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Over the past years, PRC-funded enterprises have 

accelerated their expansion into the Southeast Asian 

market, forming two representative ñgoing-globalò routes.  

 

The first route is Singapore-centric: most PRC-funded 

enterprises take Singapore as the first stop in their 

globalization journey, establish the capital vehicle in 

Singapore, and then deploy investment funds globally 

through Singapore as a hub.  

 

The second route is Thailand-centric: leveraging 

Thailandôs unique geographic position, comparatively low 

overall operating costs, and relatively friendly trade and 

market-access environment vis-à-vis Europe and the 

United States, a large number of manufacturing and 

technology ñtransitò PRC enterprises have established 

Thailand as a manufacturing/processing base and a 

technology transit platform.  

 

This paper will focus on two core practical issues: (i) why 

PRC-funded enterprises prioritize Singapore and Thailand 

when going abroad; and (ii) after landing in these two 

jurisdictions, what investment structures, tax planning 

approaches, and customs/trade operational models are 

available, as well as the corresponding compliance risks. 

Preface 

Click here to see 

Chinese version 

http://www.wts.cn/wp-content/uploads/2026/08/Chinese-go-global-Investment-in-Singapore-and-Thailand-CN.pdf
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his section skips complex tax-rate calculation formulas and prioritizes addressing 

foundational issues that onshore investors frequently overlook: the mainstream 

landing pathways for PRC-funded enterprises entering the Singapore and Thailand 

markets; the core inbound foreign direct investment (FDI) flows and key trade counterparties 

of both jurisdictions; and the types of landing vehicles suitable for PRC enterprises in different 

industries. 
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Sources of Singaporeôs FDI and key trade partners 

 

From the perspective of source economies of inbound FDI, the 

top five contributors to Singaporeôs inbound FDI inflows in 2023 

were, in order: United States, Netherlands, Mainland China, 

Japan and Hong Kong. From the perspective of total 

merchandise trade, Singaporeôs three top five trade 

counterparties in 2023 were Mainland China, United States, and 

Malaysia. Collectively, ASEAN is Singaporeôs largest trading 

partner. Many PRC-funded enterprises use Singapore as a 

cross-border capital transit and regional coordination hub rather 

than as a jurisdiction for substantive manufacturing and 

operating activities; such a business model is highly aligned with 

Singaporeôs policy framework. 

 

Five drivers for PRC enterprises to choose 

Singapore 

 
First, the overall tax system is highly tax-efficient. Singaporeôs 

standard corporate income tax rate is 17%. With various targeted 

tax incentive schemes, the effective tax rate can be reduced to 

15%, 10%, or even 5%. There is no capital gains tax, although 

gains that are revenue in nature remain taxable as income, and 

certain foreign-sourced disposal gains received in Singapore by 

entities of multinational groups without adequate economic 

substance in Singapore are taxable under section 10L of the 

Income Tax Act 1947 with effect from 1 January 2024. Dividends 

distributed by a Singapore-resident company to its offshore 

parent company are not subject to dividend withholding tax. In 

addition, the Foreign-Sourced Income Exemption (ñFSIEò) can 

exempt offshore dividend income from tax, provided that three 

basic conditions are met. 

  

Second, the trade regulatory environment is relaxed and 

business-friendly. Import and excise duties are levied on only a 

narrow range of goods (intoxicating liquors, tobacco products, 

motor vehicles and petroleum products); goods and services tax 

(currently 9%) is, however, generally payable on imported goods, 

unless a relief or suspension applies (e.g., transshipment 

through the free trade zones or importation under the Major 

Exporter Scheme). For most categories of goods, import and 

export activities do not require separate import/export licenses, 

resulting in a low administrative threshold for cross-border cargo 

flowsðwell suited for regional entrepôt trade and distribution 

business layouts. 

 

Third, the supporting tax incentive framework for funds and 

family offices is well-developed. Singapore has established a 

complete tax incentive framework covering offshore investment 

funds and family wealth management vehicles. The core policies 

include three fund tax exemption schemes, Section 13D, Section 

13O and Section 13U (the ñ13D/13O/13Uò schemes), which 

attract global family offices and cross-border private investment 

institutions to establish presence in Singapore, and are also a 

core choice for domestic high-net-worth individuals and listed 

private enterprises to build offshore wealth structures. 

 

FDI landscape and key 

considerations for PRC 

enterprises 

Singapore 
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Fourth, the network of international tax and trade treaties is 

comprehensive. Singapore has signed nearly 100 Double 

Taxation Avoidance Agreements / Double Tax Agreements 

(ñDTAò), and has also entered into 27 Free Trade 

Agreements (ñFTAò). This can significantly reduce tax costs 

at the outbound stage for cross-border dividends, interest, 

and royalties, and open up tax-efficient channels for regional 

trade in goods and cross-border fund flows. 

  

Fifth, the geopolitical and legal-political environment is stable 

and neutral. Singapore is internationally recognized as a 

rules-based, neutral judicial jurisdiction with a clear and 

stable legal system. It has long maintained stable trade and 

diplomatic relations with Europe and the United States. Its 

cross-border investment policies are highly consistent and 

continuous, substantially reducing investment risks arising 

from geopolitical policy changes. 

 

Three main vehicles and fund flow patterns used by PRC enterprises in 

Singapore 
 

Most PRC clients establish a regional 

international investment headquarters 

platform in Singapore, which serves as the 

core cross-border capital transit vehicle. 

Funds are then re-deployed from the 

Singapore vehicle into various Southeast 

Asian countries and other overseas markets 

globallyðthis is Singaporeôs most essential 

functional positioning. 

 

In addition to regional investment holding 

platforms, many manufacturing supporting 

enterprises set up Singapore as a regional 

trade transit platform: factories are 

established in Malaysia and Thailand, and a 

Singapore trading entity purchases finished 

products from the manufacturing entities and 

then distributes them to global end 

customers or intra-group affiliated 

distribution companies, thereby completing 

regional supply chain coordination. 

 

At the level of the enterpriseôs ultimate 

controller(s) and family shareholders, 

Singapore offers a well-developed wealth 

management policy environment. Domestic 

entrepreneurs can rely on local policies to 

establish a family office and personal 

offshore investment platforms, and 

simultaneously set up an offshore trust 

structure to achieve family asset ring-fencing 

and intergenerational wealth succession 

planning. 
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Sources of Thailandôs FDI and merchandise trade 

counterparties 

 

Based on project application data from the Thailand Board of 

Investment (ñBOIò), Thailandôs top five sources of inbound 

foreign investment are, in order: Singapore, Hong Kong (China), 

Mainland China, the United Kingdom, and Japan. This ranking is 

somewhat misleading: a significant portion of investment capital 

originating from Mainland China is routed into Thailand via 

Singapore and Hong Kong (China). After stripping out such 

transit structures, Mainland China is Thailandôs actual largest 

source of foreign investment. From a merchandise trade 

perspective, China is Thailandôs largest trading partner, and 

bilateral trade far exceeds that with the United States, Japan, 

Taiwan (China), Malaysia and other counterparties.   

 

Key regions for PRC enterprises investing in 

Thailand (three core provinces of the Eastern 

Economic Corridor - ñEECò) 

 

Thailandôs inbound foreign investment is highly concentrated in 

the Eastern Economic Corridor (EEC). The EEC covers three 

core provinces along the Gulf of Thailand. Each province has a 

distinct industrial positioning and differentiated supporting 

industrial estates and port/logistics resources, making them 

suitable for PRC enterprises in different sectors to establish 

production bases.  

 

FDI landscape and PRC 

enterprisesô key regions 

and core sectors 

 

Thailand 
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First, Rayong: Key industries include new energy 

vehicle (NEV) assembly, power batteries, auto 

parts, chemicals, and industrial real estate. It is 

supported by deep-sea port and logistics corridors 

such as Map Ta Phut Port and Laem Chabang Port. 

Core industrial estates include Thai-Chinese 

Rayong Industrial Zone, Amata City Rayong 

Industrial Estate, WHA Eastern Seaboard Industrial 

Estate 4, WHA Rayong Industrial Estate, and Map 

Ta Phut Industrial Estate. This is a core site-

selection area for Chinese NEV manufacturers 

going abroad; BYD and Great Wall Motor have 

established overseas vehicle plants here. 

 

Second, Chon Buri: Focused on automotive and electronics manufacturing clusters. 

Leveraging Laem Chabang Port as a regional logistics hub, the industrial estates are close to 

Bangkok, Pattaya, and U-Tapao Airport. Core industrial estates include Amata City Chonburi 

Industrial Estate, Pinthong Industrial Estate, and Laem Chabang Industrial Estate. Traditional 

automotive (such as MG) and consumer electronics manufacturers have concentrated here. 

 

Third, Chachoengsao: Positioned for industrial 

expansion land supply, regional logistics 

distribution, agricultural product processing, and 

light manufacturing. Its road network connects 

Bangkok with the entire EEC region. Core 

industrial estates include Gateway City Industrial 

Estate, Chachoengsao Blue Tech Industrial 

Estate, FD Industrial Park, and Green Park 

Industrial Estate. Land costs are relatively lower, 

making it suitable for lightweight manufacturing 

and warehousing/logistics projects. 

 

Enterprises landing in Thailand generally 

prioritize standardized industrial estates. 

Such estates have completed 

infrastructure and utility setup, with water, 

electricity, steam, warehousing, and other 

production supporting facilities fully in 

place. Companies are not required to 

separately handle complex construction 

permits.  

 

Compared with building from scratch on 

new land (greenfield investment), 

investing in existing factory facilities within 

industrial estates (brownfield investment) 

achieves higher landing efficiency. Even if 

an enterprise chooses a more remote 

area for land-cost considerations, 

standardized industrial estates are 

available across Thailand and can 

similarly benefit from supporting 

infrastructure policy dividends. 
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Core industry tracks for PRC enterprises 

investing in Thailand 
 

Thailandôs industrial system is diversified and has a mature 

pool of industrial workers. The core sectors attracting 

foreign investment can be divided into four major segments:  

 

i) Automobiles and new energy electric vehicles, which 

have been a pillar sector for foreign investment over 

the past 30 yearsðcurrently, growth in the new energy 

electric vehicle segment is entirely driven by PRC 

enterprises, with continued landing by OEMs, batteries, 

and parts suppliers;  

ii) Electronics manufacturing, with a complete upstream 

and downstream supply chain, undertaking global 

orders for consumer electronics and electronic 

component processing;  

iii) Agricultural products and food processing, with mature 

local supply chains, attracting foreign investment into 

food processing machinery/equipment manufacturing 

and import-export processing projects; and  

iv) Supporting services, including machinery 

manufacturing, logistics warehousing, data centers, 

and R&D of automation equipment.   

 

Thailandôs core competitive advantages in 

hosting PRC manufacturing plants  

 

First, superior maturity of cross-border logistics 

infrastructure. Thailand has a well-developed cluster of 

deep-sea ports along the Gulf of Thailand, enabling 

convenient transshipment to the Indian market. Its 

nationwide high-grade highway network has 

comprehensive coverage, and its rail system is 

continuously upgrading. Domestic cargo transshipment is 

significantly efficient, and supply chain stability is strong. 

 

Second, a mature and stable macroeconomic 

environment. Thailandôs industrialization cycle is longer 

and its economic system has strong resilience. Even with 

periodic domestic political fluctuations, there has been no 

substantive impact on foreign investment or import-export 

trade over decades, and policy continuity is stable. 

 

Third, neutral geopolitics and lower geopolitical risk. 

Thailand has long maintained a neutral diplomatic stance 

amid ChinaïU.S. and RussiaïU.S. geopolitical dynamics 

and maintains stable trade cooperation with all parties. 

There is no risk of sudden supply chain disruption driven 

by unilateral trade controls or import/export restrictions. 

Against the backdrop of ongoing global geopolitical 

conflict, Thailand can safeguard the continuity and 

stability of enterprisesô production and operations. 
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his section separately breaks down Singaporeôs and Thailandôs policy benefits for 

foreign-invested enterprises, covering practical matters such as tax incentives, foreign 

shareholding permissions, land ownership, industrial estate supporting facilities, and 

treaty networks, while also outlining compliance prerequisites and operational pain points that 

PRC enterprises most commonly overlook when building landing structures.  
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Tier 1: Baseline tax policies applicable across all 

industries (no separate application required; 

automatically applicable)  

 

First, standard corporate income tax is 17%, and there is no 

capital gains tax. Gains arising from the disposal of equity 

interests or fixed assets are not taxable provided they are capital 

rather than revenue in nature. A statutory safe harbour under 

section 13W exempts gains from disposals of ordinary shares 

where the divesting company has held at least 20% of the 

investee company for a continuous period of at least 24 months. 

Section 10L (taxing certain foreign-sourced disposal gains 

received in Singapore by entities of covered multinational groups 

lacking Singapore economic substance) should also be 

considered. 

 

Second, dividends distributed by offshore subsidiaries to a 

Singapore holding company: where the three conditions are 

satisfied, the Foreign-Sourced Income Exemption (ñFSIEò) 

applies and the income is fully exempt from Singapore corporate 

income tax. The three conditions are: (i) the headline corporate 

income tax rate in the offshore subsidiaryôs jurisdiction is at least 

15% at the time the income is received in Singapore; (ii) the 

dividend or underlying income has been taxed offshore; and (iii) 

the exemption is beneficial for the holding entity (which is 

generally the case). The Singapore holding company would also 

need to be a Singapore tax resident to enjoy the FSIE. 

 

Third, ividends remitted by a Singapore company to an offshore 

parent: no dividend withholding tax is imposed, eliminating 

incremental tax leakage during upstream profit repatriation, and 

serving as a core policy support for establishing a regional 

intermediate holding platform. 

 

Tier 2: Tax incentive schemes for funds and family 

offices (13D/13O/13U) 

 

These three regimes are the core supporting rules for 

Singaporeôs family wealth management and cross-border 

investment fund industry. They are widely used by domestic 

high-net-worth families and cross-border investment institutions. 

Each scheme sets differentiated asset thresholds and eligibility 

conditions.  

 

It applies to offshore investment funds managed 

by a Singapore-licensed/local fund manager. It 

has the lowest threshold - the entity may meet 

the basic conditions and enjoy, without having to 

submit an application, the tax exemption from 

inception. This exemption was extended to 

limited partnerships registered in Singapore from 

1 January 2025. 

 

13D 

Scheme 

Singaporeôs tax incentive framework is 

designed in three tiers:  

 

i) baseline tax treatments applicable 

to all industries;  

ii) dedicated incentives for funds 

and family offices; and  

iii) industry-specific targeted 

incentives. Enterprises may 

match the relevant incentives 

based on their business model.  

 

At the same time, all tax incentives 

impose hard ñsubstanceò 

requirements, which constitute the 

most common compliance bottleneck 

for PRC enterprises when applying for 

incentives. 

Investment & business 

environment, tax 

incentives, and family 

office structuring 

advantages 

 

Singapore 
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It applies to family funds established using a Singapore private limited company 

as the vehicle and managed by a Singapore-licensed/local fund manager. The 

threshold requires assets under management of at least SGD 5 million (at least 

S$20 million in the case of Single Family Offices) as well as satisfy tiered local 

spending. Once the conditions are satisfied, the fundôs investment income will 

enjoy tax exemption for the lifetime of the fund. 

 

 

It gets the highest threshold as it requires assets under management of at 

least SGD 50 million. It provides the most comprehensive package of tax 

reductions/exemptions and cross-border fund flow facilitation, and is suitable 

for large enterprise groups and ultra-high-net-worth families building global 

wealth management structures. 

 

In practice, many PRC enterprises share a common misconception: they complete company 

incorporation in Singapore but do not deploy an actual local operating team, do not establish 

local board-level decision-making, and the ultimate controller stays outside Singapore for 

extended periods without making operational decisions there ï only leaving a virtual 

registered address. As a result, the substance or tax residency requirements cannot be met, 

the enterprise ultimately cannot apply for the ñ13 seriesò family office tax incentives, and FSIE 

dividend exemptions will also be rejected by the tax authority. 

 

Tier 3: Industry-specific targeted tax incentives 

 

Singapore provides dedicated tax reduction/exemption policies for foreign-invested 

enterprises across different tracks, covering the full spectrum of industries including 

manufacturing, trading, regional treasury/capital centers, intellectual property, and financial 

services. Mainstream incentive programs include: 

 

 

 

 

It is for emerging industry players of strategic value to Singapore. Upon approval, the entity 

may enjoy full corporate income tax exemption for a period of typically five to fifteen years, 

fully eliminating income tax burden on operating profits.  

 

 

 

 

It is available where an enterprise expands its existing 

operations in Singapore or adds new business lines. 

Upon approval, the corporate income tax rate may be 

reduced to one of three tiers: 5%, 10% or 15%, 

depending on investment scale and industry value.  

 

 

 

 

It is for enterprises using Singapore as a regional 

treasury hub for group cash management and cross-

border lending/settlement. The preferential tax rate can 

be reduced to as low as 8%, significantly lowering tax 

costs for intra-group financing and cross-border cash 

pooling. 

 

 

 

13O 

Scheme 

13U 

Scheme 

Pioneer Certificate 

 

Development and Expansion Incentive (DEI) 

Finance and Treasury Centre (FTC) 
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It is suitable for PRC trading enterprises using Singapore as 

a global/regional trading and transshipment hub. The 

preferential tax rate can be as low as 5%, and is among the 

most suitable and most commonly chosen incentives for 

PRC cross-border trading companies landing in Singapore. 

The program has no fixed approval criteria; applicants must 

communicate and negotiate with the Singapore competent 

authority. Final approval conditions are determined based on 

actual operating scale and local business substance; 

enterprises should assess eligibility in advance before 

landing. 

 

 

It is for enterprises conducting IP R&D in Singapore and 

holding intangible assets such as patents and trademarks. 

The preferential corporate income tax rate ranges from 5% to 

15%, encouraging enterprises to place global IP ownership 

and development arrangements under Singapore entities.  

 

 

It is for licensed financial institutions and cross-border 

investment and financing service providers, offering tiered 

corporate income tax reductions from 5% to 15%. 

 
Note, however, that for MNE groups within the scope of the Pillar Two global minimum tax 

(annual consolidated group revenue of EUR 750 million or more), Singapore has 

implemented a Multinational Enterprise Top-up Tax and a Domestic Top-up Tax for financial 

years commencing on or after 1 January 2025, which may claw back the benefit of 

concessionary rates below 15%. The Refundable Investment Credit introduced in Budget 

2024 is designed to be a Pillar Two-compatible incentive. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Global Trader Programme (GTP) 

Intellectual Property Development Incentive (IDI) 

Financial sector-specific tax incentive 
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Singaporeôs advantages as a regional intermediate holding and treasury 

platform 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Costs and benefits for establishing a family office structure in Singapore 

 
If the sole objective is tax savings, establishing a Singapore family office structure is relatively 

costly and time-consuming, and the overall cost-effectiveness is comparatively low. If, 

however, the enterpriseôs ultimate controller has comprehensive needs such as 

intergenerational wealth succession, global asset ring-fencing, and long-term cross-border 

asset allocation, a family office structure has long-term planning value.  

 

Enterprises are advised to make a holistic assessment based on the familyôs overall asset 

scale and global asset deployment plans, and should not set up structures blindly relying 

solely on tax incentives. 

 

 

First, broad coverage of the DTA and FTA 

networks globally, which can reduce 

withholding tax rates on cross-border 

dividends, interest, and royalties and open 

tax-efficient channels for fund flows among 

ASEAN, Europe/U.S., and China markets. 

Second, baseline tax features - no capital 

gains tax and no withholding tax on 

outbound dividends - supporting long-term 

profit retention and regional reinvestment.  

 

Third, a well-developed regional treasury 

centre policy framework enabling group 

cash pooling, centralized settlement, and 

cross-border lending across Southeast 

Asian subsidiaries through the Singapore 

entity. 

Fourth, a neutral and stable legal and 

political environment with sound property 

rights protection and a mature judicial 

framework for handling cross-border 

investment disputes.    
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BOI non-tax incentives (key benefits for 

production enterprises)  
 

First, permission for 100% foreign ownership. For business 

activities included in the BOI promotion list, more than 95% of 

sub-categories allow overseas investors to hold 100% equity in a 

Thai company, with no need to set up a local joint-venture 

vehicle. This fully avoids risks of JV equity control and profit 

distribution disputes, and is the most prominent foreign-investor-

friendly policy.  

  

Second, lawful rights for foreign investors to hold project land. In 

principle, Thai law prohibits foreign entities from owning land. 

However, BOI-promoted enterprises may lawfully purchase 

industrial land required for production and operation, provided 

that materials are submitted to demonstrate that the land is used 

entirely for the promoted project. Land speculation, hoarding, and 

resale are prohibited. The approval process is straightforward, 

significantly reducing long-term costs for self-building plants and 

land leasing for manufacturing enterprises.  

 

Third, simplified channels for visas and work permits for foreign 

technical and managerial personnel. BOI-promoted enterprises 

introducing overseas professionals and senior managers are not 

required to first recruit local Thai personnel to ñfillò the positions. 

They only need to prove the foreign personnelôs 

educational/professional qualifications and the necessity of the 

role to complete visa and work permit processing quickly.  

 

Compared with other Southeast Asian jurisdictions, this is a clear 

advantage: Thailandôs BOI framework has relatively relaxed 

thresholds for bringing in foreign staff for management positions; 

only frontline basic production roles generally need to recruit 

local employees. 

 

 

Thailandôs core policy vehicle for 

attracting foreign investment is the BOI. 

Foreign-invested enterprises landing in 

Thailand should prioritize engaging with 

the BOI to complete project 

filing/registration. Based on the 

enterpriseôs industry, investment scale, 

and value-add, the BOI provides 

matched tax and non-tax incentives.  

 

The framework is standardized and 

transparent, covering more than 250 

sub-categories of business activities. 

Enterprises can directly map their 

business to the corresponding incentive 

package. The feasibility study process 

is streamlined. Only high value-added 

and high-tech projects may negotiate 

additional supporting policies; the 

baseline incentive framework is pre-

defined by the Thai government. 

Board of Investment 

(ñBOIò) incentive 

framework and core 

advantages for foreign 

investors 

 

Thailand 
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BOI tax incentives   

 
The baseline corporate income tax exemption period 

is three years. Where an enterprise lands in a 

standardized industrial estate, it may receive an 

additional one-year tax exemption. Where the project 

has high-tech attributes, high value-add, or 

technology transfer features, the exemption period 

may be extended to five years or eight years, and the 

maximum application may reach thirteen years of 

corporate income tax exemption. The value of the 

incentives is linked to the enterpriseôs actual 

investment amount: the more capital invested, the 

corresponding amount of corporate income tax can 

be exempted, effectively meaning the Thai 

government subsidizes the enterpriseôs fixed-asset 

investment through tax relief. 

 

For projects located in the three core provinces of the Eastern Economic Corridor (ñEECò), 

additional dedicated supporting policies apply, including longer corporate income tax 

exemption periods and further simplification of foreign talent visa processes. Local 

governments also coordinate expansions of airport, port, and rail networks, and provide 

supplier matchmaking services to continuously attract PRC enterprises in tracks such as new 

energy, electronics, and data centers to cluster and land. 

  

BOI-promoted projects also enjoy import 

duty and tax exemptions: importation of 

machinery/equipment and raw materials 

required for production is exempt from 

customs duties and value-added tax.  

 

Where imported materials are processed 

and re-exported, there is no import tax 

cashflow occupation across the full chain, 

significantly optimizing manufacturersô 

cashflows. Enterprises conducting R&D, 

purchasing automation equipment, and 

developing local supplier capacity may 

enjoy special deductions such as double 

deduction for R&D costs and accelerated 

depreciation for fixed assets, encouraging 

foreign investors to transfer core 

production technologies to Thailand. 
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Thailandôs long-term investment attractiveness  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Long-term stability of BOI incentives and regulatory trends 

 

Over the past 20 years, BOI incentive 

policies have only undergone minor and 

gradual adjustments, with no disruptive 

changes. There has been no situation 

where policies suddenly tightened or 

incentives were cancelled on a broad scale. 

Before any policy adjustment, the 

government will publicly announce reform 

proposals in advance and provide sufficient 

window periods for enterprises to complete 

project filings; enterprises may file under 

the prior standards before new rules take 

effect and enjoy the prior incentive period. 

 

The current overall regulatory trend is to 

guide foreign investment toward higher 

local value-add in Thailand, increasing local 

R&D input, and the transfer of core 

technologies. The pace of enforcement 

tightening is gradual, with no sudden harsh 

control measures. With advance planning of 

business structures, enterprises can align 

with regulatory direction, and there is no 

uncontrollable policy risk. 

 

First, a mature full supply chain for 

automobiles and electronics, with clustered 

upstream and downstream supporting 

manufacturers and an ample reserve of 

industrial workers. 

Second, a geographic location at the 

center of ASEAN, with cross-border 

logistics networks (roads, ports, railways) 

connecting across Asia and high 

convenience for import-export logistics.   

 

Third, high economic diversification and 

long-term stability of the currency 

exchange rate, with broad Asia-Pacific 

market access via Regional 

Comprehensive Economic Partnership 

(RCEP), and ASEAN FTAs. 

Fourth, a strong fit for PRC enterprisesô 

ñChina + 1ò supply chain strategy, with 

pronounced landing advantages in tracks 

such as new energy electric vehicles, 

power batteries, auto parts, consumer 

electronics, data centers, and export 

processing manufacturing. 
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his section focuses on the ñclassic sandwichò three-tier holding structure most 

commonly used by PRC enterprises - ñPRC parent company-Singapore holding 

platform-Thailand operating entityò and, in parallel, provides a comprehensive 

overview of: Singaporeô s and Thailandôs domestic tax systems, transfer pricing 

compliance, global minimum tax (Pillar Two), dividend withholding tax, and other core cross-

border tax rules. 
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interpretation on tax and 

cross-border regulatory rules 
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Basic structure and illustrative effective tax 

burden comparison  
 

The standard ñsandwich structureò pathway is: the PRC onshore 

parent company holds 100% of a Singapore holding company, 

and the Singapore holding company in turn holds 100% of 

operating entities in Thailand, Vietnam, Malaysia, Indonesia and 

other ASEAN countries. Singapore serves as the intermediate 

regional holding hub, leveraging the FSIE to significantly reduce 

the groupôs overall tax burden.  

 

Illustrative effective tax burden without a Singapore 

intermediate layer (PRC parent directly holding the Thailand 

operating company): the Thailand operating company pays 

20% corporate income tax locally. Upon distribution of after-tax 

profits to the PRC parent, a 10% dividend withholding tax is 

imposed. After the dividend is remitted back to the PRC, the 

PRC parent company is subject to 15% corporate income tax 

(assuming foreign tax credits have been granted for the Thai 

10% withholding tax paid on the dividends). After the three layers 

of taxes are stacked, the groupôs overall effective tax burden can 

be estimated at 38.8%, which is extremely costly.  

 

Illustrative effective tax burden after adding a Singapore 

intermediate holding company: dividends distributed from the 

Thailand subsidiary to the Singapore entity are exempt from 

Singapore corporate income tax at the Singapore level provided 

the three mandatory FSIE conditions are met. Profits can be 

retained long-term in the Singapore entity for ASEAN regional 

reinvestment without being immediately repatriated to the PRC 

parent, reducing the groupôs overall effective tax burden to 

28.0%, with significant cross-border tax savings.  

 

However, the potential application of Chinaôs controlled foreign 

corporation (ñCFCò) rules should also be considered. If the 

Singapore holding company is controlled by PRC tax residents, 

is subject to an effective tax burden significantly lower than the 

PRC corporate income tax rate, and retains profits without 

reasonable business needs, the PRC tax authorities may deem 

such profits to have been distributed to the PRC parent and 

impose PRC corporate income tax accordingly. Therefore, a 

detailed CFC analysis should be conducted based on the 

Singapore entityôs effective tax rate, ownership structure and 

actual functions. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Tax advantages and 

mandatory compliance 

conditions of the classic 

three-tier cross-border 

holding structure (the 

ñsandwich structureò) 

 

Singapore 
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Three mandatory compliance requirements to enjoy the structureôs tax 

benefits 
 

 

  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

First, the Singapore holding company 

must have full ñtax residentò commercial 

substance. Core management and control 

activitiesðboard meetings, major 

investments, fund allocation, and supply 

chain decision-makingðmust be 

conducted in Singapore. The ultimate 

controller(s) and executive director(s) 

should enter Singapore regularly to 

participate in decision-making. The 

company must not merely be a shell with 

only a virtual address and no local 

operations; otherwise, the Singapore tax 

authority may reject the FSIE exemption 

and/or determine that the company is not 

a Singapore tax resident, causing the 

structureôs tax benefits to fail entirely. 

 

 

 

 

 

 

 

 

 

 

 

Second, all related-party transactions 

must strictly follow the armôs-length 

principle, with complete transfer pricing 

documentation retained. Pricing for 

intercompany loans, technical service 

fees, trademark royalty fees, cross-border 

purchase and sale of goods and other 

related-party transactions must be aligned 

with third-party market fair value. 

Supporting transfer pricing documentation 

must be retained for inspection to avoid 

being characterized as profit shifting or 

abusive tax avoidance, which could trigger 

tax audits, additional tax assessments, 

and penalties. 

Third, compliance control for the global 

minimum tax under OECD Pillar Two. If a 

groupôs annual consolidated revenue 

exceeds EUR 750 million, each entityôs 

effective tax rate in each jurisdiction must 

not be lower than 15%. Each entity within 

the sandwich structure must calculate its 

effective tax rate separately; entities with 

an effective tax rate below 15% must 

undergo specific tax compliance 

evaluation to avoid top-up tax exposure 

under the global minimum tax regime. 
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PRC onshore tax risk in sandwich structure (Controlled Foreign 

Corporation/ñCFCò Rules) 

 
Where the PRC parent company retains overseas 

profits long-term through the Singapore 

intermediate platform, does not distribute dividends 

for an extended period without reasonable 

commercial purpose, and the Singapore holding 

entityôs actual tax burden is lower than 50% of the 

PRC statutory corporate income tax rate (i.e., 

12.5%), the PRC tax authority may apply the 

controlled foreign corporation (ñCFCò) rules to 

deem that the overseas retained profits have been 

fully distributed to the PRC parent company and 

require the PRC enterprise to pay additional 25% 

corporate income tax. 

 

After adopting this structure, enterprises should 

formulate a reasonable dividend distribution plan 

and strengthen Singapore local substance in 

parallel, balancing the needs of overseas profit 

retention and reinvestment against the PRC CFC 

regulatory red lines, so as to avoid cross-border 

double taxation risks. 

 

Dividend withholding tax rules for sandwich structure from Thailandôs 

perspective 

 

Where the Thailand operating company 

distributes dividends to the Singapore 

holding company, under the Singaporeï

Thailand Double Taxation Avoidance 

Agreement (ñDTAò) and Thai domestic tax 

law, the statutory dividend withholding tax 

rate is fixed at 10%, and there is no policy 

room for treaty reduction to 0%.  

 

This 10% withholding tax is a fixed tax 

cost at the dividend distribution stage, and 

should be included upfront when 

estimating the structureôs overall cost. 
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Statutory rates for Thailandôs key taxes  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Corporate income tax 

The nationwide standard rate is 20%. Small and medium-

sized enterprises with registered capital not exceeding 

THB 5 million and annual revenue not exceeding THB 30 

million may enjoy progressive preferential rates, but the 

overall tax reduction is limited. Large foreign-invested 

manufacturing and trading enterprises therefore apply the 

20% baseline rate. 

 

Dividendôs withholding tax 

A uniform 10%-rated withholding tax is levied on 

dividends distributed by a Thai company to an overseas 

shareholder. Where dividends are distributed to a Thai 

domestic holding company with shareholding exceeding 

25%, the 10%-rated withholding tax may be temporarily 

exempt; however, when the domestic holding company 

re-distributes dividends overseas, the full withholding tax 

still applies. This achieves only short-term tax deferral 

and does not generate permanent tax savings. 

Withholding tax on royalties and cross-border loan interest 

The uniform statutory rate is 15%; treaty relief may be 

claimed under applicable DTAs. 

Value-added tax 

The standard rate is 7%, borne by the consumption end 

and only causes temporary cashflow occupation for 

enterprises. Exported goods apply 0%-rated VAT. Where 

imported raw materials are processed and re-exported, a 

substantial VAT refund receivable may arise; the refund 

process can be lengthy and the tax authority typically 

initiates a comprehensive tax audit in parallel. Enterprises 

should try to avoid accumulation of large input VAT 

credits, and may address refund cashflow occupation by 

locating in a free trade zone. 

Domestic tax system and 

regulatory framework for 

foreign-invested 

enterprises 

 

Thailand 
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Customs duties 

Ordinary goods import duty rates range from 0% to 30%. 

BOI-promoted status and/or locating in a free trade zone 

can fully exempt import duties on production materials 

and machinery/equipment. 

Personal income tax 

Progressive rates range from 0% to 35%, applicable to 

foreign managers and technical personnel; deductions 

are limited; filing procedures are simple and handled via 

employer withholding. 

Stamp duty 

Rates range from 0.1% to 0.5% of the contract value. It is 

mandatory for service contracts and frequently missed by 

enterprises. Late payment may trigger penalties of up to 

five times the tax, plus surcharge interest; this is a high-

frequency tax risk area for foreign-invested enterprises. 

Gift tax and inheritance tax 

Rates range from 5% to 10%, levied on inheritance of 

Thailand-situs assets. These taxes are rarely relevant to 

cross-border investment by overseas enterprises. 
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Tiered regulatory framework for foreign 

investment market access in Thailand 

 
Thailandôs basic foreign investment laws contain 

restrictive provisions on foreign shareholding and 

permitted business lines. Depending on the business 

type, enterprises fall into three tiers of access 

pathways. Foreign investors should prioritize the BOI-

promoted pathway to minimize entry barriers. 

 

Tier 1 (optimal pathway) Manufacturing and export trading activities included in the BOI 

promotion list; foreign investors may hold 100% equity and 

enjoy a full package of incentives covering taxes, land, and 

foreign labor. This is the preferred landing route for new 

energy, electronics processing, and export manufacturing 

enterprises. Matching and filing procedures are standardized 

and feasibility review cycles are short. 

Tier 2 (standard pathway) Where the business cannot be included in the BOI list, apply 

to the Thai Ministry of Commerce for a foreign business 

licence; the approval cycle is longer, and the enterprise must 

demonstrate the value-added contribution of the foreign 

investment to local Thai industry; approvals involve 

uncertainty. 

Tier 3 (fallback pathway) Where neither BOI status nor a foreign business licence can 

be obtained, establish a local joint venture; foreign 

shareholding must not exceed 49% and Thai local 

shareholders must be introduced. Long-term risks exist in 

equity control and profit distribution; this is only a backup 

option when no other pathway is available. 

 

Thailandôs transfer pricing 

compliance requirements and 

practical recommendations 

 

Where an enterpriseôs annual operating 

revenue exceeds THB 200 million, it is 

mandatory to prepare and retain complete 

transfer pricing documentation. Even if 

revenue does not reach the statutory 

mandatory threshold, the competent authority 

will still request related-party pricing logic and 

cost calculation materials during a tax audit.  

 

In practice, it is recommended that all foreign-

invested enterprises uniformly prepare 

transfer pricing documentation, standardize 

related-party pricing in advance, materially 

shorten audit timelines, and reduce the risk of 

additional tax assessment. 
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Thailand local implementing policies 

for pillar two global minimum tax  

 
Thailand has issued implementing rules for the 

global minimum tax. BOI-promoted enterprises 

that long enjoy 0% or 10% corporate income 

tax exemption/reduction may face top-up tax 

risk if their effective tax rate falls below 15%. 

Thailand has introduced a compromise 

mechanism: an enterprise may choose to halve 

the income tax reduction while doubling the 

incentive period (e.g., replace five years of full 

exemption with ten years of 50% reduction), 

balancing tax incentives against Pillar Two 

compliance. The detailed rules are still being 

refined; there remains room for adjustment, and 

enterprises with long-term investments should 

continuously track updates.  

BOI project approval timeline and 

practical implementation 

arrangements  

 
Under the current wave of inbound investment, 

the overall BOI approval timeline has extended to 

five to six months, whereas the prior standard 

cycle was three to four months. After submitting 

pre-application materials, enterprises do not need 

to wait for the formal approval letter to start 

preparatory work: machinery/equipment and plant 

materials can be imported in advance. Import 

duties/taxes paid upfront can be fully refunded 

once BOI status is granted, and this does not 

materially delay project landing. In practice, 

bottlenecks for manufacturing projects more often 

arise from global machinery/equipment supply 

chain shortages rather than the approval process 

itself. 
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gainst the macro backdrop of geopolitical conflicts, global supply chain restructuring, 

and tightening export controls, Singapore and Thailand have introduced multiple new 

customs rules covering entrepôt  trade, origin declaration, import/export of dual-use 

items, and free trade zone supervision. PRC enterprises conducting transshipment and 

exports to Europe and the U.S. must align with the latest compliance requirements to avoid 

cargo detention and heavy fines. 
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Customs regulation and 

recent trade policy updates  


