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Export Success
by James Goyder
Thai exports surged to a record USD 16.26 billion in the month of June. According to figures released by the Commerce Ministry, exports increased by 21.4% in comparison to the same month last year. This is undeniably good news for exporters, particularly those involved in farm and agro-industry products including rice, natural rubber, vegetables and fruits, and frozen and processed chicken which contributed significantly to this statistic with a year on year rise of 51.7% year to USD 2.82 billion in June.
However for the economy as a whole it is more meaningful to put this figure in the context of the trade balance. The balance of trade in June showed a trade surplus of USD 628 million.
This made a considerable impact on figures from the first half of the year when Thailand had a trade deficit of just over USD 1 billion. However, despite this, the trade surplus was down 21.2% from June last year and also showed a significant decrease from the previous month when Thailand enjoyed a trade surplus of approximately USD 1.29 billion.
The drop in the surplus was partly caused by a growth in oil inflated imports but some analysts felt it was indicative of an economic slowdown. While inflated oil prices may have reduced the trade surplus, an increase in the price of commodities has helped to rectify the balance. Thailand, the worlds’ number one rice exporter, is expected to export around ten million tonnes this year. Rice exports in June totalled USD 805 million, up 201.9% from last year, and the price of a tonne of rice has sky rocketed from USD 400 a tonne at the start of 2008 to an unprecedented record high of USD 1,080 per tonne in April. This increase tailed off to around USD 720 per tonne at the time of writing.
Impact
But what do these figures actually mean? Economists are divided as to whether a trade surplus is necessarily a good thing. The US has a permanent trade deficit and has not seen a trade surplus since 1974. This has largely been fuelled by the US economy growing faster than the economies of America's major trading partners, and Americans consequently buying foreign goods at a faster pace than people in other countries are buying American goods. This phenomenon is seen as a serious threat to the success and continued growth of the nation's economy with some seeing it as evidence that that competing states are producing more efficiently, and ultimately more profitably, than the US. However this is partly offset by capital investment from overseas.
While a long term trade deficit may not be desirable, neither is a long running trade surplus as it can place continuous pressure on a country's currency to appreciate which could decrease the competitiveness of future exports and make imports cheaper, thereby hurting domestic production. Earning foreign exchange by exporting is only beneficial to Thailand if these earnings are used efficiently, either to import goods of better quality or lower price than those produced domestically or to import goods the country needs but is not capable of producing, such as new technologies. A long term trade surplus could also have inflationary consequences.
There was some evidence that this might be occurring with the June Consumer Price Index (CPI) a key measure of inflation and one of the most closely watched national economic statistics, up 8.9% from the corresponding month of the previous year, partly due to increased petroleum prices. However while the trade surplus might have fallen from May to June, the economy continued to grow with core inflation rising by 0.9% in the same time period.
One contributor to this boom in Thai exports has been Honda. The Japanese company currently manufactures 15% of its world output in Thailand and recently announced that exports of Honda products manufactured in Thailand had increased 18% in the second quarter of 2008. Honda Exports for the first half of 2008 amounted to THB 55.6 billion (USD 1.7 billion).
Business Gains
Also contributing to export growth has been an increase in demand for goods from new markets such as Indochina, the Middle East and Africa. Key drivers of the increase in Thai trade exports besides rice are computer parts, electronic appliances, automobiles and garments.
Michael Parham is the Network Business Development Manager of East-West Logistics, a Bangkok based freight forwarding company. East-West Logistics exports a number of products from Thailand, including electronics, automotive parts, machinery and perishable cargo such as fresh and frozen chicken as well as live fish, durian, orchids and other flowers. He has witnessed a steady growth in the export industry, “I believe that Thailand is a fantastic hub for industries. It is very well located for shipping and airline routes and has the infrastructure needed to produce. Companies have already set up here and continue to expand, making Thailand ready for future generations of exports.”
While rising oil prices remain a concern, “East-West is facing the issue of rising oil prices, as I believe all other forwarders are, and this has had a direct affect on how people are shipping.  More and more shippers are turning to sea freight.’’ He is still broadly optimistic for the future, “Thailand has set itself up to be a manufacturing hub.  The infrastructure is here and companies will continue to produce, regardless of the political and economic situations.’’
So, in light of all this, what does the future hold for the Thai economy? The Ministry of Commerce has cautiously increased its target of growth for exports in 2008 from 12.5% to 15% while at the same time acknowledging that the market place remains volatile. Exports in the second half of the year may increase naturally due to seasonal demand but could also be affected by fluctuations in the US economy, world inflation and potential interest rate hikes in Europe and Japan.
According to a report by Kasikorn Research, “In the coming months, it is expected that Thai exports and imports will hinge on oil and commodity price movements in the world market. Thai exports will likely be adversely affected by the turmoil in the credit market, which could lead the economy into a prolonged slowdown, while Thai imports of capital goods will depend largely on investments and consumption within the country.”
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