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Overview

General information Most important sectors (2009)
Capital:         Bangkok Services:             45 % (tourism)  
Government type:  Constitutional monarchy Industry:             43 % (electronics, textile, automotive) 
Currency:              Baht (THB)                         Agriculture:        12 % (rice, rubber)
Population:           67.0 million
Status:  Lower middle income country  
  (GDP/capita: US$ 4,712 in 2010)

Main import sources (2009, % of total) Main export markets (2009, % of total)
Japan: 18.7 %  USA:  10.9 % 
China:  12.7 %                                          China: 10.6 %
Malaysia: 6.4 %                                                Japan:  10.3 %
USA: 6.3 %  Hong Kong:  6.2 %  

Main expenses of foreign exchange  

Capital goods (47 %), intermediate goods (27 %), fuel (11 %)

Main sources of foreign exchange
  
Exports of manufactures (86 % of exports, of which electronics 28 % and textiles 6 %), agricultural and fishery 
products (10 %), vehicles (6 %)

2007 2008 2009 2010 2011**

GDP (US$ million) 246,053 272,428 263,979 318,093 358,365

Real GDP growth (%) 4.9 2.5 -2.2 7.0 4.0

GDP per capita (US$) 3,743 4,108 3,940 4,712 5,255

Inflation p.a. (%) 2.2 5.0 -0.9 3.3 1.7

Fiscal balance (% of GDP) 0.2 -1.1 -4.4 -2.2 -3.4

Total foreign debt (US$ million) 63,067 64,798 70,407 80,427 82,767

Foreign debt/GDP (%) 26 24 27 25 23

Foreign debt/XGS (%) 34 30 38 35 32

Short-term debt/inter. reserves (%) 25 22 20 21 19

Debt service ratio (%) 8 8 7 6 6

Current account balance (US$ m.) 14,041 1,207 20,257 17,832 26,606

Current account/GDP (%) 5.7 0.4 7.7 5.6 7.4

Nom. exchange rate to US$ (average) 34.5 33.3 34.3 31.7 30.0

International reserves (US$ million) 85,221 108,661 135,483 161,211 183,584

In months of merchandise imports 7.3 7.3 12.2 10.9 11.8
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Key indicators

*estimate  ** forecast    Source: Economist Intelligence Unit (EIU), International Monetary Fund (IMF)

*



Political situation: Unstable

Head of state:   King Bhumibol Adulyadej
Head of government: Prime Minister Abhisit Vejjajiva (since December 2008)
Form of government: Coalition government led by the Democrat party

Internal situation 

There is ongoing domestic conflict, caused mainly by the sharp political, economic and cultural divide between the 
rural and urban poor, who supported former prime minister Thaksin and are today represented by the United Front 
for Democracy against Dictatorship (UDD, popularly known as “red shirts”) and the Bangkok upper and middle 
class, represented by the ruling Democrat Party (DP). This urban establishment enjoys the support of the army, the 
judiciary and no doubt the royal family. 

The restoration of democratic rule in December 2007, after more than a year of a military-appointed government, 
has not brought the hoped for political stability. The successor to former prime minister Thaksin’s Thai Rak Thai par-
ty, the People Power Party (PPP), won the elections and established a coalition government of six parties. But the 
opposition People’s Alliance for Democracy (PAD), representing the upper and middle class, initiated mass protests 
against the government, culminating in violent clashes at the end 2008. 

In early December 2008, Thailand’s constitutional court disbanded the PPP and two other parties and banned the 
PPP´s executive team from political office on corruption (vote buying) charges, forcing prime minister Somchai to 
resign. In the same month, the opposition Democrat Party (DP) succeeded in forming a new coalition government 
including defecting former members of the PPP. On 15 December 2008 DP leader Abhisit Vejjajiva was elected 
prime minister. 

However, this in turn triggered mass protests by the UDD, who called for the resignation of the government and a 
restoration of the former administration, claiming that Abhisit’s coalition came to power undemocratically. Following 
violent clashes between the demonstrators and the police and army, the UDD finally called an end to protests in 
April 2009, but sporadic rallies continued to flare up.  

The situation deteriorated sharply in March 2010 when the UDD red shirts organised mass protests in Bangkok to 
force the government into dissolution and call for early elections. The conflict escalated in the following weeks, 
when the protesters seized the governmental and business districts, triggering violent clashes with the security 
forces. Meanwhile the Thai government declared a state of emergency in Bangkok and several provinces. After 
negotiations had failed, the army and police forces finally stormed the red shirts´ camp on the 19 May and forced 
them to surrender. Altogether, about 90 people were killed and 1,400 injured during the protests. In the aftermath, 
several small bombs exploded in Bangkok, and on 19 September and 19 November large red shirts´ demonstrations 
took place in Bangkok, this time passing peacefully. 

International relations

Relations with Cambodia deteriorated in 2008 because of a border dispute over the Preah Vihear Temple, which led 
to several border skirmishes. The relationship reached an all-time low in early November 2009 when the Cambodi-
an government announced the appointment of former premier Thaksin as a special economic advisor and refused 
Thailand’s requests for an extradition (Thaksin is charged with corruption by the Thai Supreme Court). Bangkok 
reacted by withdrawing its ambassador from Phnom Penh. Tensions have eased somewhat in the meantime, but a 
renewed escalation cannot be ruled out. 
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Internal economic situation: Very strong recovery

General situation  

With a largely export-driven economy (mainly electrical appliances, automotive parts, machinery), the country has 
been badly hit by the general downturn in global demand, and by the recession in its key trading partners: the US 
and Japan. Growth contracted by 2.2 % in 2009 as, besides the global economic crisis, the persistent political insta-
bility damaged consumer confidence, foreign direct investment and the all-important tourism industry.

However, the economy rebounded strongly in 2010, with GDP growth of 12 % year-on-year in Q1 and 9.1 % in Q2, 
due mainly to booming exports (especially cars and electronics), but also a surge in private investment and con-
sumption. In the second quarter, tourism and domestic demand weren’t as badly affected by the political unrest as 
had previously been expected, and the surge in exports also countered any impact. After a 13 % decrease in tourist 
arrivals in May, due to the riots in Bangkok, the number of tourists recovered soon afterwards. According to the 
Commerce Ministry, exports increased 32.6 % year-on-year between January and August  while imports rose 47.9 %. 

Overseas sales are expected to slow down in the latter part of the year, as global demand cools down and the appre-
ciation of the baht against the US$ undermines the competitiveness of Thai exports. In Q3 of 2010 growth already 
slowed to 6.7 % year-on-year (-0.2 % on the previous quarter) as exports and agriculture output declined, however, 
GDP growth will increase 7 % overall this year. Severe floods have damaged agricultural land in autumn 2010, which 
could negatively affect the growth rate.

Inflation increased in the first half of 2010, fuelled by the strong economic performance, but slowed in August and 
September 2010 due to government subsidies (e.g. for energy costs and transportation) and as a stronger baht tem-
pered import prices. For the whole of 2010, consumer prices are expected to increase to 3.3 % year-on year.

The health of the banking sector has improved significantly. According to the Bank of Thailand, gross non-perfor-
ming loans by the banks decreased to 4.2 % of total loans in Q3.
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Economic policy 

Like many other countries, Thailand has implemented expansionary fiscal and monetary policies to counter the 
economic crisis. In January 2009, the parliament introduced a US$ 3.35 billion stimulus package aimed at boos-
ting the economy. Consumer spending should be stimulated by cash handouts for low earners, tax cuts, loans for 
education and subsidies for transport and utilities. An additional stimulus package of US$ 42 billion was launched in 
July 2009, designed to generate employment and income through public investment (infrastructure projects, public 
health, school and hospital projects) over the next three years. This expansionary fiscal policy drove the fiscal deficit 
to 4.4 of GDP in 2009. Due to the strong economic rebound the budget deficit is expected to decrease to 2.2 % of 
GDP this year.  

As inflationary pressures increased, due to the strong economic performance in the first half of 2010, the central 
bank raised the benchmark interest rate in July and August to 1.75 % per annum, the first increase in almost two 
years. A further increase to 2 % was decided 1st of December, an indication that the Bank of Thailand views inflati-
on as a bigger problem than slowing growth.

The baht exchange rate has been steadily rising this year, due to the good economic performance and interest rate 
increases, which triggered an increase in capital inflows. Between January and November the baht appreciated 11 % 
against the US$, to its highest level for 13 years. This has raised concerns in government and from exporters that a 
persistently stronger baht will hurt Thailand’s export competiveness. In order to alleviate the appreciation pressure 
on the baht the Central Bank relaxed restrictions on capital outflows in October, allowing companies to invest and 
lend more abroad and increase the ease of repatriating overseas earnings. Additionally, the government removed a 
15 % tax exemption for non-resident investors on income from domestic bonds, with the aim of curbing the inflow 
of foreign investment, also in order to prevent asset bubbles. 

Structural economic weaknesses

In Thailand, corruption is widespread, but there is little evidence that this prevents businesses making timely pay-
ments, and there is less bureaucracy and labour market regulation than in most Southeast Asian countries.

Energy situation

Thailand is a significant net oil importer, although domestic oil (ca. 27 % of consumption) and natural gas produc-
tion is growing.
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Foreign debt 

Level: Low, 25 % of GDP and 35 % of exports of goods and services (XGS) in 2010
Structure: Reasonable, 32 % short-term debt in 2010
Debt service ratio: Low (6 %), but higher when short-term debt is included (19 %)

Remarks:  
Thailand’s liquidity remains good because of its structural low foreign debt and sufficient foreign exchange reserves. 

Balance of payments 

Trade balance: Large surplus
Current account: Large surplus of 5.6 % in 2010
Capital account: Surplus
Total account: Positive

International reserves 

In months of imports (cif): Excellent: 10.9 months of import cover in 2010

23

External economic situation: Low foreign debt and current account surplus

7.7 7.4
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Outlook: Political situation remains fragile

Political situation  

The political situation will remain unstable and extremely polarised. Until prime minister Abhisit can lend his gov-
ernment an air of legitimacy through democratic elections, continued sporadic protests can be expected.
 
End of November the constitutional court dismissed charges of electoral campaign finance fraud against Abhisit´s 
Democrat Party. If found guilty, the party could have faced dissolution and the prime minister could have lost his 
office. This has reduced political uncertainty somewhat, as a verdict of guilty would have plunged Thailand into 
political turmoil, with an unstable leadership and early elections likely. However, the verdict may fuel discontent 
among the opposition, and the Democrat Party still faces charges of election fraud in a second case. The poor 
health of the highly popular king Bhumipol, aged 83, is a cause for concern, as the king‘s authority is a cornerstone 
of political stability in Thailand.

Economic situation  

After this year’s strong economic performance, GDP growth is forecast to slow to 4 % in 2011, as Thai exports will 
be affected by a decrease in global growth, especially since the recovery of the US and Japan remains fragile and 
China’s growth will cool down. Domestic demand is expected to be a main driver of growth, but any deterioration in 
the political situation could weaken consumers´ and investors´ confidence. 

The budget deficit is expected to rise to a still acceptable 3.4 % of GDP. Thailand‘s sovereign payment capacity is 
guaranteed by a manageable foreign debt level and more than adequate foreign reserves.

Like other Asian currencies, the baht will remain under appreciation pressure, as the recent US Federal Reserve deci-
sion to start another round of quantitative easing will probably decrease the yields on American assets, driving more 
short-term investment capital to emerging markets like Thailand. A further baht appreciation would hurt exports. 
Therefore further capital control measures taken by Thai authorities to tighten currency volatility cannot be ruled 
out. 

While macroeconomic policies are prudent, more structural reform efforts are necessary, especially a liberalisation of 
the electricity and communications sectors, and an improvement of infrastructure and education.
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