H Membtr
QUQS on 1. @ vatchaga Lo Glo46+140f

@ Nanthaphon . 6104640500
® Ameera 3. 610#644103

1’\\ ThQ hq\'\k Q{: Th‘\“qnd CU*S d-s PQ“CV rq{e @ tpassara V. blog6t0F 1S

= THR deprecigte + baht/ USD increqses
r A.a50at | 29tnymen.

13) The US quernment hos imposed a frade sanction on Thai's agricoltural
product exported to the LS market.
- Thoi export less preduct fo the US then demand for money inTHB cumency decredses

» THD depreciake - baht /USD nereGsed

Uader flexible exchonat vaf® | the wpyrade of credif
afing of thai economy oflects the valye of Hhai baht 4o

wpreciate while US dollars deprecigted due fu wore supply
for foreign carrency .
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To limik the (ided oMy of the fore narked
ntervention, the authtorihy should rduce COWSULMPJLI‘M
and. inveckmend Hhon TS will shifh fo e kft vedudng
Jhe inferest ke byt frow luese effed the
actul oubcome will be decreased -



Question 3.

31) A reduction of money Supply.
cae: Monetary policy with 9 Fixed Exchmngq Rofe

LM (M4)
LM (M,)

A decrease in the maney supply shifts the LM schedule from
LM M) 4o LM(M,), The domestic interest rate vaises above
foreign interest rafe, triggering o massive capital inflow .
As intevest hate incredge 4 Qubpyt Hhen decreages and URs higher
unemplayment rate. Contral ank infervention 4o maintain

the fixed exchange rate cuses the eaoney SUPPlY back fo bhe inikial level, Mo
The domeshc interect rake is restored e%un\ih‘ with the foreign
interest rate , gnd incame s kack ot its initial level.

(ue: Moretory policy with a Fleyible Exchange Rake
LM (M)

A decrense in the money supply cAues the LM Schedule to shift
from LM(Mp) o LM(M,). The domestic interest rote raiges abave the

fovei3“ interest rate , i %ev‘m% 4 mossive inflow of capihal. The cupih\l
inflow Cquses the exdnge rate to fll , shifting the IS cchedule from
15 (W) fo I1s(W. The domeshc interest rate is bigught hadk
inte eor)uilify with the Foreign interegt rate and income falls
to ¥, cquees gn unemploywent ke  incredses.
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3.2) Thai qovernment has imposed o fariff on imporfed produds. == ceTre-aD

Case: Fiscal Policy with o Fixed Exchange Rofe

An increggo itk On imparked gooels Couses income to incresse
avnadl Vhemplu\{menf rate deoreqs?. This makes IS Curve
shitt from IS(Mg) o IS(M,), Twe domestic interest mte
is pushied above the foreign interest rate, resulting ta o wasive
capital inflow. Covitral bank intervention to maintain the
Fixed exc‘/\wge rafe Cauvses Hhe Maney SUPP‘Y to rise. The (1
cune shitts from LM(MY) To LM (M), The domestic
interest rate (S bm\)ahf back tato Q%muh‘ with the
foreign rate, 0nd increvse in the money Supply reinfory
R eopansivnary effect of M inoase in guernmet

S\)ev\oli\AS

(ag - Fisal policy with a Flesible Exchange Rk

rfe v, \ BP
15 (M, )

1S (Mg, T = 1SCM, R

Ll=——————-
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An inCreage in tax on imported goods cqusec Thailand
import less product which makeS income to increase wd
vnemployment vate then deoredse. This Cavses IS wrwe
to swift from (SCMg, T,) to (SCM,,TC,) . The domestic

interest vate rises above the ‘Foreigvx interest rate,
with a resu‘ﬁha ™Massive (u\oﬂm\ inflow. The capital
inflow cavses the exchange rafe fo fall. The fllin
fe exchange rate Shiftsthe Is curve Wack to

15 (M,,T0,) = 1SCH, TC, ). The dorestic interest rife
is reequited with the foreign inferest rate, and
ncome tetrns fo Phe initiol leve|.



