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ABSTRACT

The business cycle is a phenominal event which always takes place in the economic system.
Each phase of business cycle can cause many economic variables to change. Thus, the aggregated
economy is also affected by the business cycle fluctuation. The objectives of this study aimed at
analysing the impact of business cycle in Thailand on monetary activities which are the important
economic variables. Multiple linear regression was the method used to analyse the relationship between
business cycle and the monetary activities. According to some business cycle theories, gross domestic
product was considered as a business cycle indicator on the aggregated supply side, and real aggregated
expenditure, gross domestic investment, real capital formation were also considered as business
cycle indicators on the demand side. The value of the variables would indicate the business cycle
phase in which high value of those variables means the economy is in a prosperous phase and low
value means the depression one. At the same time, consumer price index, interest rate, money supply,
financial institution credit, balance of payment and stock price index in the securities market of
Thailand were other variables for monetary activities in the economic system.

The results showed that the business cycle indicators on the demand side had strong influence
on those monetary activities. That is, higher gross domestic investment will lead to higher consumer
price index, interest rate, financial institution credit and stock price index. On the opposite side,
higher aggregated expenditure will lead to the worst balance of payment. While higher capital formation
caused money supply in the economy for the following year to increase. Hence, it may be possible
to establish the direction paths of those monetary activities during each phase of business cycle if
we could control the activities of the above mentioned business cycle indicators.
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(1) CPI = 49.6899 + 0.0005 GDI* + 0.0008 B/P**
(1.7034) (3.4087)

+ 0.0001 Cr — 0.9513i + 0.0001 MSt + 1
(1.0444) (—0.7600) (0.5972)

F - test = 392.3444 RZ = 0.9939
S.E. = 3.7645 D.W. = 2.3750
Q) i —  84.0377 + 0.0021 GDI** — 4.8222 CPI
(5.1146) (—0.7595)
+ 0.0008 B/P — 0.0004 MS**t + 1 — 0.0003 Cr**
(1.1364) (—3.3877) (—3.2604)
F-test = 26.1992 R = 0.9161
S.E. — 8.6934 D.W. = 1.3400
(3) Cr = 20384.0911 + 1587.8949 CPI — 1.4944 MS** t + 1
(1.0448) (- 16.7067)
+ 4.4446 GDI** — 16738.8082 i** + 0.7196 B/P
(3.6686) (—3.2604) (0.4020)
F-test = 378.0330 R = 0.9937
S.E. = 21232.3570 D.W. = 1.4170
(@) Ps = 484.9091 — 0.0050 MS**t + 1 + 0.0054 GDI**
(-3.1021) (3.1157)
— 27.2461 i*
(—2.1064)
F-test = 3.3575 R = 0.7705
S.E. = 46.5733 D.W. = 2.9530
(5) B/P —  3394.3403 — 1307.5727 i* + 493.5613 CPI**
(2.1225) (2.5635)
— 7.5611 RDagg* — 0.0412 Cr* — 0.0405 MSt + 1
(—2.1886) (—2.1886)  (—0.8429)
F-test =  4.4360 R = 0.6489
S.E. — 3587.7806 D.W. = 2.8430
(6) MSt + 1 =  240086.7045 + 157.7098 RFCF* — 0.6662 Cr**
(2.4615) (—12.9858)
+ 3907.2973 CPI** — 0.3543 B/P + 110.8764 i
(6.3852) (—02271) (0.0312)
F-test = 116.4502 R? = 0.9798

S.E. = 18799.6060 D.W. = 1.7720
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