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The purpose of this thesis was to study the impact of direct
investment from China on trade between Thailand and China in both the
short-term and the long-term. It examined the speed of adjustments to achieve
stability in Thailand’s exports to China and ’fhailand imports from China.

The data used in the study was secondary data from 1982 to 2003.
The cointegration and error correction technique tested the data in accordance
with the two-step approach of Engle & Granger.

The result of the stationary test following the Augmented Dickey
Fuller Test (ADF test) showed that Thailand’s export to China and Thailand’s
imports from China, the direct investment from China, the exchange rate
between Thailand and China, the per capita gross domestic product of China
and the per capita gross domestic product of Thailand were stationary at level
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(1(0)). The cointegration test showed that there were long-term positive
relationships in every variable of the export and import models at a 99% level
of confidence.

The error correction technique was employed to find the speed of the
adjustment towards the long-term stability of Thailand’s exports to China and
imports from China. The Error Correction Model (ECM) test showed that
over the long-term, Thailand’s exports to China had an error correction in
each case equal to 75.2242 and over the long-term Thailand’s imports from

China had an error correction each time equal to 22.0649.
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