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Abstract

In this paper, we evaluate an effectiveness of monetary policy via central bank communication in the case of
Thailand. A novel statistical technique is proposed for estimating latent policy position based on word frequencies [so-
called ‘Wordfish’, as developed by Slapin and Proksch (2008)]. This method is applied to measure the MPC statements in
Thailand. We consider the effectiveness of central bank communication in three aspects. First, by augmenting our
objective communication indicator with various Taylor-type rule specifications, we find that the policy statements have
additional information value and further improve the predictability of monetary policy even beyond what the forward-
looking Taylor-rule would suggest. Second, the impulse response analysis using Structural Vector Auto Regression
(SVAR) shows that a shock in policy interest rate provides a small impact on long-term interest rates (5- to 10- year
government bond yield). Indeed, MPC statements influence the yields that have maturity exceed 5 years. Finally, the
impact of monetary policy to inflation expectation is then investigated. An increase in policy interest rate can anchored
inflation expectation only for short-term inflation expectation (1-years), while central bank communication can provide

additional effects to long-term inflation expectation (10-years).



