
 
assignment e

e 5
thedemandfor dollarsincrease and the demandcurvewill

shiftrightfromDsl toDsl Atpointe thereis an excessbert a demand for dollar which lead to e increasefrom e toeee
The USdollar will beappreciate and Thai bahtwill

13 be depreciate
Dsl

QfQf by

c1 t G Apositive improvement inproductiontechnologyofThailand5
a causes a decrease in domestic price The demand forThai

etr b goods raiseso theexport will beincrease Thesupply ofee
dollars rill raise and then shift right from 5 toSpe

Atpoint e there is an excesssupply of dollar e
Dsn will befall The dollar will depreciate andThai

QslQsl 4
baht will be appreciate

Ta l See When SAP decideto downgrade the creditratingofThaieconomy

It willcauseThaicreditabilitytoinvestfallingdown andleadto
b hesitationof foreigners to exchange USdollar into ThaibahtHenceeT ae

supplycurve willshiftleftfromsqto sq Atpointe thereis anceleb

demand ewill risefrom eto 4 It canimpliesthat when exchange
Dry
af Mott increases foreigner willsupply USD because Thai productsare

Q Q
chaper relative toothers However domesticpeoplewill demand toholdhis
uspas it is moreexpensivesince THB depreciationforeigngoodsbecomemore










































































































b) e
^

' '

"in
> Q

Q1 Q

from question a , Thai Baht depreciates and Thailand faces excess demand .

Hence
,
central bank needs to supply forex

reserve
.
As a result , supply for forex will shift back at Eo 1 equilibrium) .

C) When central bank supply forex reserve , it decreases forex reserve in Thailand , currency in cirri whation

2150 falls
,
and leads to rise in interest rate . Therefore , government needs to increase their asset by

stimulating people to buy more government bond .
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As government spendingincrease16M It makes Is shiftto theleft
result in increase in interestCrl that would attract huge capital inflow
tothe countrySo central bankneed to print a lotofBahtas an exchange for
highdemandofbahtAsMs increase rd unit itgoes backat retAs
a result that rt itmakes consumption investment increase that
generate evenhigher levelof output

An increase in government spending 1flexible exchangeI
r
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under flexible exchange rate aftergovernment spendingincrease Isshift
totheleft as a consequence Interest increase fromrfef to r andGDPof
country increase from4 toY After a big inflowofcapital It would cause
baht appreciate It would cause country to export less whichgraduallyshift Is
backto rftf Dueto a decreasein in rd It makes investment and
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3.41 Thaicredit rate havebeen improved means investorswant to
investmorein Thailand demand for thatbaht more LM shift tothe
rn fixed

in LM right This causes interest rateto decrease
and dropping ininterest rate will decrease

TB thecapitalinflow Ascapital account

Is decrease Centralbanktryto reducethedomestic
b moneysupply inordertoshift IMback
up tothe original point So the centralbank
89 sellthe dollar inhand to increasethe
fTB currentaccount
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increase inmondeydemand cause1M toshifttothenight and causethe
interest rateto decrease Underthe flexible exchange rateLowinterest

ratecause thaibahtto depreciate When thaibaht depreciate the



increase in export and decreasein import Thisbecauseforeignproducts
arenow relative higherthandomestic products lowerinterestlate
will increasing theaggregateexpenditure firm borrowsand investmore

this cause theIs shiftto theright


