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Abstract

A Bubble economy means inflated assets prices (i.e., the prices
of real estate or property and stocks.

After the “Plaza Accord" in September 1985, the “G.5"
members (USA, UK, France, West Germany and Japan) agreed to use
monatary policies to adjust the economic imbalance among them. particularly to
rasolve the USA's trade-deficit problems.

The major monetary policy pursuve afiter the “Plaza Accord™ in
1985 was the roduction of exchange rate intervention, Most of the "G.5"
mambaers let their exchange rate move more freely by limiting their central
banks' intervention, It was hoped that the adjustment of exchange rates by the
market force would lead 1o the improvemant of the US trade deficit problam as
the value of the US dollar would depreciate against the countries with trade
supluses with tha USA, (e.g, Japan)

Ag consequence, Japan and othér countnas, laced with curréncy
appreciation, had relocated their industries 1o other areas like the ASEAN's
membars (including Thailand), of which the currencias had been relativaly
wealk and closely fixed to the US dollar.

The above-mentioned process after the "Phaza Accord”. has
activated the Thai economy, resulting mushrooming of the “bubble sectors™ Le,
the properly business and stock market,

The inefficiency in handling the “bubble economy”™ by the
govarnment's macro-economic policies, particularly the monetary and fiscal
policies, led to economic imbalance witnessed by unsustainable growth of
bubble businesses, such as propery, money, and capital markets,

As a result, the Thal economy has been strongly affected afier
the burst of “bubble economy™ in 18997,
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In order to resetile the economy under the speedy globalization,
Thailand should pursue the following policies:

(1) Implementation of fiscal policies aimed at increasing
gconomic balancing ie., the policies towards greater eguily in income
distribution among the Thai mass .

(2) Adoption of monetary policies which will lead to
improvement of the financial sector.

(3) Improvement of the competitiveness of the industrial sector
by development of technology, labor and human resources and managerial
skills, etc.  Promotion of supporting industries should be also emphasized.

(4) Retorm of the govemmental sactor so that It will be more
efficlent In economic crsls management.

(68) Devalopment of agricultural and ralated sectors to be used

as a "bulter" for the Thai economy.
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