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Abstract

This research aims to (1) study the long run relationship of money supply, policy interest rate and
the consumer price index in Thailand. (2) study cause and effect of money supply, policy interest rate and
consumer price index of Thailand.

The data used in this study. Money supply, Interest rates policy and Consumer price index in
Thailand. Using quarterly secondary data from 2002-2012. The tools include, To test the stability of the
data (Unit root test) to test the long-term equilibrium relationship (Cointegration Test) tests the
rationality of the variables (Granger Causality Test).

Research results revealed that. Changes in the Consumer Price Index. Will affect the interest
rate policy of the Bank of Thailand. The consumer price index increased. Inflation in the economy. The
Bank of Canada will raise the policy rate to rise. To reduce public spending down. In contrast, when
the consumer price index fell. Low inflation in the economy Or economic slowdown The Bank of
Canada has cut its policy rate. To stimulate public spending to be more. This will result in economic
growth. And affect the money supply in the economy.

Keywords: Money supply, Policy interest rate, Consumer price index
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Unit Root Test ADF-test
No trend trend None
BM 5.709699 1.103681 10.92264
Rp -2.338500 -2.285556 -0.824295
CPI -0.120312 -4,006300* 3.485809
ABm -3.7766744* -6.121601* 0.405437
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A Rp -3.435377* -3.398886 -3.478191*
Acri -6.670834* -6.602769* -4.938847*
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M13°97 2 HAMINAADY Cointegration TasWaITaNAEDA A,

Hypothesized No.of CE(s) Trace Statistic Prob.**
None* 32.80798 0.0218

At most 1* 11.57535 0.1785

At most 2 2.187893 0.1391

Trace test indicates 1 cointegrating egn(s) at the 0.05 level
* denotes rejection of the hypothesis at the 0.05 level
**MacKinnon-Haug-Michelis (1999) p-values

MINA 3 WansnAaeD Cointegration IneWITANAIADA A |
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Hypothesized No.of CE(s) Max-Eigen Statistic Prob.**
None 21.23262 0.0484

At most 1 9.387460 0.2553

At most 2 2.187893 0.1391

Max-eigenvalue test indicates 1 cointegrating egn(s) at the 0.05 level
* denotes rejection of the hypothesis at the 0.05 level
**MacKinnon-Haug-Michelis (1999) p-values
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