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Exchange Rate Pass-Through to Inflation in Laos PDR

The study of the pass-through rate of exchange rates to inflation in the Lao PDR has two
main objectives: to study the overall situation of inflation and exchange rate volatility in the Lao
PDR from 2009 to 2022 and to study the level of pass-through of exchange rates to inflation in the
Lao PDR. The variables used in the study are inflation rate, real exchange rate of kip per dollar,
world market money and exchange rate as quarterly data from 2009 to 2022, 56 quarters, which
are analyzed using the Autoregressive Distributed Lag (ARDL) and Nonlinear Autoregressive
Distributed Lag (NARDL) models. The results of the study found that in the long run, the ARDL
model analysis found that the reference exchange rate was the most important factor that caused
inflation in the Lao PDR. A 1% increase in the reference exchange rate resulted in a 23.56%
increase in the inflation rate. The inflation rate decreased. Later, a 1% decrease in the Kip-US dollar
exchange rate resulted in a 21.64% decrease in the inflation rate. However, the NARDL model
analysis showed that the Kip-US dollar exchange rate was the most important factor that caused
inflation. A 1% depreciation of the Kip-US dollar exchange rate resulted in a 350.19% increase in
the inflation rate. Next, a 1% decrease in the money supply resulted in a 303.63% decrease in the
inflation rate.
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