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Economic Factors Affecting the Inflation of the Lao PDR
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Abstract
The purpose of this study was to study the economic factors that affect the inflation

rate of Lao PDR. by studying the relevant factors that affect the inflation rate as a way to
solve the problem of inflation by determining the factors that affect the inflation rate as
follows: Exchange rates, interest rates, and consumer price indices using monthly Time
Series Data from 2015- 2020, for a total of 72 months. This thesis tool is Multiple
Regression Analysis with the smallest quadratic method.

The results of the study found that the movement of the inflation rate is changing
in the same direction as the exchange rate, where the exchange rate increases by 1 unit, the

inflation rate increases by 0.013799 units, and the interest rate increases by 1 unit, the
inflation rate increases by 10.43932 units. This research helps in recommending a foreign
exchange policy that takes into account the amount appropriate to the needs of the system.

Keyword: Exchange Rate, Interest Rate, Inflation Rate, Consumer Price Index
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GuidlddudummiggonzRoesjenazdzinn (iogamnGuitlawinorudadud
grnuarwwmRanzAio 35uliurdsfunshunariuigansindingoduiiusons
cand3y, Somnenddy, «az Goslaedddtwn. GuitiazdiBunzfudSanicanysu
couEnligomcandsuduorinceggativdugdiytoor war Jeuolfucluueigd
iPe3endfuniiv WiuzmnguisunorugruinlunweeIBudmainl § 1o idennwds
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Somoendy nueiRidunsomaenduiicdidg e Dyuagnd) iejamnnenidduiics
2 as v o o o o o o v & o o A o b Y Q  a o a
WESundonastusdudar idawondudativiovds. sunaficSanticinSnnGudd 2
Jrwnd: diugdz&iaou (demand-pull inflation) waz GiuduRiuniuessla (cost-push
inflation). Samuiiidausvrdsaoy clufinamnaziuanzRndaorudisniuddtun
o ° O & & as 2O ° O ) o & Py o
FUA1 war NMUdANWWLEUENTEELAT (ar nwddanwlwjdnnoiudioniuiuaziy
(0MER0 3BV caz NudAanw2nuSndiainIdualozy (83910013N
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SnWisnmaucdiusuegidiosnneBoficmwu. sUd a0 dudzinaiitndi3usiam
Jernn Uingycdudinddrveduduiiouzlun iz J3lwnny (diogrousnolufiogniy
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1089200 A101FzUFISIV ALY 7% Tud 2014 (Donjulsd 2013 eUalutd
o Q o) ' N e o
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1. 3RnuSna
2.1 cuude) waz Gousuiitsunwduas

H1tgcuudasgelunalg Time Series Model o Inunonssunoiuiises g yu
(Stationary) @ (Unit Root Test) Tnu1118 Augmented Dickey Fuller (ADF), niuga3&u
B SunediivesydotangdmonzRndfivdomdud figveafinorvdiduazndnfo
Jjumiu 1y ﬁaz'Jjw§mgjzz;j3z?mjoésjﬁuucUU'%%QSj@S%SﬂWEﬁ’Ié}'IUt50. nuSanes
3 woutgsyuezyfuoarduaiudou (duca@ou Jinsu 2015 i @y Huoa 2020
TogniuDtElusansLn13R=h8

G956y, (§rgau1025u8 By was ccUU"%mSjﬁ’mztmjnﬁjmnﬂioﬁ]wéywazmmjﬁo
Judisnegtddan:

INF = By+ B,LIR + B,EXR + B;CPI + €;,
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Tnuth:
INF: Inflation ccbuénmfﬁmﬁ ToUn°|115"’1ﬂuouccuuﬁomcﬁsccuumscﬁeug
FIR: Fixed interest rate Snc1nenoiiuuindza1luiauy 1 ou?
EXR: Exchange rate (c0u80010andjuasmnd1iiunucas I0a1genzdneicuant lnuniy
SauautuUogziducuua@aul’
CPI:  Consumer Price Index cludngsTainaddItun TounmiuawovtuufogziSucuy
Aecteul
Bo: U endwzdnesjandi
B iy edwrdnesdowudngzmelny i Jeadiqn 1-3
€ CUU anUnINEI9U
1. aefticgtivazua (Descriptive)
nau 82§88 @uarur counwdmedyudiegdu dosrfiviwaifodu
Sngryr war Aodjuniu (8 Unsudou: Nz (Mean), d1lngrorniy
(Median), e11g3g0 (Maximum), mﬁﬂgjo (Minimum) «z dudyuuinnu (Standard
Deviation).
2. nuSrzaoruddivcuuidugarnstgfiotsu
naSarzaorudadivesdoduii 18 wniudna louniwdinnza (undndadiv
(Correlation Matrix) tdiedefiuniucfia Multicollinearity §naudszmzdaiiu (Correlation
Coefficient () fiucejazmaiy 2 Govjudngryeinoruddiufivtuariivig) 910438uli
FuBuH S WwnwwzoneuGolsumulaoiunindiey toudnneBaidwsdngznydiy
JegJazmdry -1.0 ;1 +1.0
3. azfifdudutinonevwsngu (Correlation Regression Analysts)
1) 3fnwingsuaowiijeeigyy (Unit Root Test)
ningsunolutiizejsyy (Stationary) wluastdlilE3inwiogsy Unit Root
Test wuu Augmented Dickey — fuller (ADF) 283 Dickey & fuller, 1979) (8 3tdSunotu
U0 waz 0178g19nI192013. nudingsu Unit Root nucuunucuuee) ADF iU
GSumnuingsudilgejaztudl: fingsuaztu Level(0) «az First Different I(1) Tngen
D9efIn1wd jucdjzeggyutusucuuesy Intercept «ay Intercept & Trend nofnl8tUs
unsUnRLRd. 2uutlaoutitiavtiu Level (33tietdEnniingsucuungofivtusy
neuhtuiiaxdu First Difference Suduniudingsy Unit Root 81u1023utEE55:

14
Ay = ap+ 0y _Zﬁm}’t—l +€;

t=1

14
Ayy = ag+ art + 0y, + ) Pily, | +€;
t=1
MRFUFUYOTIUNIWTRNZ9U Unit Root Tufiowd Y, then:

8 http://www.bol.gov.la/inflation

9 http://www.bol.gov.la/swapRate

10 http://www.bol.gov.la/ExchangRate.php
1 http://www.bol.gov.la/inflation
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2)

H,: 0=0 Y, 200838 (Non-stationary) § I Unit Root
H,: 040 Y, 2Uua3ih (Stationary) § O3 Unit Root
minfuniiingsvusuEuduyanIudin § HO rcnidi2yuszyfuandmod
Unit Root § D&ngzuzdagf (Non-stationary) ceifjaduniufingsudsBmnduynnudn
HO § vsuu H1 svcniddyueyyAudd Unit Root § D3nswusdh (Stationary).
Sidnzsunoruidiuquuswiutause (Co-integration - the Johansen Test)
mu“ﬁééquezzuﬁucom (Time Series Data) $i0696 tunwnauSiizd uSucuufo
neu snfindunnorudiduiidalueuesidodulucuudias), (fig1gtanni Suu
suuﬁucomz‘ﬁﬁﬁjzﬁemﬁﬂowéﬂﬂiuﬁw%‘cauvmo (Long Run Relationship) mancdiuda
mwomjj(Dewatlon) mssnmmawmwumaunu?utaaumauanauuum A ANIERTITY
INJTUL njmace w91 Cointegration (Engle and Granger,1987). ﬂjlllJ nunngsy
Cointegration (Cointegration Test) Lc.uwmuznm:jsauaowujasajmwomjjm‘mmnmuuu
cJuginorugliviiduqguintavzuio (Long-Run Quilibrium Relationship) 29380U5u
oxyAuoatidflh mindovsusryfiuoaid Cointegration srinjofolsudnionolu
dUTuTUtRYzL0.

. Urgnsy war nudody

& yuitugng Uil counwdnsdwsyudrdmiednsfiodjudaunoluss
Hudovsumu (Sacniducd INF) war Sodjudnszny (Sonwandsyu EXR, San10en
o FIR way dogedanrdddtun CPI) 89788 yucuuaiu@ouaoy 72 @ou. Giuad
2015-2020 «az Eruuaasinyennzda, Sudufionesucuugutodju

1. Gugeinudimrayy w2y nuesiiuley

o 4
1. Bunwdazayy

n. Bunwdmrasfifuuudivazur (Descriptive Statistics)

EXR CPI INF FIR
Mean 8,431.633 108.7364 2.517222 3.265938
Median 8,279.780 104.9450 1.895000 3.030000
Maximum 9,269.372 124.9000 10.40000 5.390000
Minimum 8,077.100 99.89000 -0.030000 2.990000
Std. Dev. 349.6084 8.000491 1.955753 0.683442
Skewness 0.878855 0.939870 1.544492 2.667001
Kurtosis 2.543218 2.527634 5.568572 8.220143
Jarque-Bera 9.894580 11.26965 48.41813 167.1044
Probability 0.007103 0.003571 0.000000 0.000000
Sum 607,077.6 7,829.020 181.2400 235.1476
Sum Sqg. Dev. 8,678,050. 4,544 557 271.5728 33.16359
Observations 72 72 72 72
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gougsveaidnniandjuciazioulussy 6 Diguurdnwivfing yuloy
wwasulagzduiafiy 8,431.63 (KIP/USD), Je1gigaciafiu 9,269.37 (KIP/USD),
ﬁmc"ﬁﬂgmzﬁﬂﬁu 8,077.10 (KIP/USD) wag aadiudjuuinnzniu 349.61 83diutdagon
é95129j5nmﬂccanﬂjucwuﬁﬁaowﬁwanz‘ﬁglj (Futddnzysn 6 Jeuur SnncandJu
Dnaucoiigfigefazdu 14.76%.

Sngelandolunss) suu 219 wwvawdeulussy 6 dfdwudnwduing
yulovwwasuiagz@uiinfby 108.73 Gdy, Jadngelanicid3tun (CPI) g3z0ct
fiu 124.90 &dv, Jendingelainido3lun (CPI) dgncinfiu 99.89 AAL war ftiudgy
a0 8.0 (B divtdodnssianddStundutofi 1 SnermnesannzRngs]
Uznnat0. Hrdasuaen 6 Dfgmwodivtidadnud@eutnogsjanidnge D03 lune
Razdiv 25.03%

somduilicoaz@eutussy 6 dfvwuinwivfngyulnowwasu Dot
fu 2.52% adou, Jergigaciafiv 10.40% AGowu, Daadgacdhiafiu (0.03)% Gcdowu
€y adudIuunnenIu 1.96. (8 9dintds18e9e9iSamGuitdazmdy 0.03% —
10.40%

SomnenduGulindrinideugznuiuiivesjgndiio tues s uanauyas
Aotioardutituidniztuuaiu@outussy 6 dituu. tnuwwaoudaReudifiu
3.27% Gcdey, DengIgnciniiu 5.39% adew, Dadgacinfiu 2.99% ey way Aty
JyuLinnzny 0.68 (Badiutdadnmaendiusznuduiivesy wiududnnBunsuncny
R unoucDsnguiiusnnatiuc.

2. nudnaorudiiuiEusarmdyGovsu (Correlation)
tiorrfingsudntandwmanzRiny: Samcandy, dogedaincidItun
waz Somoaendy HIGunzRiudSamud (8392 tEN1TS WcuuIRe) Regression wuy
38 (Co-integration) (distEnnivfingsunorudidivii iGutasreo. vy, 330nwdia
gou Multicollinearity (liogzcnifuesifiodjudnaryrdiduniudnizar Dnowsduiiy
Warfiuiigy 39910890 U R UELH 1S WnwwzoneuGodsumudnoiunindeu Tnw
Innebifigauinusuidcluinoiugdivfivdiu 0.8 (Datl) 3uo,2006; Gujarati, D.N.
Basic Econometrics. 5™ Edition, Singapore : McGraw-Hill, 2003 ; Wooldride, J. M.
Introduction Econometric : A Modern Approach. 3™ Edition, Mason : Thomson Higer
Education, 2006).
Covariance

Correlation INF CPI EXR FIR
INF
1
CPI 1.072752
0.069525 1
EXR 423.4951 319.1101
0.628097 0.115695 1
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FIR -0.292469 3.469563 -84.44709

-0.221890 0.643473 -0.358406 1
WnBunwfingsuiium Multicollinearity fiud1 H08oduBnzwy ot Dnorus
Hunagecf8fiardu 0.05 (Correlation Coefficients) «ay acFunoIus s uii 95%
gen) WicdivdBod judnzzmrdfndumazworsou 330adudefinfolsudnaryy
Golngen.
f. nuiingsunouliesfiocudituidnga (Unit Root Test)

Level & 1(0)
Lags Adjusted Durbin-
Variable | Order | t-statistics | P-Value* [R-squared| R-squared [Watson stat
CPI 11} -1.770796 0.7085| 0.070047 0.042695 1.966101
EXR 11f  -0.369261 0.9869| 0.355057 0.325741] 1.924662
FIR 11)  -2.843248 0.1880| 0.736899 0.679017| 1.793757
INF 11f -2.988369 0.1429| 0.295397 0.263370] 2.060868

o & 1 o ' @ a 2 0 O ) f
PNNIWGANFsUno1LLIZeI2yuAadsy Gngeliawgiddlun (CPI), SomicandJu
(EXR), Somnentdy (FIR) waz Samicducd (INF) Tuazdu Level & 1(0) g cdiudad
& a ' o ' @ o a '
n010U3Tuazhtu Level 1(0) 2anen=e) P-Value §33INnd12zGunoiudidiu 0.05 eI
s o 68 . ® o o . ot A o o b o
2u18i909 (Non-Stationary) 1) €90 Unit Root au1u9210992)uNUUeiJuKauIniningeu
o as o~ P TR v o P~ & o P o &
novudivesyfiod jumududutioneu tanud. 03ly, mudiszSnldgyuinoiuiy
b o 2 20 o T & LAY . o & & b
A7yt tdtdieyudimotuiingsy Order of Integration TuazGutigIzy Tnand
o~ s . [y S n 2 [
nmGungngtuaztu 1% Difference @ 1(1) (239010920IGUANKSUTETUNINEIGI0
&
W

Frist Difference § 1(1)
Lags Adjusted Durbin-
Variable | Order | t-statistics | P-Value* [R-squared| R-squared [Watson stat
CPI 11)  -8.322505 0.0000] 0.508308 0.493631] 1.999754
EXR 11f -5.820900 0.0000] 0.336459 0.316651] 1.915277
FIR 11}  -8.755165 0.0000 0.865440 0.839056| 1.925584
INF 11f -8.598522 0.0000] 0.737846 0.725746] 2.052916

PN I S o~ as a 2 0O s f
PnnuRingsunoiuiiesigyudodsy dngelamnadddtun (CPI), Somcand3u

(EXR), Saminendy (FIR) waz Som&ud (INF) luazdu 19 Difference & 1(1) gzn3
UWiHiud1 P-Value 2998oU5udiselio cludaiazdunoiugadivniigefi&i 0.000 cay I
noruSoniiviiazdy 100% war a18w8A T-test §30a13Rnslisuna1 Mackinnon Critical
101031 tdSudunwdefiinduyaniugng Govsuddnszueliy § 48 Unit Root &
zdu 1% Difference.
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3. NMuBinsundIUITUQUUTWIW QLTI (Co-integration) Tnul1g3dige) Johansen

Levels Equation
Case 2: Restricted Constant and No Trend

Variable Coefficient  Std. Error t-Statistic  Prob.
EXR 0.013799 0.003346 4.123900 0.0001
FIR 10.43932  1.892606 5.515845 0.0000
C -42.63719  30.93669 -1.378208 0.1729

EC = CPI - (0.0138*EXR + 10.4393"*FIR - 42.6372)

F-Bounds Test

Null Hypothesis: No levels relationship

Test Statistic Value Signif. 1(0) I(1)

Asymptotic: n=1000
F-statistic 5.992340 10% 2.63 3.35
k 2 5% 3.1 3.87
2.5% 3.55 4.38
1% 4.13 5

Actual Sample Size 70 Finite Sample: n=70
10% 2.73  3.445
5% 3.243  4.043
1% 4398  5.463

ECM Regression
Case 2: Restricted Constant and No Trend
Variable Coefficient Std. Error t-Statistic Prob.

D(FIR) 0.380347 1.465949 0.259454 0.7961
D(FIR(-1)) -3.881555 1.640719 -2.365765 0.0210
CointEq(-1)* -0.303695 0.060627 -5.009284 0.0000
R-squared 0.271950 Mean dependent var -0.118000
Adjusted R-squared 0.250217 S.D. dependent var 2.990133
S.E. of regression 2.589156 Akaike info criterion 4.782453
Sum squared resid 449.1498 Schwarz criterion 4.878817
Log likelihood -164.3858 Hannan-Quinn criter. 4.820730

Durbin-Watson stat

2.108785

* p-value incompatible with t-Bounds distribution.
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F-Bounds Test Null Hypothesis: No levels relationship

Test Statistic Value Signif. 1(0) 1(1)
F-statistic 5.992340 10% 2.63 3.35
k 2 5% 3.1 3.87
2.5% 3.55 4.38

1% 4.13 )

o =) o~ Ve P & e as ' b as o as
LIUNIUINIWUD 9nmnjuc§] (INF) 2udnusnnicandjyu (EXR) 0zaund1uKaung
=18 0.0001, & TuazrdunoiuEooliv 99%. niuwiifiizsdaniandsu (EXR) 96w
b o o a A, ' & & ) B

nguonasamiGucdl Jaaciafiu 0.013799 muwnoud Nl uSueeiSanandsy 1
o ' o 2 o o A & ' S o A o ' > o~ A
fiomuoy wEnWisomGueldiudy 0.013799 miou (S lnwninfodFuduaai,
a 2 ' P ' ' a o oo da '
SomnendoTugogtaszioatiiniocuy tuardunoiuditivnnlziindal 0.0000, €
Tuazfunoiugeniy 100%. =0y tdidivdisamnsniduciuadan (FIR) 1 fiomioy 2w
as 2 o o A & '
EnWisnm3uciiugy 10.43932 mioe.
. nmussiiuiwBy

nNwdngidud JatangdwnnzRoditunsfivdsamnGuiize) sUU 210

' a f > A & P ° v O ' o~
U Soncandju ejnnniuilugugsinaiufiogniui 18Guninusinngsjuzgigy
(SaWinwaaresuuninnyzanntuduonzindusinnaiudisiniu F36uThihinlge)
1 o o [ 1 ('5 <« (‘!') s 2 O «Q 1 1 [l [
313 TunwMmidnsnmcandsutunzmioueniigniutd 3SnTdiiunussunl. amcansy
800,000 Ay cantd 1008 wadadady 1,700,000 Ay wantd 1008, szen)ldicdiuadnn
\ ' A & LA &S ' @ o o Q o
cand jucLucd e uduciafio (8Igsnagjnuudtage) (U vrsozAdn, 2007,
S.Monfared, 2017).
IV. 22Qu 1Qy 2Ll
1. azgu
L 4

[ < ey

Gunwdnsdiudrlunzgen 6 Jeuur Somcanduinwoifigdtiaztiu 14.76%,

K]

Q 2o O

2101808003 wnDnwuceligfige fiardiu 25.03%, 9329980018 UHdazmd1y 0.03% —
10.40% way Saminentduudindsamlisdouguidy 3.27%. INnIuhingsunolul)
2932 Yududwndodsucludaoiuiise fiazdu 15 Difference § 1(1) xaznwfiogeu
iuma Multicollinearity diud1d Do udnarms Ini Dnorudrdivnmigge §iAardu 0.05
(Correlation Coefficients) e aawésmﬁ’mﬁ 95%. zunylidivdifiodyusnazys
JRodumgzworsoU %ji"ﬁa"nci‘JiUﬁsjﬁoﬁoﬂjnéogzugzﬁacfmsan.
GunaudngadudinaudeuimogeidnniGud cludJucutuuRonnIofiufiu
Samicandyy tnofgnnwandgudiudy 1 mioy Saldison@uiddiudy 0.013799
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