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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).
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Variables Model A Model (0) Model (1) Model (2) Model (3) Model (4) Model (5)
'res - 2.00 0.539%%  1,359%*% 2. 124%*  [.762%* 1.769*%* 1.488**
(0222) (0365  (0.513)  (0.534)  (0.542)  (0.481)
yfT+g -5.25 0.115%*  0.292* 0.285 0.327* 0.330*  0.383**
0.054)  (0.171)  (0.183)  (0.189)  (0.193)  (0.188)
At 0.775%*  0.987**  1.090**
0.356)  (0.395)  (0.375)
-1 -0.353*%  -0.343*
0205)  (0.193)
T -1.515%%  -1.450%* -1.373%*% -1.774** -1.796%* -2.694** -2 557%%*
(0414)  (0.349)  (0.295)  (0.374)  (0.399)  (0.691)  (0.661)
1) 0.554 -0.009  0.406* 0.142 0.403 -0.339  -0.135
0344)  (0290) (0225  (0273)  (0317)  (0.532)  (0.480)
Communication index
Aciire.s 1.290%* 0.933*%*  (.857* 0.735
(0.605) (0471)  (0482)  (0.480)
Pseudo-R’ 0.058 0.104 0.228 0.368 0.427 0.465 0.409
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Variables Model (0) Model (1) Model (2) Model (3) Model (4) Model (5)
i - 2.00 0.378**  1.759%* 2.067** 1.808** 1.719*%* 1.496%**
(0.111) (0.420) (0.486) (0.519) (0.527) (0.457)
yfT+g -5.25 0.005 0.461**  0.405*%* 0.430** 0.421** 0.494**
(0.059) (0.189) (0.199) (0.189) (0.207) (0.200)
AT* 0.698*  0.899**  1.043*%*
(0.364) (0.406) (0.387)
i1 -0.287  -0.364*
0.212) (0.201)
T -0.729%*  -1.383%* _1.516%** -1.580%** -2.278*%* -2.463%*
(0.245) (0.338) (0.377) (0.396) (0.676) (0.685)
T2 0.890**  0.818** 0.763**  (.893** 0.294 0.219
(0.285) (0.274) (0.305) (0.339) (0.547) (0.495)
Communication index
Aciir3 1.173**  1.115%*  0.934*
(0.487) (0.519) (0.538)
Pseudo-R’ 0.180 0.340 0.425 0.471 0.493 0.453
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Full Sample
200192 - Model A Model (0) Model (1) Model (2) Model (3) Model (4) Model (5)
2011q1l
Ai* = -1 O out 8 2 out 10 2 out 8 4 out 8 4 out 8 5 out 8 5 out 8
(0.00%)  (20.00%) (25.00%) (50.00%) (50.00%) (62.50%) (62.50%)
Ai* =0 17out 17 13 out17 13 out 17 13 out 17 14 out 17 12 out 17 12 out 17
(100.00%) (76.47%) (76.47%) (76.47%) (82.35%) (70.59%) (70.59%)
Ai* =1 8outl5 5S5outl3 10outl15 12out 15 13 outl1l5 15o0utl1l5 13 out 15
(53.33%) (38.46%) (66.67%) (80.00%) (86.67%) (100.00%) (86.67%)
Total 25 out 40 20 out 40 25 out 40 29 out 40 31 out 40 32 out 40 30 out 40

(62.50%)  (50.00%)  (62.50%) (72.50%) " (77.50%)  (80.00%)  (75.00%)

Sub-sample

2004491 - Model A Model (0) Model (1) Model (2) Model (3) Model (4) Model (5)
2011ql

A* = -1 Oout 5 2 out 6 2 out 5 4 out 5 4 out 5 S5out5s S5 out 5
(0.00%)  (33.33%) (40.00%) (80.00%) (80.00%) (100.00%) (100.00%)

Ai* =0 10out 10 7outll 9out 10 9out 10 10out 10 8 out 10 & out 10
(100.00%) (63.64%) (90.00%) (90.00%) (100.00%) (80.00%) (80.00%)

Ai* =1 7outl4 Soutl2 9outld 11outld 12out 14 14 out 14 12 out 14
(50.00%) (41.67%) (64.29%) (78.57%) (85.71%) (100.00%) (85.71%)

Total 17 out 29 14 out 29 20 out 29 24 out 29 26 out 29 27 out 29 25 out 29

(58.62%)  (48.28%) (68.97%) (82.76%) (89.66%)  (93.10%) (86.21%)
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Full Sample
2001q2 - Model (0) Model (1) Model (2) Model (3) Model (4) Model (5)
2011ql
AT* = -1 2 out 10 5 out 8 5 out 8 5 out 8 6 out 8 6 out 8
(20.00%) (62.50%) (62.50%) (62.50%) (75.0%)  (75.0%)
AP* =0 130outl17 14outl7 10out 17 13 out 17 12out 17 12 out 17
(76.47%) (82.35%) (58.82%) (76.47%) (70.59%) (70.59%)
AI* =1 Sout 13 8outl5 13outl5 13 out 15 14o0ut 15 11 out 15
(38.46%) (53.33%) (86.67%) (86.67%) (93.33%) (73.33%)
Total 20 out 40 27 out 40 28 out 40 31 out 40 32 out 40 29 out 40

(50.00%) (67.50%) (70.00%) (82.35%) (80.00%) (72.50%)

Sub-sample

2004ql - Model (0) Model (1) Model (2) Model (3) Model (4) Model (5)
2011ql
AT* = -1 2 out 6 4 out 5 4 out 5 4 out 5 5 out 5 S out 5
(33.33%)  (80.00%) (80.00%) (80.00%) (100.00%) (100.00%)
AP* =0 8outll 8outl0 6o0utl0 9outl0 7outl0 7outlO
(72.73%)  (80.00%) (60.00%) (90.00%) (70.00%)  (70.00%)
AI* =1 Sout 12 8out 14 12out 14 12 out 14 13 out 14 11 out 14
(41.67%) (57.14%) (85.71%) (85.71%) (92.86%) (78.57%)
Total 15 out 29 20 out 29 22 out 29 25 out 29 25 out 29 23 out 29

(51.72%)  (68.97%) (75.86%) (86.21%) (86.21%)  (79.31%)
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