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ABSTRACT

The objectives of this study, “The Role of RMB in International Trade Between Thailand
and the People’s republic of China,” are: 1) to study the patterns and the changes of cross-border
trade settlement between Thailand and China; 2) to analyze the factors affecting Thailand and
China Enterprises’ choice for trade settlement transactions; and 3) to study problems and
obstructions of payment system and to provide policy recommendations.

Before Chinese government launched the pilot program of cross-border RMB trade
settlement (before July 2009), trade transactions between Thai and Chinese Enterprises were
mostly settled in US dollar. Although more and more international businesses involved with
China are already doing business in RMB after 2009 but the Chinese currency is used far less
internationally compared to US currency.

From the results of this study, our survey on Thai enterprises shows that the use of RMB
for cross-border trade settlement transaction with Chinese trade partners is more likely to increase
in the future if settlement between RMB and Thai baht is more flexible, good environment and
low transaction cost like using US dollar. In addition, Thai enterprises will choose RMB for trade
settlement as the first priority; the next choice is USD, Thai Baht, Japanese Yen and Euro
currency respectively. The factors that affect the decision include confidence, safety (exchange

rate risk), liquidity, fast settlement, and low transaction cost.



The policy recommendation from this study include; 1) Encourage the cooperation
between the Bank of Thailand and People’s Bank of China, Thai commercial bank, and related
organizations in order to accelerate the promotion for Thailand and China's enterprises in using
local currencies (RMB/THB) for cross-border trade settlement which help enterprises to
understand and gain confidence in using RMB currency for trade settlement transactions.
2) Improve related regulations such as relax regulation regarding bringing Thai Baht cash out of
the country in terms of the amount of money and also expand to other countries such as southern
china as a major cross-border trade partner through custom houses in Chiang Rai province.

In conclusion, the benefit for Thai and Chinese enterprises in using local currency for
trade settlement are to reduce exchange rate risk, to negotiate the price, to increase network
opportunities in China, such as sourcing new partners, especially small and medium enterprises

and to reduce the exchange rate conversion cost.



