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Monitoring on Status and Impacts from Foreign Capital
Mobilization

-Executive Summary-

Foreign capital mobilization is a deterministic factor to an economic stability
of Thai economy. Massive and rapid capital inflows and outflows will have strong
impact to the demand for Baht and foreign exchange rate which would affect the
competitiveness of export sector, production sector and economic stability
consequently. This research is devoted to developing the monitoring system for
capital mobilization by collecting data from both secondary and primary sources; and
also establishing model to forecast the foreign capital mobilization to Thailand and
effects to Baht, and to the Thai economic stability. The monitoring system and model
were aimed to help the related authorities in determining appropriated and quick
policy suggestions and strategies to handle the foreign capital mobilization for
Thailand. The monitoring system also includes establishing executive report system
regarding the weekly capital mobilization situation and monthly and quarterly in-
depth analyses.

The monitoring system and model for estimating the capital mobilization and
forecasting the exchange rate as well as analyzing impacts to the competitiveness of
the Thai economy were established referring to the structure and relationships
between economic units in financial system and flow of funds. The research found
that the following behaviors of these economic units had influenced foreign capital
mobilization:

= Intervention and foreign reserve management of the central bank

according to its role in maintaining the stability in financial system and
the economy

= The foreign capital mobilizations from activities in the real sector, which

include:
0 Production investment
o0 Goods and services trade, receipt and transfer
0 Loanable fund market

= Capital mobilization in the money market

= Capital mobilization in the equity market

= Capital mobilization in the bond market

The research team has analyzed the capital mobilization relationships through
the above mentioned channels by using the econometric tools to determine the factors
that have significant impacts to capital mobilization behaviors. Then, the team used
the factors determined from the quantitative analysis to establish the model to weekly
monitor, estimate and forecast the capital mobilization behaviors and their
consequences. The founded system and model can effectively monitor and forecast
the situation that they are expected to improve the efficient of the Fiscal Policy Office
in exchange rate policy suggestion as well as the economic management policies.

The strategic policies which were derived from the model suggest that in the
short term, the authorities related in economic management can use the model to
monitor the capital mobilization behaviors and take action promptly when there is any
irregular detected to prevent impacts to the economic stability, while in the long run,



the foreign capital selection, absorption and transfer systems should be established to
enhance flexibility in capital flow management. The measures that are corresponding
the strategic mentioned are the roles of the Bank of Thailand in dealing with the
irregular short term capital flows in the short term; and the infrastructures that can
quickly respond to the irregular flow and the cooperation between the relating
authorities in handling the situations.

Fiscal Policy Research Institute Foundation (FPRI)
June 2009
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_“EB_ of which intervention in zpot [intervention policy 1) 1.078.07 782439 181.45
E of which intervention in fonward [intervention policy 2] . H7E11 -1,008.00 500

.......................................................................

4‘ Y &’ =) \ |
HNN 4-3 ﬂ1§‘IJi33»11ﬂ!fﬂiiﬂilslnu1““E)/SIHEINHﬂiW]N1Jﬁ%mﬂﬂlﬂﬁﬁu1ﬂ1i!!ﬁﬁﬂ‘5$!ﬂﬂ1ﬂﬂ

yaiBaouIdeuleeasHghanIInas 4-7



¢ ¢ 4
51&’131“‘11‘1%]%1’3»11]]5%1!: MIAAMNTDIUNITAY uazwanaz‘n‘umnmimaauﬁmnumnﬂ'nﬂizmﬂ

U o %4 d' =) 4’ v o d
msdamilszananisons wanagy vazseaudununaeudielszaraia
H Y] (Y] H Y] d Y
nsain 1 YSuanlszanamsonswanasuluadarvineiuan
& A = o ~ Aa 2 a
luduusnaznasannansilasuumlasvesdasuanilasunmnaruase Iaga1uisn
1 [ v A 1 ~ [ ~ [~ 1 A
mianguiladenuwanemsnlasulasonswanalasuesmiu 2 nqu Ao
v ] v Y
- dszunamsdaswaniasunuasunlasnnmsande/anetuasiaialssme
o4 519,

- szmamseaswantasunulasunasniniledeoug

& A [ Ay ] oAaw [ A
2 fMidfions of 5 Dollars) 2-May-08 9-May-08 16-May-08 23-May-08
40 forward sell [by exporters] - spot withheld [reference -240.89 -1.603.56 -4 957,18 531.30
E Total natural flow [spot+Forward]) -148 18 -5 -4 TT2 62 1.362 37
44
E 31.67 31.85 32,30 32.00
E ¥R change 0.07 018 0.46 -0.30
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7 |BOT =zell USD zpatbup USD fonward [zel-buy fransaction) R.00 n.an Q.00
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A. msnﬁ 1: Thailand's FX Determination and BOT FX Intervention & Reserve

Management System
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3. Total Natural Flow of USD
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Null Hypothesis: ECM_CA_IN has a unit root
Exogenous: None
Lag Length: 0 (Automatic based on SIC, MAXLAG=10)
t-Statistic Prob.*
Augmented Dickey-Fuller test statistic -2.659937 0.0086
Test critical values: 1% level -2.605442
5% level -1.946549
10% level -1.613181
*MacKinnon (1996) one-sided p-values.
a: an1juIveu leweas ygNINITAGY
Null Hypothesis: ECM_CA_OUT has a unit root
Exogenous: None
Lag Length: 0 (Automatic based on SIC, MAXLAG=10)
t-Statistic Prob.*
Augmented Dickey-Fuller test statistic -2.438215 0.0154
Test critical values: 1% level -2.602794
5% level -1.946161
10% level -1.613398
*MacKinnon (1996) one-sided p-values.
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Tumsen 4.3

3197 4.3: AMNATDY unit root test 1ABIZNS Augmented Dickey-Fuller Test

Null Hypothesis: ECM_FDI IN has a unit root
Exogenous: None

Lag Length: 0 (Automatic based on SIC, MAXLAG=9)

t-Statistic Prob.*

Augmented Dickey-Fuller test statistic -6.072346 0.0000
Test critical values: 1% level -2.616203
5% level -1.948140
10% level -1.612320

*MacKinnon (1996) one-sided p-values.
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Null Hypothesis: ECM_FDI_OUT has a unit root
Exogenous: None

Lag Length: 2 (Automatic based on SIC, MAXLAG=10)

t-Statistic Prob.*

Augmented Dickey-Fuller test statistic -4.024903 0.0002
Test critical values: 1% level -2.624057
5% level -1.949319
10% level -1.611711

*MacKinnon (1996) one-sided p-values.

nw: ajudveu leweasygnanITAGT
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AFDI, =b, +b,ARGDP _US, +b,ARGDP _JP, +b,AREER, +b,AMOTOR,
+ecm, , +e,

9
%

o o dyd 9y AA o I . @ 1
G]’Jllﬂi1/]ﬂ@]jlﬂﬁuﬂ’liulﬂumayaauﬂiiJL'Ja’lﬂiJaﬂnglﬂu stationary ANUHUA

-]

9y E4
%

[ a =< Ya . Y =1
duilszanfvosaumsdeansodszununs lagl43s Ordinary Least Squares (OLS) 18 il

e ® o Y
mdulszaninldonnmsdszanams IaelsTdsiunsy EViews” 5.1 uaag ldaatl

AFDI _IN, = -56.0384 AREER, + 0.0147 AMOTOR, + 1.0817 ecm_ fdi _in, ,
(-3.0552) (2.1311) (7.0904)

R-squared = 0.572501 Adjusted R-squared = 0.552618

AFDI _OUT, = 14.453 AREER, - 1.16734 ecm_ fdi_out, ,
(2.1823)  (-7.5955)

R-squared = 0.589247 Adjusted R-squared = 0.580317
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435  waveamsdszanamsaumsmanaeudelunuriiugenmeanisasnuly

AU

wamsiszanamslugianns Error Correction Model (ECM)

2 4 2 - 4 o
Tupounnialumsszunams fe dssnamsanms (4.9) Fatluaumsudaaigas
ANIZOZO1VINIADDUNITUN U IUFDINNAAIANTIAITNU

EQUITY, =a, +a,RGDP _TH, +a,SETCAP TH, +a,DIY _TH, +a,GOLD,
+a,DJI, +a,LIBOR3M, +a,DUM _TH, +e,

E4

Tagnaveamsdszuams Iasld T1sunsy EViews” 5.1 taniwa laaail

EQUITY _IN, = 3.9610SETCAP _TH, +9757.252 DIY _TH, - 26.1536 GOLD,

(5.8981) (5.7090) (-2.0715)
-5.2161 DJI,
(-2.5490)
R-squared = 0.7845 Adjusted R-squared =0.7367

EQUITY _OUT, = -10604.51 - 0.3496 RGDP _TH, + 48.9802 GOLD,
(-3.4991)  (-3.6661) (5.2258)
+953.3913 LIBOR3M, - 9450.524 DUM _TH,
(3.8387) (-1.8037)

R-squared = 0.6531 Adjusted R-squared = 0.6292

o < Y 1 o U
(Wil'lfl!?f@.’ ﬁ?lﬁ"ll?743\7!@1]?ﬁll@ﬁ&'fﬂi?ﬂ’lﬁﬁ@ﬂ?%@\? t-statistics)
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1
v o aa K v Jdo 1

@ o [
HIFIAYNINADA cmmmﬁuwu‘ﬁmﬂa1’Jﬁaﬂﬂé}muamﬂuﬂﬂmmmqyﬁ

o

N1INAADY cointegration

aumsilFlumsdsznamaasamluszezenvesmsnaoudeiunuiugoai
ARANITIAITNU i co-integrating relation Tagansanasan ldvinnansnaaey unit root
fest UDY ECM, FeADANWUANANTEHINATWoIMsasuTuasensuuazmsasu
mmﬁnu‘ﬁﬂsxmméﬁu‘lﬁ’mﬂﬁumi (4.9) WamsnAAEUNUI1 ecm, 11U stationary process
(1(0)) Fauaaaluassdi 4.4

M9 4.4:  AINAADY unit root test 1ABIBNS Augmented Dickey-Fuller Test

Null Hypothesis: ECM_EQUITY _IN has a unit root
Exogenous: None

Lag Length: 0 (Automatic based on SIC, MAXLAG=4)

t-Statistic Prob.*

Augmented Dickey-Fuller test statistic -4.209561 0.0002
Test critical values: 1% level -2.674290
5% level -1.957204
10% level -1.608175

*MacKinnon (1996) one-sided p-values.
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Null Hypothesis: ECM_EQUITY_OUT has a unit root
Exogenous: None

Lag Length: 0 (Automatic based on SIC, MAXLAG=10)

t-Statistic Prob.*

Augmented Dickey-Fuller test statistic -4.863722 0.0000
Test critical values: 1% level -2.602794
5% level -1.946161
10% level -1.613398

*MacKinnon (1996) one-sided p-values.

i amuuIveu ley e sygnINITAGS
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AUVDIMIINADUINBTUNUATUFOINIIAAIAATIENTNU

AEQUITY, =b, +b,ARGDP _TH, +b,ASETCAP _TH, +b,ADIY _TH, +b,AGOLD,
+b,ADJI, + b, ALIBOR3M, +b,ADUM _TH, +ecm, , +e,

v @ dyd Y Ao < . v o 1w a
aulsnaadr luaumsinduteyasynsuainlanyaziily stationary A9tiUAIdN5ZANT

9
% U

=< ya . 4
voeaum a5 0lszans 1aeleas Ordinary Least Squares (OLS) 1@ 914il A

e

Sutlszaninildnnmstszinans Taeld1Usunsy Eviews” 5.1 naaaldaail
AEQUITY _IN, = 3.7629 ASETCAP _TH, + 7725.637 ADIY _TH,

(4.9357) (2.7106)
-40.3980 AGOLD, -0.9139 ecm_equity _in, ,
(-2.8316) (-4.4817)
R-squared = 0.7528 Adjusted R-squared=  0.7116

AEQUTY _OUT, = -4970.542 ADUM _TH, - 0.2856 ecm_equity _out, ,
(-1.843) (-2.4725)

R-squared = 0.138164 Adjusted R-squared =  0.124036

o < U
@uavluruauAen1ved tstatistics)
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AIA1IHU

wam3siszanamslugiaums Error Correction Model (ECM)

& S & A & g
Juapunrialumsdszuiams Ao Ussuanmsauns (4.11) Fuduaumsuang

9
ﬂﬁﬂfﬂ‘WiSEJ$EJ"ITJ“]J@QﬂﬁaQn‘L!GlHG]ﬁﬁ"Iiﬁﬁ

DEBT, =a, +a,GOLD, +a,DJI, +a,DEP_US +a,M2_TH +e,

E4

Taonavueamstszunams Iasld11sunsy Eviews” 5.1 uaadna laaatl

DEBT, = 2.1185GOLD, - 0.1194DJI,
(3.7202) (-5.9042)

R-squared = 0.4665 Adjusted R-squared = 0.4462

o < Y o U
(Wil'lfl!?f@.’ ﬁ?lﬁ"ll?743\7!@1]?ﬁll@ﬁ&'fﬂi?ﬂ’lﬁﬁ@ﬂ?%@\? t-statistics)
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Had gy

N1INAADY cointegration

A 9 1 A 9 a 1
aumsnlslunisdszunaaigaonimluszeze11v09M AR UINBRUNUHAIUNI
v
FOINNANAATIA5HH 3 co-integrating relation TAgaINTafin1sa lAvIANANINATDD unit
root test YOI ECM, FIAOANIWUANANTEUINANTIVRINMTAINU UATITITNULAZMTAINY
A 2 v ' 3 .
luasiensnuindszunudulannauns (4.11) wanisnadounual ecm, 11U stationary
process (1(0)) AdLtaa 1ua15199 4.5

M319N 4.5:  AINATOU unit root test }A8IZNS Augmented Dickey-Fuller Test

Null Hypothesis: ECM_DEBT has a unit root
Exogenous: None

Lag Length: 0 (Automatic based on SIC, MAXLAG=10)

t-Statistic Prob.*

Augmented Dickey-Fuller test statistic -8.536342 0.0000
Test critical values: 1% level -2.608490
5% level -1.946996
10% level -1.612934

*MacKinnon (1996) one-sided p-values.
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ADEBT, = b, +b,GOLD, +b,DJI, +b,DEP _US +b,M2_TH +ecm _debt,  +e,

A o

o o dyc:y' 9y ~ I . 1
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dutlszanfuesaumsdeannsolszuans lasl433 Ordinary Least Squares (OLS) 1@ 11411
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mdulszaninldonnmsdszanams TaelsTdsiunsy Eviews” 5.1 uaaa ldaatl

ADEBT, = 5.2176 AGOLD, - 0.1911 ADJI, -1.1344 ecm_debt, ,
(2.0440) (-1.7674) (-8.4368)

R-squared = 0.617954 Adjusted R-squared = 0.602972
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LOAN, =a, +a,RGDP_TH, +a,DEP_TH, +a,SIBOR, +a,CA, +e,
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E4

Tagnaveamsdszuams Iasld T1sunsu EViews” 5.1 taaiwa laaail

LOAN _IN, = -1518.711 + 0.1525 RGDP _TH, +166.9789 DEP _TH,

(-2.5597)  (3.3641) (2.7180)
+0.3627 CA_OUT,
(10.2116)
R-squared = 0.9119 Adjusted R-squared = 0.9074

LOAN _OUT, = 0.2024 RGDP _TH, + 176.2172 SIBOR, +0.2555CA_IN,
(5.9029) (1.9041) (10.6907)

R-squared = 0.8422 Adjusted R-squared = 0.8342
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N1INAADY cointegration

Aq v 1 A Yy a v
aumsnlglumsiszinamaasnmlussazenvesmsmasuiaRunulunaiagoy
[UNT1919152MA 3 co-integrating relation IAgaN150N1591 1AINHANITNATDY unit root
test YOI €CM, FINDANNUANANTZHINANTIWINMTAINUTuATITITNUIazNITaInU U
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M3 4.6:  ANATOU unit root test }A8ITNS Augmented Dickey-Fuller Test

Null Hypothesis: ECM_LOAN _IN has a unit root
Exogenous: None
Lag Length: 0 (Automatic based on SIC, MAXLAG=10)
t-Statistic Prob.*
Augmented Dickey-Fuller test statistic -3.946152 0.0002
Test critical values: 1% level -2.602794
5% level -1.946161
10% level -1.613398
*MacKinnon (1996) one-sided p-values.
7 AUl enAsgNanI17AAd
Null Hypothesis: ECM_LOAN_OUT has a unit root
Exogenous: None
Lag Length: 0 (Automatic based on SIC, MAXLAG=10)
t-Statistic Prob.*
Augmented Dickey-Fuller test statistic -4.837201 0.0000
Test critical values: 1% level -2.602794
5% level -1.946161
10% level -1.613398
*MacKinnon (1996) one-sided p-values.

nw: ajudveu leweasygnanITAGT
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