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The objective of this study is to test the effects of real exchange-rate on trade balance 

between the people's republic of China and  greater mekong subregion  countries including 

Cambodia, Laos, Myanmar, Thailand and Vietnam using panel data. The study is conducted by 

analyzing the panel cointegration and fully modified ordinary least square (FMOLS) , using 

secondary data from the first quarter of 2000 to the second quarter of 2009, totally 38 

observations. 

The empirical results show that in the short run, real exchange rate and trade balance 

variables have a correlation between greater mekong subregion  countries and  the people's 

republic of China. Moreover, in the long run, the studies also find the relationship between real 

exchange rate and trade balance, carrying positive correlation in Myanmar, Thailand and Vietnam 

and negative correlation in Laos. But real exchange rate and trade balance variables have no 

correlation in Cambodia. However, in the group effect, the studies also find the relationship 

between real exchange rate and trade balance variables. 


