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The objectives of this thesis are to perform a dynamic analysis of
factors affecting Thailand’s credit rating and to forecast the ratings. The
proposed model uses an econometric model to estimate nine economic-
financial and political variables based on cross-section data and panel data
from 1999-2002. The variables are as follows: per capita income, total debt
services, foreign direct investment, inflation, current account balance,
exchange rate, international reserves, financial depth and political stability.

The research findings are as follows. Based on cross-section data, the
model created to determine the rate of risk exhibits an excellent fit, with the
coefficient of multiple determination, R-square being 74.05%, 81.78%,

81.65% and 84.39%. Based on the panel data, the regression results have an
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excellent fit with the data while the R-square of this model is equal to 99%, at
a statistically significant level. The dynamic analysis used the elasticity of the
country’s risk rating to analyze the movement of important variables in the
model that can affect the ratings. It was found that per capita income and total
debt services are important variables used by the rating agency, while political
stability affected the ratings least. The estimated results of Thailand’s credit
rating using the panel data from 1999-2004 are as follows: the ex-ante
simulation of Thailand’s credit rating from 2005-2007 is, using Moody’s

symbols: Baa2, Baal and Baal respectively.
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