1. All exchange rates must be converted into a form, baht/a unit of foreign currency.  Hence, the reported exchange rate (currency to a given currency to US$) in IFS must be converted.  Three remarks must be addressed. First, UK is different as it is expressed in terms US$ per pound.  The way to convert the reported exchange rate to baht/pound is different from other countries.  Second, for US dollar, its present form is in baht/a unit of foreign currency so no further changes are needed.  Thirdly, other Asia, nes refers to other small Asian economies so that it must be neglected in your calculation. 

2. A sum of direct calculated weights is not equal to 1 (100%) due to the definition of our ‘major country’ definition.  In theory, we should re-weight to make it up to 100 per cent.  For example, the US weight is 0.203 or 20.3 per cent.  After re-weighting, the new weight to the US is 0.2436 or 24.36 %.  Nonetheless, in practice whether the weight is re-calculated to ensure their summation be 100 per cent would not have significant effect the pattern of calculated indices. 

3. If your calculation is correct, the product of NEER would be equal to 2.6742 for 2001 Q1.  Note the number itself illustrates the average exchange (Baht/foreign currency) at a given period. 

The formula in the excel is as follows;
=D30^($C$30)*D31^($C$31)*D32^($C$32)*D33^($C$33)*D34^($C$34)*D35^($C$35)*D36^($C$36)*D37^($C$37)*D38^($C$38)*D39^($C$39)*D40^($C$40)*D41^($C$41)*D42^($C$42)*D43^($C$43)*D44^($C$44)*D45^($C$45)*D46^($C$46)*D47^($C$47)*D48^($C$48)*D49^($C$49)*D50^($C$50)

Noticeably, the number itself does not provide much meaningful in analytical viewpoint.  Instead the rate of change is what we are looking at.  In practice, the NEER is converted into an index.  Here we use 2001Q1 as the base year.  It does not really matter which base year you choose.  It anyway gives you the same pattern. 

4. The difference between NEER and REER is the price component.  Price component in REER is relative price opposed to price in a country in interest (here is Thailand).  In Question 6, you are asked to use consumer price index (CPI) as a proxy of price;
Generally,

		(1)
Equation 1 illustrates CPI of Country I at time t is the relative price at time t as opposed to that at base year.  Hence, CPI indicates the extent to which price level at time t deviates from that at base year.  For example, price at time t is double that at the base year.  CPI at time t would be 200.  
When CPIs of two countries are compared, it provides the relative change of price level of two countries, say, Thailand and US.    

	
Let assume  CPI of US is 150 whereas that of Thailand is 200.  The ratio would be 0.75.  It indicates that price in US grew at the slower rate than Thailand.  
When there are more than one trading partners to be compared with, we adopt the geometric average as used in NEER.  
Note that CPI indices are available all countries but China and United Arab Emirates.  China reports the year-on-year percentage change so that the indices are needed to generate the whole series of CPI.  Hence, we exclude these two countries from our calculation.   

	
Another important point is when calculating price components, denominator is Thailand’s price index.  That is,


	

5. In Question 7, you are assigned to use different price proxy, GDP deflator.  There are missing data for China, United Arab Emirates, Cambodia, Singapore, Lao, Saudi Arabia, Myanmar and Vietnam.  
No substitutes	for China and United Arab Emirates (so excluded from calculation)
Use PPI	for Singapore and Saudi Arabia
Use CPI for Cambodia, Lao, Vietnam and Myna mar
(See in worksheet Fill in Q7). 

The filled price is used in REER calculation in Worksheet Q7. 
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