing the full employment under non-
inflation, the latter international trade balance. The external equilibrium’s subject is
current account sustainability as well as the relative trade balance. Inflation and trade
balance are kernel variables to inspect the internal and external equilibrium of a
country’s macro-economy, and exchange rate as a level to adjust the equilibrium. The
trilateral relation of exchange rate, inflation and trade balance are always the hotspot
and emphasis of economic studies, and the basis to implement macro-economy policy.
The exchange rate fluctuations’ effects on inflation and trade balance are the principal
lines of the studies.

Theoretically, the effects of exchange rate fluctuations on inflation and trade
balance are the main study contents of exchange rate pass-through theory and Elasticity
Approach. In the traditional exchange rate determination theories, the Law of One Price
and Purchasing Power Parity are set up, exchange rate can fully pass through, and the
exchange rate fluctuations can fully pass through to the price of import and export.
Exchange rate can affect the internal inflation by the price chain factor on one hand,
and affect the import and export products’ competitiveness, trade leads and trade
balance by changing their relative price on the other hand. Therefore, the Elasticity
Approach holds that as long as the import and export products price demand flexibility
fulfils the Marshall-Lener condition, the domestic currency devaluation can improve
trade balance. But the empirical researches manifest that the incomplete exchange rate
pass-through is a common phenomenon, the domestic currency devaluation can
deteriorate the trade balance, even when the Marshall-Lener condition is satisfied. It is
a big challenge to the theories based on the Purchasing Power Parity and leads to a lot
of researches about the factors and macro-transmission effects of the incomplete
exchange rate pass-through. In 1995, Obstfeld and Rogoff initiated the New Open
Economy Macro-economic Theory, built the micro basis for the analysis of incomplete

exchange rate pass-through. Nowadays, the studies of the effective factors and macro-
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transmission effects of the incomplete exchange rate pass-through are mostly basing on
the revise and extending of the Redux model.

In demonstration, some of the empirical studies on incomplete exchange rate pass-
through evaluate the pass-through elasticity of exchange rate fluctuations at the price
level, including the import and export price, producer price, consumer price, then check
the pass-through effects. The others inspect the direct long term and short term effects
of exchange rate fluctuations on trade balance, then check the Marshall-Lener condition
in long term and J-curve effect in short term.

This article, basing on the above angles of view, makes an empirical analysis on
the effects of exchange rate fluctuations on inflation and trade balance in Thailand and
Malaysia, tries to proceed an empirical validation to the existing theories and proposes
suggestions for China’s macro economy of policy making. The main points are as
follows:

This article takes exchange rate determination theory, the exchange rate pass-
through theory and Elasticity Approach as guidance; takes the developmental history
of Thailand and Malaysia exchange rate and the new characteristics of their exchange
rate systems at the Post Crisis Era as a clue; takes the description of the two countries
inflation and trade balance as basis, comprehensively uses the metering methods such
as Autoregressive Distributed Lag and Vector Autoregression Model to study the effects
of two countries exchange rate fluctuations on their inflation and trade balance. The
study results manifest that: the exchange rate pass-through effect on import price is
incomplete, the effect on inflation is weak. The research of two countries’ exchange
rate fluctuations, trade balance, and their bilateral exchange rate with USA, Japan, and
China also show that: in long term, the effects of Thailand and Malaysia’s effective
exchange rate fluctuations on their trade balance in whole, and the effects of Thailand
bilateral exchange rate fluctuations on the trade balance with USA, Japan and China
corresponded the Marshall-Lener condition respectively; the bilateral exchange rate
devaluation of Malaysia-USA and Malaysia-China deteriorated their trade balance,
which failed the Marshall-Lener condition; the Malaysia-Japan bilateral exchange rate

had no obvious effect on their trade balance; in short term, Malaysia-USA bilateral
\Y)



exchange rate devaluation deteriorated their trade balance and had the J-curve effect,
the others situations did not show J-curve effect. Besides that, exchange rate
devaluation and appreciation had unsymmetrical effects on trade balance, in which
devaluation had more effect than appreciation. Using the study results as reference, this

article puts forward four useful revelations for Chinese macro- economy policy making.

Key Words: Exchange rate pass-through, Inflation, trade balance, Thailand, Malaysia.



BB BB e 1
L1 BBRIETEE R oo 1
1.2 STBREEIR ..o 2

1.2.1 WEERARF BB IEIK FE M B SCEREZFIR ..o, 2
1.2.2 AT T G USRI B SCBRERIR ..ot 8
1.3 CEGHI G TETTIE oo s 10
1.3.1 SCEELE R oo 10
1.3.2 B TUTT 1 et s 11
1.4 BB IS IR (oot 12
AL FE BT oo 12
142 AJEZAB it 12

SBTE MSREBIER o 14

2.1 IEFRBRBEBIEIE oo 14
2.1.1 ST ERIR i 15
2.1.2 ZARIR-FEIEMARETL oo 16
2.1.3 ZRUATHEEI .oooooeeeeeeeee e 18
2.1.4 FrHFHATF EIATFEEIL oo 21

2.2 EFRAETBIEW (oo 24
221 TERALHITIBHEIR ..oovoeve e 24
2.2.2 TR GE AL T oo 25
2.2.3 T RALHII Z TG TFFLM oo 25

2.3 EFRBEZIEEEIRID ..o 26
2.3.1 TBERIR-BIIATZEAE oo 26
2.32 W BT FE-MFRINZEAE oo 27
2.3.3J HHZR UM oo 28
2.3.4 FEPEHABRIEIR oo 29



2.4 ZRBEIINGE oo s 29

B=F REMD R LICEH EFRERE BICEES.......cccc...... 30
BLTCHRAIFEITE oo 30
3.1 BHHETAETLZR M vt 31
3.1.2 BRATAETLZRHI I oo 31
3.1.3 TFBNTEZRI i 32
3.2 REMDRIGIEICZREBIEITEE oo 32
3.2.1 ZRENLZRBITE IR oo 33
3.2.2 TRPEMICZRBE R TR oo 35
3.3 REMDRFGEICRBIEEIAFAE ....coooooovesesieeece s 36
3.3.1 FEIurEM E B M7 BCE N FRRAT 2 P B R T A T 36
3.3.2 AN e I B2 1 B B ] A28 T s 38
3.3.3 UL HHRRCTE P 1 5% 1 5 o AR R 3, 40
3.3.4 NE XS E B2 BRI IR oo 40
3.3.5 Ja AL HIPT VA B HA THERMA e, 42
3.4 RE M RIGIEA RICZEIEBN T oo 45
BUAL R TMER e 45
3.4.2 BHRULZEDUIL oo 46
3.4.3 P A R BRI B 3T oot 48
B.5 ARIE/GE oo 50
FNE REMDRAWICRBZNHE KR ..o, 51
4.1 BREMDGRFGIEFEIBIICELER ...oooeeeeeeeeeeeeceeee e 51
4.1.1 HBRIEIRMEIR ..coooeeeee s 51
4.1.2 P EE BEAKTE F I HT o 53
4.1.3 W-ZARFNNIE B I BRI FEMIHLAL .coo, 57
4.2 FE MR TG IEICRAFRE OB : ARDL BEISHT ............. 58
421 FIVRHELL .o 58
4.2.2 P BE VAR AL RN oo 59

Vi



R RS ST o e S RSOSSN 66

4.3 ZREM LR WICRARZH R BB : VAR BRI GHT ... 67
4.3 1 VAR FEFUBEIR ..o 68
4.3.2 JLZARH 0T T A BB S M0 B ST TE e 69
8.3.3 G5 IIHT cooieeee 73

B4 ZRIEINGE (..o 74

FHE FREMIDRIGEITRZRZN R BB ..., 76

5.1 REMDRFGIEH ZRBREDL ....coovoeeveeeesss st 76
5.1.1 BEH G BT T R oo 76
B5.1.2 T DI AT cevveveeeee e e 77

5.2 7% A1 5 SR 75 IV F AR F % B S USRI SEUEAFF 5T ..o 80
5.2.1 FRIBHFETEL ..o 81
5.2.2 SEUE IR BBHE VLI ..o 82
5.2.3 T ELH K ARSI 57 G S AL 3T o 84
5.2.4 F£T VAR BRI J AR BT HE— 2 3RAIE o 88
525 REMLRIEWEEKE FE. HASGLEI DI oo 89

5.3 TCR W AE M FHEXT B Z WS IR i 5T : T HREEE............ 93
5.3.1 THABRTEL ..o 94
5.3.2 SEUE AT civveececee e 95

B4 ZRZEIIGE ..o 96

FINE ZEREIBIR oo 98

8.1 ZRILEELEW (oo 08
6.1.1 J5 fE B 112 [ R0 5 ok G ST i) B HATHTRFAE oo, 98
6.1.2 Y ZRASFINT HE LS IR A% 168 B AS 56 4 B ) i B B K SE M S ........ 08
6.1.3 Iy BRSNS A BaL V2R 07 A1 AT 50 [ BriscSC R A  RT HR ™
FE IR v 99
6.1.4 VLRI AA MW BAFAE I RN 5 R R AR EHZER.....99
6.1.5 VLR AEXS B Z S BRI ROR K T T oo, 100

Vil



8.2 X H B BRI JE 71N cooeveveeeeeeee ettt e et e ettt ettt ettt ettt r e 100

6.2.1 [ IE B ZRK i) A BLIE 22 VBT e 100
6.2.2 AR E BRm A T 3 I8 DT I TR e 101
6.2.3 W ZIEZAG R sl i 36 BRAR I DL HZRK B T e 101
6.2.4 N MFHEAZ BT ) RATI B IBIR oo 101
- A, OSSR SRS 103
B R et e et et 115
R TR S SN 852 B W N E ) 1S SR 1 = U i = A 115
M 2 WIES BB EAREIR R RRICE R 116
B3 3 PHIE VAR BT R I 25 T oottt 117
B3R 4 PRI CPL JTZE IR oo oot et ee et 120
s 5 REMDKIGT FEA S FE (1994 4-2012 ) oo, 122

fisk 6 PIES 3G, . HXGAIE AR SN 5 5 WSR2 ) ARDL #7123



Contents

Chapter 1. INTtroduCtioN .........cccvevieiie e 1
1.1 Background of The SUDJECT .........ccociiiiiiiie e 1
1.2 LItErature REVIEW ......ccuo it 2
1.3 Structure and Research Methods............cccoeviiiiiniiiici e, 10
1.4 INNOVALIONS @NA LACKS .......ooiiiiiiiicieiee e 12

Chapter I1. Theoretical Foundation............cccccovviiieiiiniiieie it 14
2.1 Evolution of Exchange Rate Determination Theory ...........ccocoovviinieienn, 14
2.2 Exchange Rate Pass-through Theory ..o 24
2.3 ElaStiCity APPIOACKH .......cviiiiiiiiee et 26
2.4 BFIET SUMMANY ....oviiieiic sttt sre s 29

Chapter I11. New Characteristics of Exchange Rate Regime and

Effective Exchange Rate Fluctuations in Thailand and Malaysia .....30
3.1 Classification of Exchange Rate Regime .........cooviiiiiiineiieeeee 30
3.2 Evolution of the Exchange Rate Regime in Thailand and Malaysia ........... 32

3.3 New Characteristics of Exchange Rate Regime in Thailand and Malaysia 36
3.4 Analysis of Thailand and Malaysia Exchange Rate Effective Fluctations..45
3.5 BIIET SUMMAKY ..ot 50

Chapter IV. Pass-through Effect of Exchange Rate of Thailand and
Malaysia on INFlation...........cccoiiiiii e, 51

4.1 Comparison of Thailand and Malaysia Inflation ...............ccccccoiiiiiiiieinn, 51

4.2 Pass-through Effect of Exchange Rate of Thailand and Malaysia on Import

4.3 Pass-through Effect of Exchange Rate of Thailand and Malaysia on

I IO s 67



4.4 BIIET SUMMAKY ..ottt 74

Chapter V Pass-through Effect of Exchange Rate of Thailand and
Malaysia on Trade Balance..........coccvviiiiiiinececee e, 76

5.1 Trade Developmental Survey of Thailand and Malaysia................cccccveueene. 76
5.2 Pass-through Effect of Exchange Rate of Thailand and Malaysia on Trade
Balance: Basing on Empirical StudY ...........cccooveviiiiiiieie e 80

5.3 Asymmetrical Effects of Exchange Rate Devaluation and Appriciation:

Basing 0N Panel DAta ..........cccooveiiiiiiieieece e 93
5.4 BIET SUMMATY ..ottt bbb 96
Chapter VI. Conclusions and Revelations.............cccccoooeeviieviee e, 98
6.1 CONCIUSIONS ...ttt bttt bbb 98
6.2 ReVelations t0 ChiNa .........ccocviiiieiie e 100
RETEIENCE. ... 103
N ] 0 1= T 1 SO STRTRS 115
EPHOGQUE ... 129

Xl



F 3.1 P RBINETEAD .ottt 33
# 3.2 PE L MIEFAEA T GETARIEIE e, 37
%33 FENAERKEME T HINE CGEFEIEI e, 39
% 34 FEEMERFIMEFHIANE CGEFEIEIE e, 39
35 WETE ML, HITM AR TIEFARAEZE i 41
%36 NRMSHED ML TCIEZEAARRE s, 41
% 3.7 WE EMP<O (FHMEES) HUMELEE (o 45
S e B = Y ok i o o SO 63
4.2 PE B A BRI LE T oot 63
% 4.3 Z=E ARDL A E JTLE T ..o 64
F 4.4 TORPETE ARDL [FIJTZE B oo 65
4.5 T E B A R P RMEMERIEAE T e 70
R 4.6 PIEBAEERGIRAE R oo 71
K47 HEEZERZAFRERERIELE T s 71
F 4.8 W CPI JTZEIPFRZZ oo 73
5.1 REFEER T ETEE TV oo 78
F5.2 DRPEIE B D) EBEE A ...oooovooeeeeeeeeee e 79
# 5.3 2012 FFARE FEHEH DRI oo, 80
# 5.4 2012 - G PG 3 EEHE H IR Al s 80
% 5.5 PIE & A B TR TE VR IR SE B oo 84
2 5.6 PE B A B W EERIIELE T oo 85
2 5.7 Z2E ARDL AL JTLE B oo 85
# 58 LRI ARDL BRI EFLE T oo 86
# 5.9 PIEFLEAZRFEXRIEA R oo 88
2510 BATE PREMERIIRSE T oo 90
511 BAF BRI AE B oo 91
512 WESE. . HXGLICEIKPAR SN A R 2 SR ma A 75 72 91
2 5.13 THHEIE TG IR oo 95



B 2.1 0 BHZR BN oot 28
B 3.1 2R LT TEI TR IE B e 34
B 3.2 RE AT FEFRITE T i 34
B 3.3 AR HE S ZETOIEZETE T oo 35
B 3.4 TR ZE MR TR FRIE T e 36
B 3.5 ANETTIAIE FTHEEL oo 44
BL 3.6 T A R ZRTE B e 49
Kl 4.1 PIEIEE K ES (1990 4 1 H—2013 - 1 H) i) 53
K 4.2 AR AEBEEEKKT I (2000 51 H-2013 F 1 H) e, 54
Kl 4.3 PRE™ HE AR (1995 4E 1 H—1999 4F 12 ) e 56
Kl 4.4 S AE SIS TR BUES (2010 4E 1 H—2013 4 1 H) v, 57
Kl 4.5 W5 E CPI T %78 5 A K B BRI EL A B oo 72
B 5.1 Z [ AN By SR PG T H VARG (G %4 (1985 4F-2012 4F) e, 77
Pl 5.2 4 [ 570 5 0 57 25 WO AR 00 J82 R B B 89
K53 WESEE. HAL A EXGL T KA SR EL e, 92

Xl



Degree papers are in the “Xiamen University Electronic Theses and Dissertations Database”. Full
texts are available in the following ways:

1. If your library is a CALIS member libraries, please log on http://etd.calis.edu.cn/ and submit
requests online, or consult the interlibrary loan department in your library.

2. For users of non-CALIS member libraries, please mail to etd@xmu.edu.cn for delivery details.



http://etd.xmu.edu.cn/
http://etd.calis.edu.cn/
mailto:etd@xmu.edu.cn

