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Abstract

The objective of this research is to study macroeconomic variables that affect the value of
Thailand- Laos border trade. We investigate the relationship among 6 macroeconomic
variables, namely, value of Thai-Laos border trade, exchange rate of Baht per US Dollar,
interest rates for one year short-term loans of Bank of The Lao PDR, retail loan interest rate
of good customers of the Bank of Thailand, Laos’s consumer price index and Thai Consumer
Price Index of Thailand. We use monthly statistical data between January 2007 until
December 2018 by using Vector Autoregressive Model (VAR) for an analysis.

By using the VAR model, we found that Exchange rate of Baht per US Dollar has a positive
shock to the value of Thai-Laos border trade. The remaining variables have a very small
negative impact on the value of Thai-Laos border trade. However, this impact varies over
time. The policy maker should take these factors into account for boost up the value of Thai-
Laos border trade. Policy implications of the findings are discussed.
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Figure 1 Value of trade Thailand with EUROPE, ASEAN and USA in 2558-2562
Source : (Information and Communication Technology Center and Office of the Permanent Secretary

at Ministry of Commerce, 2019)
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Value of trade of Thailand and CLMV Country in 2558-
2562
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Figure 2 Value of trade of Thailand and CLMV Country in 2558-2562
Source : (Information and Communication Technology Center and Office of the Permanent Secretary

at Ministry of Commerce, 2019)
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Laos Consumer Price Index 1 (0) I (d) 6 25.13308

Remark: Unit root test (0)’s Non-Stationary; (1)’s Stationary and I(d) Stationary in First
Differential Lag Order Selection *’s the lag to used
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Table 2 Johansen’s Cointegration test
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. - Critical . . .. | Critical Value
Lag | Eigenvalue | Trace Statistic | Value | Max-Eigen Statistic
(0.05) (0.05)
0 0.595399 302.5542* 95.75366 115.8213* 40.07757
1 0.369879 186.7329* 69.81889 59.11586* 33.87687
2 0.31829 127.617* 47.85613 49.04341%* 27.58434
3 0.25746 78.57363* 29.79707 38.10289* 21.13162
4 0.174866 40.47073* 15.49471 24.60282* 14.2646
5 0.116592 15.86791* 3.841466 15.86791* 3.841466

Remark: = have cointegration (Having long relationship at variable)

Source: Study

MsdszuIua1INEUDIIa0d Vector
Error Correction Model 1#931A3512 {1162
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9
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Ansizaals 1dun daswanldeuuimae
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Table 3 Vector Error Correction Model

v A Y a @
Ine dtisindus Inavesilszmalng das

£
aonilevetan uazaviis1n1dus Tnavesan
WuNIMana teg1e liledragmeanan
v ' o A A
Fovaz 0.1 udnadn viindaudslamieuny
ponvINyanIMsmaouan lng-a1a uda oz

9

Tuimsdsuanine liidgaasnmluszes

o1 fafitlsnglu Table 3

Exchange rate Bath Thailand Thailand Consumer Laos Laos Consumer
per US Dollar Interest rate Price Index Interest rate Price Index
121.5659 -3119.364 -421.7176 -1347.360 1627.275
CointEq (-1) (488.872) (2043.44) (429.346) (615.627) (105.905)
[ 0.24867] [-1.52652] [-0.98223] [-2.18860] [ 15.3655]

Remark: *** Significant in 0.01 (having moved to equilibrium at long run)

() Standard Error, [] t-Statistic
Source: Study

a 7 ¥ o I a ' o . A A
%mmmmﬁWﬂamauwumﬂmmqwmzmnmuﬂi (Granger Causality) ny
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a a v o Ja o o a ' o
ﬁﬂi?ﬂﬂ"ll@ﬂi]i&‘f!?’]ﬁﬁ?? Nﬂ’JﬁJﬁiJ‘WH‘ﬁ!GH\HW@]Wﬁﬂ‘]J ﬂﬁ)i7!!ﬁﬂ!l[ﬁﬂuﬂ?7’lﬁ@ﬂ@ﬂﬂ75

anigowin ensmemde Ine wazeasimendea asnilsinglu Table 4

Table 4 Granger Causality test

Variable
Value of Thai- | Exchange rate Thailand Thailand Laos Laos
Excluded Laos Border Bath per US Interest rate Consumer Interest Consumer
Trade Dollar Price Index rate Price Index
Value of Thai- - 0.5137 0.8422 2.8623 0.6820 0.4328
Laos Border - (0.7735) (0.6563) (0.239) (0.711) (0.8054)
Trade - — — — — —
Exchange rate 0.5038 - 0.2624 0.039%4 3.9352 1.8740
Bath per US (0.7773) - (0.877) (0.9805) (0.139) (0.3918)
Dollar _ _ — N N N
Thailand 1 3.7549 1.7060 - 4.9080* 0.4045 4.2081
a a'r‘ate”tere“ (0.153) (0.4261) ) (0.0859) | (0.816) 0.122)
— — - > — —
Thailand 1.5710 8.4267* 4.4259 - 0.8394 3.4740
Consumer Price (0.4559) (0.0148) 0.1094) - (0.657) (0.176)
Index = o - - - -
0.15573 3.275925 1.1584 1.7953 - 12.7217*
Laos Interest rate (0.9251) (0.1944) (0.5603) (0.4075) - (0.0017)
— — — — - >
Laos C 0.1670 5.7297* 4.7825* 1.4448 9.863* -
aos Consumer
Price Index (0.9199) (0.057) (0.0915) (0.4856) (0.007) -
— — > — > -

Remark: ()tstatistic; = have Granger Causality;

[ — Haven-t logical relationship between variable; — Have logical relationship between

variable]

Source: Study
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