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External sector: Analysis and Policy Response
 Balance of Payment Analysis

 Development of Balance of Payments 
and Economic Performance

 BOT’s Experience on Monitoring and 
Managing Capital Flows
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External Sector Analysis

I. Balance of Payments (BOP) is a statistical statement that summarizes transaction between 
residents (R) and non-resident (NR) for a specific time period. [BPM6 Para. 2.12]

II. International Investment Position (IIP) is a statistical statement that show at a point in time 
the value of: financial assets of residents that are claims on non-residents and liabilities of 
residents to non-residents.  [BPM6 Para. 2.8]

III. External Debt is the outstanding amount of those actual current and not contigent, liabilities 
that require payments of principal and/or interest by the debtor at some point in the future 
and that are owed to non-residents by residents of an economy. [EDS Guide Para. 2.8]
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External Sector Statistic



• Balance of payments (BOP) is a statistical statement that summarizes transaction between residents (R) and 
non-resident (NR) during a period. 

• Residents are an institutional unit in an economic territory when there exists, within the economic territory, 
dwelling, place of production, or other premises on which or from which the unit engages and intends to 
continue engaging, in economic activities and transactions on a significant scale for one year or more in a 
territory or intending to do so is sufficient to qualify as having a principal dwelling there.

• Economic transactions include all transactions which have change of economic Ownership
• BOP consists of (1) current account, (2) capital account and (3) financial account the goods and services 
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Balance of Payments

1.Current Account
“Change economic ownership”

• Trade in Goods
• Trade in Services
• Incomes and Transfers

2. Capital and Financial Accounts
“Claim on asset and/or liability”

• Direct Investment
• Portfolio Investment
• Loans
• Other Investments

Balance of Payments
Balance of Payments



 Export
 Import
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Current Account

Goods

 Tourism
 Transportation
 Royalty
 Technical

Services etc.

Services

 Compensation
 Investment

income
o profit
o interest
o dividend

Primary Income

 Transfer
 Others

Secondary Income

Net services, Primary Income and Secondary IncomeTrade balance 

Current Account
“flows of goods, services, primary income, and secondary income between residents and nonresidents”
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 net acquisition and disposal of financial assets and liabilities 
between residents and nonresidents

 credit and debit entries for 
nonproduced nonfinancial assets 
(both tangible and intangible 
assets) and capital transfers 
between residents and 
nonresidents

6

Capital and Financial Account

Financial AccountCapital Account

Capital and Financial Account

1. Direct Investment

2. Portfolio Investment

4. Other Investment
- Loans
- Currency and deposits
- Trade ctredit

3. Financial Derivatives and Employee Stock Options



I. Balance of payments surplus will increase 
international reserve only when central bank 
enter to buy foreign currencies in financial 
market (Under managed  floating FX regime)

II. Valuation change and mark-to-market returns 
from foreign reserve management. 
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The Relationship betwee International Reserves and Balance of Payments

 Reserve  =  BOP +   Valuation Change  +  Mark-to-Market + Others

International reserves readily available to and 
controlled by monetary authorities 

I. for meeting balance of payments financing 
needs, 

II. for intervention in exchange markets to affect 
the currency exchange rate, 

III. for maintaining confidence in the currency 
and the economy,

IV. for underlying banknotes printing and 
issuances.

Source of International Reserve SurgePurpose of International Reserve

Balance of Payments and International Reserve
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Recent Developments of Balance of Payments in Thailand

ASEAN Financial Crisis Global Financial Crisis

Thailand’s Balance of Payments and Gross International Reserve

Foreign loans 

Foreign Direct Investment 

Foreign Portfolio Investment 
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Thailand’s Current Account Dynamic

1. Current Account
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1.1 Trade Balance: Export

Asian Export Growth
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1.1 Trade Balance: Export



Export Leading Indicators
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(2000-2010)
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Cross 
correlation
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1.1 Trade Balance: Export
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1.2 Net service incomes and transfers

Development of Net Service Income and Transfers
Mn USD
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Index of tourist numbers by origin
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Detailed forecasts in Monetary Policy Report June 2015

Note: E = projected
* Outturn ** BPM6 definition and Ministry of Commerce’s new database
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(%YoY) 2014* 2015E 2016E

GDP Growth 0.9 3.0 4.1

- Private Consumption 0.6 2.0 3.1

- Private Investment -2.0 2.7 6.3

- Government Consumption 1.7 3.3 3.5

- Public Investment -4.9 16.3 6.0

- Exports of Goods and Services 0.0 2.2 3.6

- Imports of Goods and Services -5.4 2.7 4.3

Current Account Balance (Billion USD)** 14.2 19.5 8.3

- Value of merchandise exports** -0.3 -1.5 2.5

- Value of merchandise imports** -8.5 -2.4 7.6

Current Account Forecasting
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Note: P = Prelimination E=Expected
Source:  Bank of Thailand
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Non-Resident Net Purchases of Equity Securities 

Source: AMRO REGIONAL ECONOMIC MONITORING REPORT, June 2015 
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External Debt
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Policy Measures to Manage Capital Flows in Thailand

Policy responses Thailand

1. Flexible Exchange rate As a price mechanism (automatic stabiliser) in the short term and as an 
important price signal and catalyst for structural change in  the long term. 

2. Exchange Rate Market Intervention To curb extreme FX movements due to any unusual circumstances of market 
dysfunction or economic misalignment. 

3. Capital Account Liberalisation (CAL) To reduce home bias and encourage more balanced capital flows.

4. Capital Flow Management Measures 
(CFMs)

To curb extreme capital flows which may harm the economy.

Macroprudential instruments were used more extensively by EMEs than AEs 
due to EMEs’ less developed financial markets and bank dominated financial sector
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Capital Flows Managing in Thailand



Cost of FX intervention 

Delaying the devlopment of 
economic structure 

Private sector relies on exchange 
rate policy instead of exphasizing on 

quality improvement  

One-way speculation 

Central bank’s loss on financial 
staement  

FX Intervention and Cost to Economy
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I. Exchange Rate Market Intervention
Capital Flows Managing in Thailand
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Source: Compiled by Bank of Thailand
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II. Capital Flow Management Measures
Capital Flows Managing in Thailand

In 2006, the baht appreciated sharply and continually against other currencies 
despite Thailand’s lower economic growth rate.

Year-to-date appreciation
at 15 Dec 2006
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Thailand’s Unremunerated Reserve Requirement (URR)
18 December 2006,

 The 30 percent reserve requirement on short-term capital inflows was introduced.

 Financial institutions were required to withheld 30% of currencies purchased against THB exceeding 
$20,000. The amount withheld was be refunded after 1 year upon proof. 

 If the fund were transferred abroad within 1 year, only two-thirds of the amount withhold could be 
refunded.

 Exceptions were those related to goods and services, repatriation of investment by Thai national 
abroad. FDI  was also exempted with legitimate proof.

19 December 2006, 

 Controls on stock market investment were lifted.

March 2008

 The controls were ultimately lifted in.
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II. Capital Flow Management Measures
Capital Flows Managing in Thailand



0.6

0.8

1.0

1.2

1.4

1.6

2005 2006 2007 2008 2009 2010 2011

Indonesia Korea Taiwan Singapore

Philippines India Malaysia Thailand

Lessons learned from Thailand’s URR: Capital movement

The benefits may be short-lived

Sources: Bloomberg, BOT calculations

Index
Regional FX since 2005

Appreciation

29

II. Capital Flow Management Measures
Capital Flows Managing in Thailand
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Lessons learned from Thailand’s URR: 
“sand-in-the-wheel” capital controls can have a lasting adverse impact.

II. Capital Flow Management Measures
Capital Flows Managing in Thailand
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• Stop the momentum of one way speculation on 
baht and reduce baht appreciation pressure to 
move closely with regional currency trend. 

• Reduce the effect of baht appreciation to the real 
export sector and provide time for entrepreneur 
for adjusting to baht appreciation. 

• Policy uncertainty has affected confidence and 
sentiment of international investors

• The structure of FX market was distorted

• Delay the development of the financial market

“In the long run, the benefit has reduced while the cost has increased overtime”
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Lessons learned from Thailand’s URR: Cost-Benefit Analysis
II. Capital Flow Management Measures

Capital Flows Managing in Thailand

Benefit Cost



Capital account liberalization
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Inflows (Free)

III. Capital Account Liberlization (CAL)
Capital Flows Managing in Thailand
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III. Capital Account Liberlization (CAL)
Capital Flows Managing in Thailand



• Facilitating Thai residents for investing  
oversea and operating risk management at a  
lower cost

• Balancing capital flow movement (both inflow 
& outflow) and International Investment  
Position (IIP)

• Increasing effectiveness & development in 
financial market & F/X market

• Exchange rate moves in line with market 
mechanism 
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Objectives
• Capital Outflows Liberalization

• Streamlined Rules and Regulations

Capital Account Liberalization (CAL)
III. Capital Account Liberlization (CAL)

Capital Flows Managing in Thailand

Method



III. Capital Account Liberlization (CAL)
Capital Flows Managing in Thailand
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III. Capital Account Liberlization (CAL)
Capital Flows Managing in Thailand



38


