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Effect of Exchange Rate on Thai Automotive Trade Balance
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Abstract

This study tried to check the relationship between exchange rate and trade balance
of automotive industry in Thailand with major trading partner; Australia, Japan and Indonesia
from year 2000-2013. The Augmented Dickey Fuller (ADF) had been applied to check the
stationary of data and employed Autoregressive Distribution Lag (ARDL) to find short run
and long run relationship. The empirical results indicated that exchange rate has positive
relationship with trade balance of automotive industry in Thailand for all studied countries.
However, in long run, there were only relationship between exchange rate and trade
balance in case of Japan and Indonesia. Moreover, J curve effect is not detected in all trading

partners.
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