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Unemployment Rate in Europe 
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Wage and unemployment in the US 
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Impact of Global Recession 

7 

-1.31 

4.37 

-6.76 

7.38 

19.27 

-6.58 

4.56 

17.44 

20.57 

14.96 
16.93 

18.61 

15.54 

-14.26 

28.14 

2.04 
-0.30 -0.36 

3.76 3.21 

-0.62 

3.94 

12.53 12.68 

8.13 8.40 

12.84 

9.77 

-5.13 

8.50 

-20.00

-15.00

-10.00

-5.00

0.00

5.00

10.00

15.00

20.00

25.00

30.00

35.00

Year 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009

Thai Export VS World GDP in Dollar 

Export (%change) World Income (%change)



8 



9 



10 



11 



12 



13 



14 



15 



16 



• In a mild business cycle, fear of recession and 
pessimistic expectations can increase the 
perception of the fall in future income and it can 
turn a mild recession into a depression (J.M.K)  

• During the boom investment would expand in 
response to strong sales growth. 

•  In turn, capital spending on new plants would 
generate employment and income that further 
induce more capital formation. 
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Business sentiment and consumer 
confidence 

• Business sentiment can be restored and 
maintained by policy consistency.  

• If the government and the public adhere to the 
rule of law, political shocks can be minimized as a 
concern for fairness would be eased.  

• Once we allow elements of unknowns to  violate 
established social obligations and contracts, 
business confidence erodes quickly; eventually it 
could lead to a negative long-term impact on 
economic growth. 
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Does investment affect current and future 
consumption?  



Short-term gain 

• Fiscal policy is the only option left. (Why?) 

• Unless the government maintains law and order 
to restore business sentiment and enhance 
consumer confidence, both the monetary and 
fiscal policy package would fail miserably.  

• Ultra-populist policy would lead to an 
unsustainable fiscal position. 

•  Fiscal discipline has been neglected in the pursuit 
of short-run political gain at the expense of the 
long-term economic growth and stability 
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When consumption and investment 
spending are  constrained by poor business 
sentiment and weak consumer confidence, 
the recovery must come from the rebound 
of export demand.  
 
A sustainable recovery depends on the 
resumption of world trade expansion and 
regained consumer confidence.  
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The year 2006 witnessed a fundamental change 
in Thailand’s politics, which has a profound 
impact on the previously stable economy.  
 
 
The economic outcome of policy responses to 
external shocks is influenced by the 
quality of institutions. 
 
Political transformation through military coups, 
revolution, and civil war cycles involve high risk 
exposure to output and consumption volatility 
that would lead to serious economic crises.  
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The effectiveness of policy  responses 
depends on the government’s ability to 
maintain the rule of law, accountability, 
human rights, and effective legal 
infrastructure.  
 
Maintaining  the rule of law implies 
predictable outcomes from court ruling of 
legal disputes. 
 
Investors can proceed with less concern about 
risk and uncertainty that may arise from policy 
inconsistency. 
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If those policy stimuli can be used under a 
favorable investment environment, Thailand 
can recover quickly from the global financial 
crisis  and would have been subject to lesser 
adverse consequences of the global recession. 
 
 
  
 

Thailand has sufficient policy instruments to 
respond to fluctuations in the global export 
demand, but those policy instruments must 
be selectively chosen to  ensure maximum 
impacts on stabilization.  
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Monetary policy remains effective despite 
the high degree of capital convertibility 
because its impact on the exchange rate 
intensifies the initial impact of monetary 
policy on the aggregate demand.  
 
Currency appreciation  does not necessarily 
lead to output contraction. 
 
These macroeconomic policies would be 
more powerful with accompanying measures 
to boost consumer confidence and business 
sentiment to nourish the animal spirits of 
investors. 


