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Academic Paper

Strong Baht Weak Yen: Will Japanese Investors Really not

Invest in Thailand?: From an Economic Perspective

Peera Charoenporn*

Faculty of Economics, Thammasat University

Abstract

This study explains the impact of the Thai baht appreciation on foreign direct
investment (FDI) from Japan by applying economics. The study finds that exchange rates
can have either a positive or negative impact on the investment project. Therefore, FDI from
Japan increases despite the baht appreciating. This is because exchange rate has less impact
on international trade under current global production network and the product fragmentation
phenomenon in East Asia. Moreover, aside from investment costs changed by exchange rates,
multinational corporations look at market opportunities and production efficiency when making
a decision on FDI. Thailand has strong industrial clusters, good geographical location, and
is able to export intermediate goods. Japanese FDI in Thailand, then, fits well with ASEAN
economic growth. Finally, the study shows that using a weak exchange rate to promote FDI
always works well, and proposes some related policies to promote the adjustment of Thai

manufacturers to the current situation.

Keywords: Thai Baht appreciation, exchange rates, Abenomics, exports,
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