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Abstract

The outset of the subprime crisis in
February 2007 has brought economic turmoil to
the US so as other countries, including Thailand.
This paper shows how the subprime mortgage
problem can be amplified and transmitted to the
US financial and real sectors. Importantly,
propagation channels and possible impact to the
Thai economy will be explored. We found that
transmission of the US subprime crisis to the
Thai economy will exhibit in three channels,
namely, financial sector, capital market and
international trade. The paper finds that diffusion
of the crisis to Thailand through domestic banking
sector will be limited. This is because Thai
financial institutions have been conservative and
adopting strict regulations for their investment
and lending after the Asian economic meltdown
in 1997. In contrast, it has been shown that the
capital market and international trade channels
will play major roles. High exposures of
international trade and strong capital market
linkages with the rest of the world will lead
Thailand affected by the subprime crisis.
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