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Executive Summary

Thailand’s Economic Projections for 2023

“The Thai economy is projected to expand by 3.5 percent in 2023,
mainly driven by the growth of the tourism sector and
robust domestic consumption supported by lower inflation.
Nevertheless, Thailand’s major trading partners economic trends, as they may impact
Thailand’s export in the latter half of the year, along with the uncertainties arising

from geopolitical tensions should be closely monitored.”

Mr. Pornchai Thiraveja, Director General of the Fiscal Policy Office, and Spokesperson
of Ministry of Finance (MOF), stated that “Thai economy is anticipated to expand by 3.5
percent (within the range of 3.0 to 4.0 percent) in 2023” continuously recover from 2022
where the economy expanded 2.6 percent. The key drivers of this year’s economy consist of
improved consumption and the continued growth of tourism sectors, particularly from the
increasing of Asian tourists, are the main supports in Thai economy growth. International tourists
is forecasted to be 29.5 million tourists (164.2 percent YoY) and expected to generate income of
1.25 trillion baht (243.8 percent YoY). This will result in continuous growth of tourism sector and
related service businesses, in line with the domestic economic recovery. Private consumption is
anticipated to increase 4.5 percent (within the range of 4.0 to 5.0 percent) due to the recovery of
household incomes and a reduced inflation rate, which helps increase consumption. Private
investment is expected to rise 2.6 percent (within the range of 2.1 to 3.1 percent) based on higher
confidence in overall domestic economy. However, the tightening monetary policies from
developed countries such as United States and European Union still have effects on Thailand’s
major trading countries. As a result, the export value of goods in USD is expected to experience
a slight contraction of -0.8 percent (within the range of -1.3 to -0.3 percent). Furthermore,
government consumption is expected to reduce by -2.1 percent (within the range of -2.6 to -1.6
percent) and government investment is expected to grow 2.2 percent (within the range of 1.7 to

2.7 percent), partly due to the delayed budget expenditure in 2024 fiscal year.

Regarding to Thailand’s economic internal stability, the headline inflation rate is
expected at 1.7 percent (within the range of 1.2 to 2.2 percent) due to lower global energy
and government electricity subsidy which have eased the pressure on production costs. In

terms of external stability, the service balance is expected to shift to a surplus, primarily
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driven by the strong growth of international tourists, leading to the current account balance

potentially returning to a surplus of 4.2 billion USD, equivalent to 0.8 percent of GDP.

Moreover, the Ministry of Finance Spokesperson also highligshted, “Thailand’s
economic outlook could be influenced by several factors, and the following factors that
should be closely monitored: 1) The potential for higher-than-expected and consistent
recovery of foreign tourists particularly from China, Malaysia, South Korea, India, and Russia.
2) The global oil situation and its impact on the inflation rate in Thailand. 3) The global
economic situation especially in United States and China. 4) Geopolitical tensions on a
global scale, such as Russia-Ukraine war, the strategic competition between United States

and China which could affect global supply chains and international trades.
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Major Economic Assumptions and Thailand’s Economic Projections for 2023

2023f

2021 2022 as of July 2023

Avg Range

Projections

1) GDP Growth Rate (percent y-o-y) 1.5 2.6 35 3.0to 4.0

2) Real Consumption Growth (percent y-o-y)

- Real Private Consumption (percent y-o-y) 0.6 6.3 a5 4.0to 5.0

- Real Public Consumption (percent y-o-y) 3.7 0.2 -2.1 -2.6to-1.6

3) Real Investment Growth (percent y-o-y)

- Real Private Investment (percent y-o-y) 3.0 5.1 2.6 2.1to 3.1
- Real Public Investment (percent y-o-y) 34 -4.9 2.2 1.7to 2.7
4) Export Volume of Goods and Services (percent y-o-y) 11.1 6.8 6.6 6.1to 7.1
5) Import Volume of Goods and Services (percent y-o-y) 17.8 4.1 39 3.4to 4.4
6) Trade Balance (USD billion) 324 10.8 8.7 5.6to 11.8
- Export Value of Goods in USD (percent y-o-y) 19.2 55 -0.8 -1.3t0-0.3
- Import Value of Goods in USD (percent y-o0-y) 217 153 -0.1 -0.6to 0.4
7) Current Account (billion U.S.) -10.6 -17.4 4.2 1.5t0 6.9
- Percentage of GDP -2.1 -3.5 0.8 03to 1.3
8) Headline Inflation (percent y-o-y) 1.2 6.1 1.7 1.2t0 2.2
Core Inflation (percent y-o-y) 0.2 2.5 1.5 1.0t0 2.0

Major Assumptions

1) Average Economic Growth Rate of Major Trading

5.7 3.4 2.8 231033
Partners (percent y-o-y)
4 74.0 to
2) Dubai Crude Oil Price (U.S. dollar per Barrel) 69.2 95.4 79.0 840
335 to
3) Exchange Rate (Baht per U.S. dollar) 32.0 35.1 34.0 305
4.01to
4) Public Expenditure (Trillion Baht) 4.01 4.12 4.11 401
28.5 to
5) Number of foreign tourists (Million) 0.4 11.2 29.5

30.5
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L A seven-day trip from southwestern China to Bangkok more than quadrupling in price since 2018 shows how much

flight tickets have increased. (South China Morning Post)
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Thailand's Key Economic Indicators
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LATD9TNI 2565 2566
LATEFNR 2565
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LATD9TNI 2565 2566
LATEFNR 2565
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LA389TN1L 2565 2566
LATYIND 2565
- Q1 Q2 Q3 Q4 Q1 Q2 A, .8 YTD
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mansas FY2565 | FY2565 | FY2565 | FY2565 | FY2566 | FY2566 | FY2566 | FY2566 | FY2566 | YTD/FY
FY2565 2566
Deutszanni/i Q1 Q2 Q3 Q4 Ql/66 | Q2/66 | Q3/66 | w.n.66 | 1.6.66
eeUdagiu
" 29326 | 9836 606.3 679.2 663.4 982.2 709.7 742.1 190.6 3353 | 2,434.1
(Wuanuuny/1
(%YoY) /1 -26 4.8 -1.1 0.3 -15.3 0.1 17.1 9.3 7.1 9.2 73
1e918UsE 2,516.7 | 886.6 515.2 570.8 543.9 858.7 600.5
" 625.2 150.8 288.8 | 2,084.5
(Wuanuuny/1
(%YoY) /1 -26 24 -2.1 3.2 -14.8 31 16.5 9.5 6.1 8.5 5.7
TR 415.9 97.0 91.0 108.4 119.5 123.4 109.2
" . 116.8 39.7 46.5 349.5
(Wuauuny/1
(%YoY) /1 -29 32.8 5.0 -12.3 -17.6 273 20.0 7.8 10.9 138 17.9
ea1eUneu 213.6 75.5 57.6 31.8 a8.7 58.9 a4.5
" 27.9 8.9 8.7 131.3
(Wuauuny/1
(%YoY) /1 8.7 5.3 6.4 18.7 36.1 -22.0 227 -12.2 -19.7 -20.8 -20.4
189959 (Wudy | 3,146.3 | 1,059.1 663.9 711.0 712.0 1,041.1 754.2
770.0 199.6 344.1 | 2,565.5
um)/1
(%YoY) /1 -1.9 4.0 -05 1.0 -13.1 1.7 13.6 83 5.5 8.1 5.4

907 1/058NTNNITAAG 2/5UIAISUIUSEmalng 3/d18na1uatauieyfd 4/nsensniglve 5/unimeisy

wen15A1lneg 6/a 1NN TUATYEAINISINGAS 7/Reuters

8/amegaamnssuusUszinalng 9/drnenuaswgnagnaImnsy 10/nsensNnITeuiismuasing 11/ nay
VAUUTENOUAIENTUFTININT NSUTTSNA I

UazNIUAANING 12/05uN159uaanvun 13/u3em lales wewes Ussmalne 9100 14/armadpesniney

LATYFNNITAAI
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ANANIARY
FgUATUANUNTAIAUNITAGY Tnsuian 3 Ysuuszann 2566

(ManAu 2565 — Aqu1ey 2566)

unagudmiuguing

Q nsgswdyiAcuuseannsedneusentauuseana 2566 MUALSUIUUTEINM
518918311U7U 3,185,000 a1uUN nseUsEuuSeuar 17.09 vas GDP® lagiduni15dnsia
quUszIILUUIIARA (Expansionary Fiscal Policy) §1uu 695,000 d1uuv wiednlusesas
3.73 Y09 GDP Winduanndauussana 2565 wiednludesay 2.74 Tnsutseanidu siegieusedn
2,002,539 EruumiiintuannUinga 29,530 duvin vieAnduiesar 1.24 199188991
689,479 &1uum tinduanTfiudr 77,546 aruum wieandudoray 12.67 wazsiesediszau

AU 100,000 A1uum wirudeuuszana w.a. 2565

Q Tudas 9 ouusnvasleuuszuna 2566 (a.a. 65 - .. 66) SguraanusadaLiu

a o

s18lAans 3w 1,956,492 A1UUM g9NI1UTEUIUNIMUBNATIUYTEUIM 136,613 A1UUM

q
[

& a ¥ 1 1 a % o v o U a U
nIoAnluIoUaY 7.5 LAZEININYNAINUVDIUNDUIOUAY 5.2 d1TUNITUNTNIUU TN
aunsaidnInelanediu 2,565,504 druum genindiasieniuvestneuntl 131,358 a1uum vise
Anduseray 5.4 Aol lnesednellagiulnanalddiuin 2,434,126 auum geninUneu 164,954
') A a & v | A A oA ~ ~ ) a a & o a v
AUUM NIAALUUTBYAY 7.3 MU MILlalUs8UNgUNUNEUIVUTEINUAALUUDNIILUNNET DAY
76.4 denalyl AARUIUUTTIIMUIANE T 608,459 d1uUm

Q wilansnsuzasdne w éuLﬁauﬁquﬂﬂu 2566 §37U2U 10,923,183 AT1UUIN %30
Anvdudesas 61.15 vae GDP wazialdouifisusuiiounounti wﬁmﬁﬁmzaﬂaaqw%
35733 §1UUN a4 iseﬁ’uw‘?jmm'ﬁmzmﬁwé’aagﬂuwﬁuﬁﬁLaﬁasmw ArvoubnaN
(1) wilansnsuzasdnafuni ludseneidosay 98.42 Sallmuidsdusnswanddsuiian was
(2) viassauzasiau ey auvdeitunisreremiefosar 88.17 Vilkiaudsaiiunisin
agrsznilan Lﬁaamﬂ%’gmammmaaﬂmaﬁuﬁﬁ’mﬂmiLﬁm‘h'u?wiﬁuﬁmuﬁmumsﬁﬁﬂé’
UBNNT MiansSeUEAsANasie GDP eTaa&uJ'msﬂéfﬂiaummé]"aﬁuwmiﬂé’aﬁé?alﬁail,ﬁu%faaaz 70
Y83 GDP

6 a o & P Y v P o 9 o o o o
NANNUNUIATINVDIUSEINA (GDP) U 2566 Wn1nuU 18,640,000 a1UUW wmmumuﬂizmm‘lmammﬂauwﬁuﬂga #n
quUszan U 23 6.0, 65
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NaNT1sAHUUlgU1gNISAad luUIUUTENN 2566 (A.A. 65 — 1.8, 66)

L < Yo
1. wamsdanuseldsgura
nan1sIaiuTelasguIalutag 9 weuwsnuestsulszana 2566 (1.0, 65 - 3.8, 66) S5Ua
annsadaniuselaansla $auau 1,956,492 41U @anduseannns 136,613 a1uUm %se
a I v 5 dy [ @ v 1 [ [ Y v dy
Andudesaz 7.5 Matinan1sdaiunglamumirsaudanuagule el

AINAIINING

NIUATININTIAAUTIELITINEY 1,591,586 A1UUM gandnUszunainis 159,245 a1uum
= v 1 1 a [y} = 2 da{'tv <@ % 1
vseforay 11.1 uazgeninviniednuvestneuesar 4.0 lnen18ndanulaaandiuseanmnis
fdAey lawn (1) p18QulddRyaaa JauAuld 478,177 duum gan1UsEUIUNNT 67,135 A1

A& v o a ) A v N a XY A
U viseferar 16.3 wargeninvindediuvestneufesar 9.1 lnen8dulavin a 1d1e (n.4.0.
53) n1EINAIUSASHaEMLNBRUALS (n.9.0. 54) LaznBRUlId S UATITEUIE BT T
QU (.00, 51) gandszanunisidudAny (2) aadyaaiy Januld 690,562 duum gendy
Uszanauns 40,519 duum viseSevay 6.2 wilndiAgsiuyinseniuresUneu lnen1dyarniy
nmsdnddaiuldainitvszananisiesas 11.7 uazn18yaaiinludssinadaiivligandn
Uszanaunisdesas 2.3 (3) mdkuldyanasssun daiuld 314,033 d1uuiv gandnuszananis
33,039 aMuum vveseway 11.8 uargeninvinseriuvesUneusesay 8.5 lnan18kulavin o 7
1 a & a a Y A Q’lj 1 <
918 NK[ULFAIU (N.9.0. 1) warnNERUlA%N o N9189neende (0.9.0. 2) ganuszununsluy
d1fey waz (8) nBRulallnsden dauAuls 44,544 d1uum gendndszanainis 10,534 d1uum
v3edeuay 31.0 3nTAUlasideafganinUszanums udndgiafedtuveslneuiegay 19.5
WesnusinanmswanUlnsiieuanaddudiavasugSuduumuluifsuiuwigy 2565 wagdn

n#luszuudyguuiunands anasainiovas 50 idosesay 20
NSUATINENR

nuATINANTRIALAUTIELASINT9EY 350,556 A1UUIN AINIIUTEUIUNNS 75,757 A1UUM
A a < v ° R a ) a Y Ady & o |
nIoAnlusauay -17.8 WaLAININFILALINUVRIUNBUSLaY -11.1 Tagn1E8NIALAUAININ
Uszanaunsiddey lawn arBunsiunazndadmueiindu daiuls 81,281 d1uum mninuseaiu
A5 83,892 AUV M3308aY -50.8 WAYANNIVINALINUIBIUNDUSDLAY -42.3 LHBIINLNTS
USuanonsin1eassnaninundunwanakmdulauUseanadiaussimInansenuaAsAIAToII Ny e
Usgmyudunistansnansaiduivlunainlaniiegluseduas
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NIUAANING

nsugannsiaiuTeldTuieay 97,558 &1uuin gandsananis 18,358 wieAnidu
Yoway 23.2 wargeninhafeafuvestieufesay 20.5 anyarinisindniigininszananis
TnenavesAfuumitiunliugoudias Uszneufuiimsdiseinsuidifiufumudfinnnuiad
Fofinmnisiafundinddudinerindsosudlaled suniga (Prius) $1uau 7,606 E1uum
luwsugaiau 2565 mnkiTiusielaney sgleveansuraninsainituseuiainis 10,752 au
U vi3e3eay 13.6 wargenintiudeiuvedneusosay 11.1

[%
o

fiail yarnstidlugg 8 iWouusnuestsuussana 2566 TugUneaansansy sndidieu
Yowar 2.8 vaugiiyarinisiudlusuiuum genindieufesas 3.1 Insduffidaiuensundn
Ieigsgn 5 Susuusn o (1) suunuazddszneu (2) esesinslnihuazgunsal (3) 1rdesdng
waziasedling (4) wansnusindunssu way (5) lAdowmen LAdosd10ns VidedsUsause

S53dwna

Seianninideseldiuiieau 122,830 &1uum findiseanans 574 v viedn
Judesay -0.5 wigsniadnafuvestieuiesar 5.8 :nmsthdelsvesigiamiaiivaes
wandewduddey il mnldsmunsihdseldssamiafivdemnanddeun Sglawmna
thdssgldmninszananis 23,692 §1uum vdedesay -19.2 uaginiinisiiuvestneu
Sovay -14.1

WiBuBY

viheusuIa AUl ETaRY 176,775 &MU genI1UsEUIUNTT 64,338 AUUm
w3eeray 57.2 uargeninrnferiuvesdneusesas 59.7 annisdaiivaeldves (1) dwu
51wM59u Iniuselism 168,654 Euum gsninUszanuns 63,539 duum visedesas 60.4
LazgenIierfuveslneusesay 61.7 esanineldfiawain (1) mahdaninage s
drufuvesunyuIeu $1u9u 22,839 ruum (2) msthdsneldanduunulnsdniiadeud
AIUNIA51 84 wianTrsvdygResdnsdnassaduaiiuduariidunisusenoufanis
MgNITeFes glnsiied Lazfian1snsauuIAN WA, 2553 Y03UTEN INIAUUIALLIYIA
119 (Wr1vw) 311U 10,858 d1uum (3) MsAIINdIuANINNTIMUIERUSTRTIINAIT]
WlevLunIsuIAng S 12,124 Fruum (@) madhdsiumdesieliidduresussemyssiu
duldognaimnssuvuingey $1uru 2,084 dwum waz (5) msuszyalusyannaunuding
s¥UU FM $1uau 569 F1uum vl minldsuseldfiasdisiu selddausvnisduganiy
Uszanainns 15,065 auum visedesay 14.3 uavainingiunednuveslUneusevay 15.2 uaz (2)
nsusu1Ene Iniuselasan 8,121 d1uum aandussnanis 799 a1uum wseAnduiosas

10.9 uazaanigraufednuvestneuiosay 26.0
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A131971 7 wamsdaiusglasguiagns 9 Weuusnvaslsulszana 2566 (9.a. 65 - §.8. 66)

. WasuileuTiRuUssinansnu
Juuszunal 2566
NANTIUUTELNM
(Mheduum) . .
- WasuwUasien . RIREIIIEN
(9.7, 65-11.8. 66) Ca AU .
avmal S0UAY
1. ASUATINING 1,591,586 4.0 159,245 11.1
2. NSUATINETH 350,556 -11.1 -75,757 -17.8
3. NIUARNINT 97,558 20.5 18,358 23.2
ssele 3 nsudaLiu 2,039,700 1.7 101,846 53
4. 553 mie 122,830 5.8 574 0.5
5. ﬁmmm'ﬁu 176,775 59.7 64,338 57.2
u51¢l9ALAY (Gross) 2,339,305 4.8 165,610 7.6
9N 319,482 4.4 30,070 10.4
swselians (Net) 1,956,492 5.2 136,613 75

A zv"f;u"’nmumiygﬁ@mmﬁﬁ NIENTNNITAAY

2. wWan1siina1eaudszunaul 2566 (9.A. 65 — 3.8, 66)
A9 0N1890UTEUIU5INTUYS 9 LABULSNVITIUUSEUN 2566 (1.A. 65 — 1.8, 66)

Winiu 2,565,504 d1uuv gendngatieatuvestneu 131,358 a1uuv wisfealuiesay 5.4
Usznausie (1) s1es1etiagiu 1Onarelddiuau 2,434,126 druum Aadudnsiiniedosas

76.4 ¥8939RUIUUTEINUT 898 UTEAITIUUTEINM 2566 (3,185,000 A1) E9NTIIYILAINY
999UNBY 164,954 a1UU VSeseuay 7.3 way (2) sneaneUneu Wnanglaaiwiu 131,378 au
v Andussndndie Sevaz 69.2 veeduseselneu (189,974 &uuiv) Mnivaaieiu
voslineu 33,595 &1uvm videdosar -20.4 fell il TedeTtagtiudiuiu 2,434,126 Suum
Usenausme (1.1) s1e318Usedn 1ndnelasnuiu 2,084,585 auum Ancdudnsinisidninedes

az 82.3 Ya9lusuUssanaeseUsesmdlouasunlas (2,532,487 a1uun) 991974
Weafudnew 111,858 duum vidseAnlusosas 5.7 detl Jsfianmgvdninainnosmuiaziiumu
yudsu (nesundnUszAugunmuisninagnesulssunizaiainmaiielrsugiogusnuay
dsp) $53amAa eadnsUnATEIAIUBIAUNTENTINITAGY NTENTANTALANEY AN mans
FWouazuInNTIN NT2NIWWINIU @1U519NSFITRd TN UIENSFUUATNTZNTWUTONUII LA
Me1UNE1ANIAIVANYBIUIENSTUURSNTENTWANYIZNNT MI8UBATEVRIST NIENTIINS
faUsena driinuieniguusd waznsennanunsiazaunsal lnaegenivanfedulnng.

waz (1.2) sreg1eamu Lndeladiua 349,541 duum Aandusnsinisidninesesas 53.6




Uszanauniawrsugiane Yszanlngunad 3/2566

Y9929 wIUUTEINANTggaunadlawUdyuwlad (652,513 d1uuv) aandidianediutney
53,096 d1uum seAnlusesar 17.9 del laadannguanunainnsznsnununsuasannsal

[

NOWULAZRUNUMLWIBY (NBUdLESNINeImIans FTuuazuinnTsy) NTENTNANUIAL Uz

$93a e Wndeganinvadeiulney

AN5199 8 WaN15LUNINBIUUTEINUIUG b ATUNARINVRIUIUUTENI 2566 (A.A. 65 — 3.8, 66)

Yauusenna

Usslamanedng NSRRIt 2566 . % uasete
(yihae: duum) 1891 (5.0, 65 L:jji;f; -

1.8. 66) Juuszane
1. 9183180090 3,185,000 2,434,126 73 76.4
1.1 9897858 2,532,487 2,084,585 5.7 82.3
1.2 s1938a99u 652,513 349,541 17.9 53.6
2. eanetneu 189,974 131,378 -20.4 69.2
3. 91891859 (1+2) 3,374,974 2,565,504 5.4 76.0

107 NIUVYTNAN UdzaININUATYININITAAY NTLNTNAITAGT

3. §1uENIARUNUUsENIM 2566 (9.A. 65 - 3.8. 66)

FIUTNITASIVDITTUIAMINTTUUNTERARUAR TauUTeannl 2566 (1.A. 65 - 1.8. 66) WU
Sgunadiselfihdwndasiuou 1,957,045 uum wadimadndissulssanasusiau 2,565,504
duvm denaliinaliusudszanavinnasiuiu 608,459 d1uum uaziilosiudunaiiy
uansulszanniinnng 97,989 duu vilvinatuannouduinnasiuau 706,448 Sruuw el
Ssunalausmsuanlvgenndesiuanudeinisiddulag yalsen1suananienseeniusing
$1uau 435,243 dwum dwalinaiuan MEmsiRuiosnwensungg) 1ARasLIY 271,205
Fuum Lavdamaliiunieds o Audouiine 2566 S5y 352,814 d1uum
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151971 9 FUN1IAIUIUUTZNI 2566 (9.0, 65 - L8, 66)

9 UL Wisuisu
(mbagdmum) Yauuszane Yeuuszann . Wasuwlas
2566 2565 i Souazsial
1. 578lel 1,957,045 1,891,694 65,351 35
2. 518978 2,565,504 2,434,146 131,358 5.4
3. paRuIUUsTIN -608,459 -542,452 -66,007 -12.2
4, @aﬁuuamwszmm -97,989 -79,455 -18,534 -23.3
5. pakuanneu (3+4) -706,448 -621,907 -84,541 -13.6
6. Rufiftevavenisvinga 435,243 621,075 -185,832 -29.9
7. fakuannasr] (5+6) 271,205 832 -270,373 -32,496.8
8.3 UAIARIALIIN 624,019 588,747 35,272 6.0
9. RuUAIAFIUA9IA 352,814 587,915 -235,101 -40.0

147 : NTUUYINAN UaraInINUATYFNINITABY NT2NTNITAAD

4. vilesses
nilansnsuzasfing i Auioufiguisu 2566 fd1uru 10,923,183 druvv vioAndu
Yoway 61.15 w09 GDP uanidionBeuiisutuiounouni vilassauranasavs 35,733 duum T
W (1) ni¥gu1adiuiu 9,558,050 druun (2) wilsgiamAadiuau 1,085,379 é’mm‘m
(3) yilsgiamAafifuanituneiu (ﬁmamﬂimu) S 223,508 MU wa (@) wilviaeau
Buves¥sTIuau 56,245 E1uutn muddy el 3“@wumﬁﬁmvmmqmasﬂmvmwuLaammw
agviouldan (1) niassuzasiaiunilulssmaisfosay 98.42 vemilarsisazasdig
(2) wilasrsrasdnadunisrasenudsuengaavdedosay 88.17 vowmilasisnrasdne uay
(3) dndrumilanssnizasinaio GDP Ssogmelsinseuitevamsndeiiliifiuosas 700 ves GDP
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M13197 10 ¥EFITULAIANN QI FuLRBULIgUIEY 2566

wHa151504TAIAS a Auloy
% of GDP

(Wida8: §1uUm) fl.9. 66
1.niis§ua 9,558,050 53.51
2.ilsghamAe 1,085,379 6.08
3 wipiamiaiduanitunisfu Gsuiadsedu) 223,508 1.25
4.'1/1?:‘1/1‘14'38@1145%9&%’2 56,245 0.31
ilanssa s 10,923,183 61.15

MIELYG: FRFIUAD GDP AuIlng Uy, 17 : d11naUSnIsulansIsaly NseNTIanITAad
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AIANISHNU

F1e9unsAsegnanstulnelulasutg 2 U 2566

d ¥
¢ a =K

Q Tulasunadl 2 Y 2566 snsnenileRudhnuazdnsiaeniletuduiuduiniu

7Spuay

lnudnsineniolusnisyinssesiia 1 Yvassuinsmalvduunieg 5 e iiaduog
1.40 0¥ wardnsinanilenug MLR ladgvessuimsmasduunnlvg 5 une iuduegiisosay

6.92 el (NNA 1) N9l 8RS IRUNNUSUManaIdINaL ORI IABNLUERUNINTAILNDS &4 Lhau
nINYIA 2566 agfisesar 1.17 el YeNdnsnenileRuliuviaseeysesay 6.68 sl

Q 1ull 2566 madrdaneendetuinuazdnsmendoiufusesuiudiiniy
aunalnnisdeiuvasuleutenisitu Jsaugnssunsuloviensiulssiiuinasvgialned
wnliuiiuiegaseanios nnisiiusvesniansvieiion wasnsuslaaniaenvu vued gu
askandsssmadgatrasasinsianiasnsesUsuATlusrazaoly FusnsGuiilousy
anasuazduuliunssilunsouitmng uwidinsiesinnuanudssdiugs el iy
ulsuremsiuasqualiiuilesglunsoudmuivedisdidu wastioaiuaiosnimasugia
naduluszezen nufsinmdanuanisnveslevienmaiulunissesiuauliuiveuly
sovdnamihileglusedugs Inensusuiunendeulovefiufuasfinnsanlimneaufuult
LagAMUAeLATYgRILAY R
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ovay 1.0 Mntraioafureslney wevenefsiuitosas 0.3 Mnlasunaneuntin (vdwdana
yaggna) wenani Welesginnudliaudeonuidudelusuinsdudinimadilusnd
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dnlugandunisiuiisusnidu (Deposit in Depository Institutions) & ﬁymﬁauﬁqmﬂu 2566
wadsstuanlasunaneuntin duonnsdinswosduring vy 24.56 Sruduuin Andunis

Yeeiafisosas 2.1 MNHIufeiuvesUneuy vieradisuisevay -0.2 Mnlnsuaneuntn (Mas
iananegania) InedleoSeuiisuiulasunaneunt Jusurinlusuimsmdivdiinisuasislu
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Rethinking the Local Currency Trade Illusion:

an Investigation on Exchange Rate Volatility™

Executive Summary
Introduction to the New FX Ecosystem

e One of the Bank of Thailand’s plans to improve the FX Ecosystem is to directly
exchange THB with other local (mostly ASEAN) currencies, rather than converting
THB to USD.

e Asian currencies are estimated to be less volatile than USD so this would mitigate
exchange rate risk as Thai investors and firms engage in international trade.

Problem statement

e Using standard deviation calculations from exchange rate returns, we found that
some ASEAN currencies are more volatile than USD (eg. VND and LAK), while some
are less volatile (eg. SGD and BND).

e USD’s volatility lands roughly in the middle over the past 10 years (2013-2022) — it
is not as volatile as expected.

Next steps

e Focus on improving financial literacy among Thai people: teach them risk mitigating
strategies such as hedging.

e If Thai investors begin to trade more often with ASEAN and other Asian currencies,
these currencies will rise in liquidity and might be less volatile — perhaps even less
volatile than the USD. This is a prospect that policy makers may want to investigate.

1. The FX Ecosystem Strategy

Amidst the push for the use of local currencies in trade between Asian countries,
doubts have been raised about whether it will actually reduce the exchange rate volatility
or not. In 2021, the Bank of Thailand organized a media briefing introducing the new “FX
ecosystem”. This strategy aims to reduce risk and mitigate fluctuations within the private
financial sector.

The BoT’s plan involves 1) Encouraging the usage of local currencies for trade within
countries as opposed to using USD, which the BoT claims to be more volatile than the
currencies of our Asian neighbors. 2) Greater flexibility in transferring funds outside of
Thailand entails allowing the transfer of larger funds, from 50,000 USD to 200,000 USD. The
BoT also plans to increase the limit for investment in securities for small investors from 5
million USD to 10 million USD. Despite this increase in fund limits, risk is mitigated by the

usage of notional pooling to calculate interest before any actual fund transfer. 3) Finally,

12 Author: Htairut Sinpatanasakul and Nichada Tanchaya
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the BoT aims to expand the scope of the Non-Resident Qualified Company (NRQC) program
to permit foreign companies engaged in transactions with Thai firms to participate in local
projects. Moreover, foreign investors will be permitted to invest directly in Thai financial
institutions, instead of being restricted to using foreign financial institutions as intermediaries
(BoT).

The BoT theorizes that USD is significantly more volatile than the currencies of
fellow ASEAN countries and major East Asian investors, Japan and China. BoT predicted
currencies such as MYR, IDR, JPY, and CNY to be less volatile as USD currency trends are
seen to be constantly fluctuating (Bank of Thailand). However, at times, USD volatility may

not be drastically different from local currencies.

2. Data Analysis

Analyzing the currency exchange rate from all countries in ASEAN: Thailand,
Philippines, Myanmar, Vietnam, Indonesia, Brunei, Laos, Cambodia, Malaysia, and Singapore.
As well as the United States of America will help determine whether the BoT’s claim is
valid or not. All of the currencies are converted to THB to ensure consistency for all
exchange rates. The time period we looked at was from 2003 to 2022 - though we would

inevitably narrow this time frame down when calculating the volatility.

Table 12: *Average exchange rate of USD, MYR, SGD, PHP, IDR, MMK, KHR, LAK, VND, and
BND to THB per day and the returns from each day

- . o . o . o . - . o . o . o . - . - . o

06/27/200

3 41.771 10.968 23.745 0.776 5.026 6.72 0.011 0.006 0.003 23.721

06/30/200 0.66074 0.793216 0.572752 1.159793 0.835654 0.729166 0.602841
3 42.047 54933 11.055 6302 23.881 1583 0.785 814 5.068 5961 6.769 6667 0.011 0 0.006 0 0.003 0 23.864 3642
07/02/200 0.23307 0.244233 0192621 0.493291 0177278 0.284948
3 41.949 25141 11.028 3786 23.835 7495 0.785 0 5.093 2391 6.757 7709 0.011 0 0.006 0 0.003 0 23.796 0389
07/03/200 039810 0290170 0025173 0254777 0019634 0325588

3 41782 24577 1099 4752 23829 06482 0783 0701 5092 79285 6735 2788 0011 0 0.006 0 0,003 0 2379 0
07/04/200 0.27284 0.363768 0.327332 0.383141 0.353495 0.341499 0.348798
3 41.668 47657 10.956 6431 23.751 2422 0.78 7625 5.074 6795 6.712 6288 0.011 0 0.006 0 0.003 0 23.713 1173
07/07/200 0.15359 0.200803 0.113679 0.128205 0.453291 0.163885 0.067473
3 41604 5085 10934 2129 23778 424 0.779 1282 5.097 2889 6701 5781 0.011 0 0.006 0 0.003 0 23729 53772
07/08/200 0.11296 0.100603 0391117 0.353148 0.089538 0273926
3 41651 99067 10945 6217 23685 B84 0.779 0 5079 9111 6707 87479 0011 0 0.006 0 0.003 0 23664 4191
07/09/200 0.07922 0.127912 0.118218 0.157511 0.089458 0.109871
3 41.684 97904 10.959 2887 23.713 2816 0.779 0 5.071 3211 6.713 77441 0.011 0 0.006 0 0.003 0 23.69 5348

Source : the Bank of Thailand
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From this, the volatility can be calculated by finding the standard deviation of the
returns. The SD of currency returns for each year over the span of 9 years (from 2013-2022)
was calculated to gain perspective on volatility rates over different time periods as they
may vary due to the severity of influencing events in that year. The table below presents
the SD (volatility) of each currency for each year and is organized from lowest to highest

volatility.

Table 13: Currency volatility of each year - 2013 to 2017 (USD, MYR, SGD, PHP, IDR, MMK,
KHR, LAK, VND, and BND to THB)

Currency 2013 Currency 2014 Currency 2015 Currency 2016 Currency 2017
LAK/THB 0 KHR/THB 0 VND/THB 0 VND/THB 0 LAK/THB 0
0.2655226 0.2789152 0.1668535

SGD/THB 0.3233783 LAK/THB 0 PHP/THB 047 PHP/THB 081 SGD/THB 312
0.2871371 0.2874630 0.2128634

BND/THB 0.3368730 VND/THB 0 SGD/THB 771 SGD/THB 664 USD/THB 146
0.2088794 0.3000352 0.2941079 0.2158418

PHP/THB 0.3733422 SGD/THB 097 USD/THB 127 USD/THB 377 MYR/THB 973
0.2175276 0.3022459 0.3085203 0.2599534

USD/THB 0.3853640 BND/THB 136 BND/THB 032 BND/THB 105 PHP/THB 338
0.2470763 0.5440227 0.4837139 0.2767837

MYR/THB = 0.4270684 USD/THB 649 IDR/THB 133 IDR/THB 314 BND/THB 282
0.2804119 0.5837278 0.5340322 0.3131753

MMK/THB = 1.0185583 PHP/THB 151 MYR/THB 3 MYR/THB 857 IDR/THB 799
0.2926429 1.0387103 1.3408810

IDR/THB 1.1283543 MYR/THB 874 MMK/THB | 0.9737168 MMK/THB 06 KHR/THB 47
0.4343306 1.7185221 1.0706572 1.4156819

KHR/THB 1.7220561 IDR/THB 205 KHR/THB 44 KHR/THB 91 MMK/THB 43
10.134692 0.9326468 5.0396347 2.8982695 11.077827

VND/THB 97 MMK/THB 882 LAK/THB 67 LAK/THB 78 VND/THB 13

Source : Calculated by the authors
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Table 14: Currency volatility of each year - 2017 to 2022 (USD, MYR, SGD, PHP, IDR, MMK,
KHR, LAK, VND, and BND to THB)

Currency 2018 Currency 2019 Currency 2020 Currency 2021 Currency 2022
0.2377116 0.3339934
SGD/THB 076 VND/THB 0 VND/THB 0 VND/THB 0 BND/THB 768
0.2842264 0.2143627 0.2769638 0.3375329
USD/THB 375 BND/THB 469 SGD/THB 608 LAK/THB 0 SGD/THB 665
0.2918621 0.2147690 0.2929832 0.2714539 0.4298866
PHP/THB 881 SGD/THB 021 BND/THB 529 BND/THB 924 MYR/THB 562
0.2942829 0.2548634 0.3361389 0.2735603 0.4510136
BND/THB 763 USD/THB 467 MYR/THB 096 SGD/THB 205 PHP/THB 656
0.4289480 0.2752411 0.3496466 0.2868651 0.4547196
MYR/THB 335 MYR/THB 468 PHP/THB 395 MYR/THB 719 IDR/THB 764
0.4298719 0.3239833 0.3636986 0.3361529 0.5099284
IDR/THB 217 PHP/THB 779 USD/THB 906 USD/THB 39 USD/THB 095
1.2038298 0.3651645 0.5550524 0.3415797 1.6414021
KHR/THB 25 IDR/THB 496 IDR/THB 045 IDR/THB 417 MMK/THB 26
1.2173128 1.1247673 1.3810659 0.3545686 2.1471887
MMK/THB 85 MMK/THB 84 MMK/THB 32 PHP/THB 044 LAK/THB 55
29147371 1.5971914 1.7256101 0.9202237 2.6441386
LAK/THB 99 LAK/THB 12 KHR/THB 75 KHR/THB 52 KHR/THB 35
6.4373946 2.2516265 5.9866970 1.5542849 12.484430
VND/THB 42 KHR/THB 99 LAK/THB 52 MMK/THB 14 VND/THB 14

Source : Calculated by the authors

As the years go by, it can be observed that USD’s volatility in comparison to the
other currencies remains roughly in the middle in terms of ranking. In 2013, USD ranks as
the 4th least volatile currency while it ranks 5th most volatile in 2022 - its volatility does
not change frequently but as the years increase to the current year, 2022, volatility rates
are seen to increase as USD continuously moves up the ranking since 2019. This may be
attributed to the unpredictable occurrence of the global pandemic, COVID-19, as it left a
significant impact on the economy worldwide, and with the US being one of the leading
economies of the world, the impact may have been more severe. The US has also been
hiking up their interest rates, and the ongoing trade war between China and the U.S. has
harmed around 18% of the USA's imports (3.6% of GDP) (CEPR).

Meanwhile, ASEAN countries drastically fluctuate in terms of their relative volatility
over the course of the last 2 decades, making them considerably more unreliable to convert
between. For example, VND placed as the most volatile 4x and the least volatile 6x over

the course of the 20-year period. LAK also starts off being one of the least volatile currencies
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and lands as 3rd most volatile in 2022. However, while VND and LAK are extremely volatile,
currencies such as SGD and BND are less volatile and have volatility rates that are mostly

consistent throughout the 10-year time frame.

Graph 33: Currency volatility of each year - 2013 to 2022 (USD, MYR, SGD, PHP, IDR, MMK,
KHR, LAK, VND, and BND to THB)

= MYR/THB
12 == SGD/THB
PHP/THB

10 IDR/THB

= o == MMK/THB
g KHR/THB
g 6 == LAK/THB
E == VND/THB
3 4 == BND/THB
== USD/THB

0 T ———— —
2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Year

Source : Calculated by the authors

This graph illustrates the data from ‘Table 2’ in graph form, so changes over the
years are clearly indicated through trendlines. As mentioned earlier, VND and LAK are
extremely volatile. It is evident that their volatility rates are not only extremely high, but
fluctuations between each year are severe. In comparison to all 10 currencies, USD is one
of the most stable in terms of volatility. While occasionally it may have higher volatility
rates than other currencies, its actual volatility remains consistent; volatility rates of all years
are within 0.21 - 0.39, excluding 2022. Although the volatility of USD in 2022 is at its peak,
0.5099, all volatility rates for every currency in 2022 is seen to have a drastic increase from
the previous year. While in some years VND’s volatility rate is 0, in other years it exceeds
10, demonstrating a large range of fluctuation and establishing the currency’s volatility as

extremely unpredictable.

Strategies going forward
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The data gathered indicates that the FX Ecosystem may be misguided in its tactic
to promote domestic currency exchange. THB to USD is one of the most stable in terms of
volatility ranking compared to other Southeast Asian currencies. As volatility differs, with
ASEAN currencies fluctuating drastically between years, the exchanging of domestic
currency might only be applicable for short-term usage in certain years. Thus, authorities

may want to reconsider whether to stray from using USD conversions or not.

However, this situation is not so clear cut - it may actually be in traders’ interest to
switch to using local currencies. Although the data points to quite a few ASEAN currencies
being more volatile than USD, this could change in the future based on whether traders
shift to using local currencies or not. Currencies like VND, KHR, and MMK; will likely be more
volatile because they haven’t been used in currency conversion in the past. Traditionally,
USD has been considered the “global currency” and is the currency that appears most
frequently in the Forex major currency pairs. Since it is traded often, its liquidity is high,

which hypothetically establishes it as a low-volatility currency (Blueberry Markets).

Moving forward, if Thai investors begin to trade more often with ASEAN and other
Asian currencies, these currencies will rise in liquidity and might be less volatile — perhaps
even less volatile than the USD. This is a prospect that policy makers may want to

investigate.

Another approach to mitigate exchange rate risk would be to improve on previously
employed methods. As the volatility of exchange rate changes over the years, it would be
impractical to keep changing the currencies that THB is converted to. Not to mention,

difficult and tedious to predict based on the plethora of factors involved.

In the meantime, policy makers could focus on how to best handle the inevitable
risk traders must face. Authorities should aim to improve financial literacy, through organized
programs and increased media literacy, so Thai traders can effectively respond and protect
against the risks of a volatile exchange rate. Traders should be encouraged to use risk-
diminishing tactics or hedging. Using natural hedges to invest in inverse risks and investing
in multiple countries are both ways to protect yourself against your own currency
depreciating. The exchange rate for one's other investments may remain favorable and
offset any losses you make. Furthermore, forward contracts should be used to set a fixed
exchange rate prior to the time of buying/selling to avoid being confronted with an

unexpected exchange rate in the future.

By improving Thai traders’ knowledge of the aforementioned ways to reduce

exchange rate risk, we can negate the harmful effects of exchange rate volatility in a
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predictable way, rather than attempting to rely on the ever-changing volatility levels of

Southeast Asian currencies.
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Thailand Debt Analysis®

Executive Summary

O Public debt has seen a spike due to the pandemic rising by 3.6 trillion baht from
2020 to 2023. Moreover, based on the latest information, Thailand’s public debt to GDP
currently stands 61.3%, comparable to that of Myanmar (62.5%), Philippines (60.9%), Laos
(68.0%), and Indonesia (40.9%) among other ASEAN countries. From 2022 onwards,
Thailand’s debt for budget deficit financing is increasing on average by 45.2-billion-baht
MoM. However, this trend is expected to decline as the economy recovers from Covid.
According to the same time frame, Advanced loans for debt restructuring are also increasing
on average by 8.6-billion-baht MoM, indicating an increased impression of the government’s
credibility and a more proactive bureaucracy who tries to enhance their country’s debt
management strategy.

O Private debt has also increased consistently in the past decade, growing by 9 trillion
from 2013 to 2023. Particularly concerning is household debt, of which 55.9% are related
debt for consumption related purposes according to the latest data. Using that same line,
GDP to household debt for Thailand is also high, currently at 90.6%. Comparable to the
latest of that of Japan (68.3%), Hong Kong (96%), and South Korea (105%)-Annual Summary
2022. The past decade has witnessed consistent growth in household debt primarily used
for real estate purchases. SM Personal Consumption Loans total 31.8% of total SM loans,
amounting to 357,452 trillion. Those for automobile financing constitute 46.1% of total
Personal Consumption SM Loans and are increasing in share every year.

O To address the crisis, the government has implemented short, medium, and long-
term solutions. These include debt restructuring, debt prevention programs, financial
literacy initiatives, job creation, and workforce savings encouragement. However, addressing
the unique structure of household debt in Thailand, primarily driven by consumption,
requires a focus on improving financial literacy, employment opportunities, and wages.
Enhancing labor through reskilling, upskilling, and educational reforms can pave the way for

economic growth, better income, and sustainable debt management.

13 Author Jirapat (Sante) Saruayjirawat, an intern at the Fiscal Policy Office in the Macroeconomics Policy Division—
Forecasting division. Special thanks to Dr. Pisit Puapan, Director of Macroeconomic Policy Division, Dr. Pongnakorn
Pochaporn, Specialist in Macroeconomics, Dr. Youthapoom Charusreni, Director of Macroeconomics projection Sub-
division, for being my advisor on the process of researching and writing this article. A disclaimer that this article

includes some of the writer’s perspective, and not that of the organization
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Introduction

Thailand, a vibrant and developing Southeast Asian nation, has experienced
remarkable economic growth over the past few decades, slightly hindered by the COVID
crisis. However, as with any thriving economy, the accumulation of debt remains a critical
factor that warrants careful analysis and consideration. This paper aims to examine the
intricacies of Thailand's debt landscape, both in the public and private sectors, and shedding
light on the distribution and implications of debt within these realms. By closely scrutinizing
the dynamics of public and private deb, a holistic understanding of the challenges and
opportunities that Thailand faces in managing its debt burden will be provided for further

analysis and consideration in the instance of any policy creation

1. Public debt analysis

For the first section of our analysis, we will investigate Thailand’s public debt,
including its circumstances, outlooks, and potential for the economy in the future.

Public debt is referred to as the accumulated financial obligations incurred by a
government or public sector entities at various levels (national, regional, or local) to finance
public expenditures and bridge budgetary shortfalls, borrowing from domestic and foreign
creditors through the issuance of bonds, bills, or other debt instruments. Public debt serves
as a mechanism for the government to meet their financial obligations and to manage their
fiscal affairs, carrying weighty implications for economic stability, as excessive public debt

can strain public finances, increase interest payments, and limit fiscal flexibility.

Distribution of public debt

As presented in (figure 1.1), there has been a steady increase of Public Debt year on
year in each May from 2017 to 2023 which is not a major concern. These previous years
from 2020 onwards to 2022 were an unprecedented time, filled with constant panic and
worry, accompanied by economic instability. Governments throughout the world, Thailand
included, prioritized safety as their imperative, hence, borrowing extensively to subdue the
pandemic, as seen by the spike of borrowing from the margin between 2020 and 2021
(figure 1.2). After the conflagration ended, expectedly, the government borrowing margin
year on year starkly decreased, returning to its previous level. Therefore, although it may
take some time for the world economy to heal itself back to its once healthy state, with its
circulating commerce, rich investing, and various supply chains, the fiscal policy office

forecasts that the government spending trend will steadily undo itself.
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Fig 34 Public Debt YoY Fig 35 Margin Difference of Public Debt YoY
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Moreover, in contrast to other countries in Asia, Thailand’s Government had handled
the COVID relatively well, managing through the crisis with an increase of 19.56% through
2019-2022, when compared to that of Singapore which rose by 41.5%, Philippines by 21.39%,
and Myanmar by 23.7%, respectively. (Figure 1.1.1 & 1.1.2)

Fig 36 Public Debt to GDP Per Country Fig 37 Margin Difference of Public Debt per
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Public debt, as of May 2023, stands at a total of 10,958,916 million baht, with most
of the public debt borrowed by the Government itself, accounting for around 87.6% or
9,599,147.74 million baht. Followed by State Enterprises with 9.9%, 2.0% Financial State

Enterprises with Government Guarantee, and Government Agency Debt with less than 1%
(Figure 1.3).
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Fig 38 Public Debt Distribution
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Out of this whole, 91.8% of the 9,599,147.74 million baht of Government debt is
direct debt, 6.9% owing to debts borrowed by the government to repay damages to the
FIDF, the majority being from the 1997 financial crisis, and 1.4% for Advanced Loan for Debt
Restructuring (Figure 1.4). The 6.9% of debts borrowed by the government to repay the
damages to the FIDF (Financial Institution Development Fund) is decreasing consistently,
month on month and year on year, indicating a healthy sign of the government’s stability

and ability to repay debts (Figure 1.5).

Fig 39 Government Debt Distribution Fig 40 Compensation Debt for the FDIF
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Examining the 8.8 trillion baht’s worth of direct government debt are two major
factions: domestic borrowing which takes a share of 98.5%, and foreign debt as the other

1.5% (Figure 1.6). Foreign debt is currently worth 131,071 trillion Thai baht, composed of
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funding loans for projects and initiatives of the government-59.7%-and the other as On-
lending loans (Figure 1.7). The overwhelming share of domestic borrowing is a positive sign,

reflecting the sustainability of the country’s financial system and economic durability to be

able to withstand external pressures.

Fig 41 Direct Debt Distribution Fig 42 Foreign Debt Distribution

Foreign Debt

Domestic Debt

Source: Public Debt Management Office Source: Public Debt Management Office

On the other hand, domestic borrowing is currently worth around 8.67 trillion baht.
Comprising over three fourths of the distribution is the Debt for Budget Deficit Financing and
Debt Management, followed by Covid Loans under the Royal Decree in 2020 and 2021,
making up 9.9% and 5.0% of the total domestic borrowing. Henceforth, Support Loans for
Economic recovery and resilience (LQUﬂLW@WuWLLa Lasmaiwmmmummqmwﬁﬂﬂ) On-
Lending Loans(NuiﬂMQma), and Urgent infrastructure Loans (LWQLWEJmiWG.uu’]ﬁuU‘UUSWﬁ
FannsnSnennsinuarsYUUTLAINInULST BRI IRIL). (Figure 1.8)

Fig 43 Domestic Debt Distribution
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Fig 44 Debt for Budget Deficit Management
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The overall trend of Domestic government debt remains optimistic as the majority
of loans—the COVID Loans under the Royal Decree for 2020 and 2021, Support Loans for
Economic recovery and resilience, amongst many others—are being cleared off.
Nevertheless, there are also some movements worth considering. Most notably is the Debt
for budget deficit financing and debt management (Lf‘luf:]"?mL%ﬂﬁ‘mmawﬂ’i%mm haENT
U‘%M’]‘iwﬁ) that is increasing consistently MoM in these past years. While this could create
false implications for market perception in a country's government and economy for
international investors regarding the investment’s safety (Figure 1.9), this could also indicate
the realization of the government, and the urge to improve the current state of the
economy through means of monetary and fiscal policy, hence the increase in borrowing.
Nevertheless, as the moment of political transition and global economic turbulence
pacifies, the Ministry of Finance expects this trend to be in a steady reversal.

Nonetheless, one emerging trend that could be seen in the distribution of
government debt is the increasing value of advance loans for debt restructuring (Figure 2.0).
This trend is often an optimistic sign of a country’s economy. The ability for a country to
be able to reconstruct and refinance its loans indicates one of two major things: an
increased impression of a government’s credibility from the international sphere, allowing
them to have access to more favorable borrowing terms such as better interest rates, more
flexible repayment terms, and longer loan tenures among many others, or a more proactive
bureaucracy which tries to enhance their country’s debt management strategy by means
such as reducing reliance on short-term debt, diversifying sources of financing, or aligning

debt repayment schedules with revenue flows.
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Fig 45 Advanced Loans YoY Fig 46 Government & Financial
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While government debt greatly contributes to the overall public debt, there are also
the state enterprises and the financial state enterprises which constitute around the other
one tenth (Figure 1.3). These debts are still in a positive and stable condition, swaying only
ever so slightly along the currents of global politics movement and economic cycles, having
domestic debt significantly dominating the share of foreign debt (Figure 2.1). The fiscal policy
office forecasts that as the economy grows throughout the next few years, international
borrowings will decrease along with the uninsured borrowings deemed unqualified by the

Government as Thailand strives for further financial prosperity and stability.

2. Private debt analysis

Private debt is also an empirical component in understanding Thailand's economic
outlook and assessing the effectiveness of the government's fiscal policies. As a vital
indicator of financial well-being and consumer behavior, household debt plays a significant
role in shaping the country's economic landscape. This section aims to examine Thailand's
household debt situation, offering insights into its magnitude, trends, and potential
implications for the broader economy. By analyzing the factors driving household debt
growth, evaluating debt sustainability, and considering the government's fiscal policy
responses, this analysis will provide a comprehensive overview of the household debt
landscape in Thailand and its implications for the country's economic outlook.

Private debt in this past decade has been growing consistently, from 17.1 trillion
baht in May of 2013, to 26.2 trillion in the corresponding month in 2023, with an increasing
ratio of household debt to total private debt (Figure 2.2). This trend could be justified by
several factors, especially after being examined with the margin, year on year, of the private
debt. From 2014 to 2017, Thailand has seen a period of economic stability, with the average
margin decreasing by 800,000 million baht every year. However, this trend quickly reversed

itself in 2018, with the margin skyrocketing to over a million, peaking at 2019 before falling
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back again (Figure 2.3). At that time, Thailand experienced great economic expansion, which
was followed by a more satisfied consumer sentiment. The various policies that stimulated
borrowing to fuel economic growth in the country, such as the record low interest rates of
banks and the increased accessibility of borrowing, also contributed to the increase of
household debt. As those borrowers became satisfied with their loans the total private debt
margin quietly declined, before rising again due to the situation of COVID. In this instance,
household debt also drastically increased, but not for a welcoming reason.

Fig 47 Private Debt YoY by Distribution Fig 48 Total Private Debt Margin
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Distribution of household debt

In our current fiscal year, the first quarter of 2023, household debt for consumption
is still used primarily to purchase real estate, making up 44% of the total household debt
usage. Its value has been growing continuously for the past ten years, indicating an increased
understanding of financial literacy from the citizens of the country as they begin to borrow
for profit (Figure 2.4). Despite this, the ratio and share between fruitful investments and
loans for consumption, which does not provide profit, is still alarming (Figure 2.5). In
developed countries with high correlation of citizens’ financial literacy competence, the
average ratio of sustainable-real estate-debt over total household debt is 2 to 3. However,
for Thailand, the opposite is true, with real estate debts accounting only for 1 out of 3 of
total household debt.
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Fig 49 Household Debt per Use YoY Fig 50 Household Debt Per Use: Q1
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Moreover, the Household debt burden of Thailand is consistently gsrowing, averaging
an additional 634,101 million baht per year from Q1 of 2013 to the corresponding quarter
in 2023. Using the standard measurement to determine the magnitude of household debt
using household debt to GDP, Thailand’s household debt has been on a steady increase
throughout the last decade, amounting to 90.6% (Figure 2.6). In addition, when compared
to other neighboring countries, Thailand has a substantial amount of debt that is significantly
higher than those of Indonesia (9.2%), India (14.3%), and Singapore (55.7%), among others.
Contrastingly, Thailand lands in 3rd, comparable to that of other developed countries that
had already experienced their peak of economic growth, categorizing them as a mature
economy. The countries that fall under this category include South Korea (108.2%) , Hong
Kong (96.0%), and Japan (68.0%). (Figure 2.7)
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Special Mention (SM) loans

In this section, the fiscal policy office turns their attention to a vital indicator - Special
Mention (SM) loans, to unravel the complexities of the household debt crisis.

Special Mention (SM) loans are a classification of credit that falls between performing
loans and non-performing loans. SM loans represent those loans that exhibit early signs of

potential credit weakness or irregularities, requiring closer monitoring and attention from
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lenders. These loans have not yet defaulted, but their delinquency status places them
under heightened scrutiny to prevent further deterioration in the borrower's repayment
behavior. In this instance, the fiscal policy office will use the personal use SM loans to
determine the status of Thailand's household debt crisis and the implications it will have
on the overall Thai economy.

According to the latest information, SM loans in Thailand is currently worth 1.1
billion baht, and have been growing consistently in the past decade, spiking during the
COVID pandemic (Figure 2.8). The trend of rising SM loans in the country signals a growing

vulnerability within the credit market, as borrowers show early signs of potential credit

weakness.
Fig 53 Total SM Loans YoY Fig 54 SM Loans Distribution
Source: Bank of Thailand Source: Bank of Thailand

As of current, personal consumption SM loans is the largest contributor to SM
loans, constituting around one third (31.84%) of overall SM distribution (Figure 2.9).
Breaking it further down, the largest contributors to the personal consumption SM loans
are the automobile loans with 46%. (Figure 3.0) And this sector has been growing in
capital consistently, rising even higher after COVID, in accordance with the upswing of
consumer sentiment from years of financial stagnation and various fiscal and monetary

policies of the government to proliferate spending. (Figure 3.1)
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In recent years, Thailand has witnessed a concerning trend of escalating SM loans,
with a significant portion attributed to personal consumption. The rise in SM loans for
personal consumption indicates an increasing burden on household debt, demanding
careful monitoring and strategic interventions. Particularly alarming is the one-third share of
these SM loans allocated to automobile financing, reflecting a surge in consumer sentiment

for superfluous needs that could not be met without loaning.

3. Policy recommendations

As such, the policy makers and government must guarantee a financially sustainable
state and economy that doesn't hinder citizens' lives. To achieve this, the Fiscal Policy Office
will assess various policies addressing household debt, considering both existing
implementations and other possible solutions that could be adapted to Thailand's context.

To combat the problem of Household debt, the Ministry of Finance along with other
government agencies have devised solutions catering to the short, middle, and long run. For
those of the short runs that need immediate patching, the Government reduced the
debtor's debt payment burden in various ways than extending the repayment period alone,
such as debt restructuring through means of lower interest rates, debt consolidation, debt

to equity swaps, among many others.

In the middle term, the government has also created initiatives aimed at educating
citizens about debt in various forms along with providing options for them. For instance,
the Debt Solving Fair in which financial institutions jointly help restructure debt for debtors
who have debt repayment problems and the promotions of debt solving agencies that is

easily accessible both physically-in local villages and communities-and digitally.

In the long run, the Government aims to solve the problem by creating lasting
impacts to the citizens’ lives educationally and supportively through monetary means. Such
initiatives include Debt prevention programs which aims to prevent debt that does not
generate income, promotions of job creation to generate stable income, long term financial
literacy initiatives to enhance the citizen’s income and expenses management, and the
encouragement of workforce savings through various media and platforms for individuals in
the workforce to have sufficient savings that can be used for emergencies or emergency

expenditures.

With, Thailand is a unique country with an economy and demographics distinctive
of its own. Hence, aiming to implement those policies from other countries which have

proven successful in solving household debt may not be apt for Thailand. One of the
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greatest factors needed to be taken into consideration is our household debt structure,
which mainly consists of debts related to consumption, contrasting other countries which

consist mainly of real estate.

As listed before, the general reason that household consumption debt constituted
as high a ratio as it had was because of lack of financial literacy, insufficient employment,
and inadequate wage rate that does not allow one to live in accordance with the
satisfactory cost of living. Thus, the empirical solution to this problem should not be the
observation of successful policies which have applied well in other countries with distinct
circumstances. However, it should be the improvement of certain areas of which would

pose a great impact on the lives of the general populace—labor.

For that reason, the Government should aim to solve this crisis through the
enhancement of Thailand’s labor, both through the process of metamorphosing their labor
force’s skills and knowledge—reskilling and upskilling, along with educational revision of
current school curriculums—and the providing of encouragement for direct investment
which may spur economic activity and employment. Through these means, the Thai citizens
would be granted higher knowledge and capabilities, along with a wider array of

opportunities to choose from.
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Post-Covid Influence of Interest Rates & Exchange Rates on

Thailand’s Stock Exchange Movement*

Executive Summary

O The Thai stock market movements are explored by analyzing the impulse
response of SET (The Stock exchange of Thailand) to the change in policy interest rates and
the Thai currency’s exchange rate relative to the US dollar. Models are done using EViews
program to run a vector autoregressive model for statistical representation.

O Results in the post-covid term shows a counterintuitive outcome with
Thailand’s policy rate having a positive influence on SET, while the baht currency exchange
rate has a negative influence on the Thai stock exchange. The correlations could be implied
with several economic explanations that the stock market prices are influenced by the loss
during COVID-19, the global economic turmoil, economic recovery offsetting the loss, or
shifts in global power dynamics in the post-pandemic era.

O However, results from the post-pandemic and pre-pandemic regression have
shown some agreement in terms of impulse correlation and patterns. This suggests
Thailand’s economic productivity and industrial structures have degrees of influence the

Thai stock exchange.

1% Author Miss Virin - (Vicky) Ongpipatanakul an intern at the Fiscal Policy Office Macroeconomics Forecasting
division. Thank you Dr. Youthapoom Charusreni for being my advisor on the process of researching and writing this
article. A disclaimer that this article includes some of the writer’s perspective not the organization.
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The covid-19 pandemic has brought
disruptions upon the constructs of
humanity. To elaborate from a
microeconomic standpoint, the global
pandemic altered the behaviors of two
main economic agents: individuals and
businesses. This sort of behavioral
change arises as an offset of past
decisions or a response to the current

circumstance for survival. Humans’

9% o\

Source: bloomua

. Since humans’ act on their self-interest,

existing markets in a free market economy (except for monopolies and oligopolies) are

driven by the

Expanding into the macroeconomic view of things, all agent’s decisions are

. Putting it into context, the concept of interdependence clearly transfers

to the reason why consumptions and business practices has changed. As a result, there

are inevitable adaptations in several market movements.

A great market to explore the change in
market movement is the stock exchange. The
valuation of stock prices circulates around the
corporate’s financial performance, which is

dependent on the transactions of goods and

services as well as capital allocation decisions.

The Thai stock market movements are
explored by analyzing the

of SET (The Stock exchange of Thailand) to
the change in and the
Thai currency’s exchange rate relative to the

US dollar. Models are done using EViews

Key Words:

: unknown forces that drives
the free market price as result of each
economic agents acting on their self-

interest.

: a decision has some

influence on another decis

: Interest rates that

are set by the central banks

an econometric
analysis method that describes the
evolution of a variable’s reaction to

shocks in another variable.

program to run a vector autoregressive model for statistical representation. Results in the

post-covid term shows a counterintuitive outcome with Thailand’s policy rate having a

positive influence on SET, while the baht currency exchange rate has a negative influence
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on the Thai stock exchange. The correlations could be implied with several economic
explanations that the stock market prices are influenced by the loss during COVID-19, the
global economic turmoil, economic recovery offsetting the loss, or shifts in global power

dynamics in the post-pandemic era.
Post-Pandemic Stock Movements

To understand the stock movements in response to the change in Thai policy interest
rates and baht exchange rates, it is crucial to understand each individual behavior. As
shown in figure 1.1, the only variable that is rejected by the test at levels
is SET (the Thai stock exchange). The of 0.040 suggests that SET is reasonably
stationary, which means that the stock will eventually converge to a certain value in the
long-run. This clearly explains the volatility of the stock market that fluctuates along the
economic cycle. Although the unit root test claims the stock market is relatively
stationary, the low R-squared value of 0.015 reflects the stock market’s key behavior that
walks in @ random manner. This is particularly because stock market prices are
calculations of the net future cash flows, which depends on the capital allocation

decisions, scaling strategies, and sales volume.

In terms of the other two variables, figure 1.1 shows | Key Words:

that both the Thai Policy interest rate and the Thai .
: a claim that

Baht exchange rate are non-stationary as both . .
there’s no relationship between

variables has a p-value that are far above 0.050. . .
the variables being analyzed.

This implies that there is a consistent trend, in

which it is upward since inflation has consistently : the probability under

put an upward pressure on these variables. Since assumption of null hypothesis

these rates aren’t stationary, these variables are of the obtained result is equal

used in a growth form or in technical terms first to or more extreme than the

observation. (P-value < 0.05)

difference to adjust its statistical validity, which are

justified by the p-value of first differences in figure
1.1. Even though these variables are statistically valid, the r-squared value of these

variables’’ first difference is around 0.5 suggesting a moderate trend.

The low to moderate r-squared value of the three variables’ data sets clearly reflect on
the uncertainty of each variable’s movements as there are several external factors that

influence them. This means that the model did not cover all the other exogenous factors
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that will have a significant influence on each variable. Thus, as a disclaimer, the model
adjustments of applying differences into the vector auto-regression are likely to alter

some statistical characteristics, which may lead to modelling misspecifications.

Table 15 Results of Null Hypothesis Test to Verify Statistical Significance of Each

Variables
P-value at R-squared P-value at First R-squared
Levels Value at Levels Difference Value at First
Difference
SET 0.040 0.015 n/a n/a
Thai Policy
0.996 0.001 0.000 0.504
Interest Rate
Baht Exchange
0.501 0.023 0.000 0.439
Rate

According to figure 1.2 and 1.3, both graph shows that Thailand’s policy interest rates
have positively influence the Thai stock market. This is counterintuitive to the theoretical

correlation as the correlation tends
Figure 57 Post-covid Impulse response of SET to
to be negative, since higher interest .
Change in Interest rates (Levels)
rates increases the cost of capital to 25

invest and scale projects that could 2.0+ ;F‘
gain future cash flows. Despite of this «5—?
result, there are clear economic

explanations that supports this result,

which includes economic recoveries

in emerging markets, investment e NS

decisions to offset the loss during the 10~ e e
pandemic, and the Thai economic

structure.
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One clear explanation that suits this context is that the economy itself is in its recovery
stage and this applies to other emerging market countries (Mid-Year Market Outlook 2023).

In this stage of the economy, . .
Figure 58 Post-covid Impulse response of SET to Change
business and consumer confidence ) . .
in Interest rates (First Difference)

begins to restore. Thus, businesses

will invest and individuals will
consume more, which creates

positive cash flow for the business

which is generated from a
substantially higher volume of sales
relative to during the pandemic. As

economic fluctuations are a type of

systematic risk, economic recoveries 1 2 3 4 5 6 7 8 9 10
will bring positive cash flows to all
normal goods and services producing businesses. Hence, this improves the SET 100 (the

Thai stock exchange) performance to become bullish.

From a global standpoint, there are consensus from JP Morgan, Morgan Stanley, and
Goldman Sachs that the Chinese economy’s ease on zero-covid policy and reopening in
late 2022 has placed Asian markets to outperform US and Europe with stronger GDP
growth and lower inflation (Investing in 2023: A Year to Be Patient and Selective). This
results from Asian economies’ savings from the pandemic. So, these economies will have
more capital on hand to invest in the present without incurring additional cost.

Consequently, SET 100 value increases.

The interest rates that move with the SET value is explained by the inflationary pressure
from rising private spending added to public spending that was used to fund fiscal
initiatives during COVID-19. Given the lag to restore the economy to its pre-pandemic
level of operations, the economy must maintain recovery momentum with inflationary
pressure. Thus, to ensure economic growth while minimizing inflationary pressures, the

Thai central bank must increase the policy interest rates.
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Figure 59 Pre-covid Impulse response of SET to

Even though it is reasonable to Change in Interest rates (First Difference )

assume that this abnormal

correlation is due to the covid-19 1.
recession, based on figure 1.4 the \

trend somewhat existed before the 0.

pandemic. An explanation for this is
Thailand’s economic structures and 14
people’s investment behaviors or life

mottos. Thailand’s economy is 2 4

heavily reliant on the manufacturing 1 2 3 4 5 6 7 8 9 10
sector that tend to be labor intensive

rather than capital intensive. This is due to the labor market supplies that are still

excessive and substantially cheaper than capital expenditures (CAPEX). On top of that,

most firms are profit margin driven with bare considerations of economies of scale. Thus,

firms barely respond to interest rate hikes but would rather respond to increasing

Another theoretical explanation would be Thailand’s economy has yet to reach an output
level where it would be considered as . Hence, a significant increase in
output would not cause the economy to overheat. This means that the

of borrowing and saving would barely make a difference. Beyond comparisons of
monetary values of cost, the Thai motto of “sufficiency” has shaped the majority of
Thai’s investment behaviors to be conservative, so they prefer to save and cut cost rather
than invest and scale. As a result, interest rates may not have as much influence on an
investment decision. However, in corporate Thailand, this claim is not clearly represented
since the Thai corporate world is dominated by monopoly and oligopolistic markets. With
the dominance of a few large firms listed on SET, the momentum of scaling up is low as
these firms has been a long-standing massive empire that will be almost impossible to
compete with. Thus, very few capitals will be raised from borrowing loans, which causes

SET to rise even when interest rates rise.
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In terms of economic structure, the Thai economy,
unlike other Asian emerging markets, is comprised
of small-to-medium enterprises (SMEs) rather than

start-ups. The real difference between SMEs and

Key Words:
: The price floor
for the labor market to protect

employees’ benefits.

Figure 60 Post-covid Impulse response of SET to - The level where

Change in Baht EXChange rates (LeVElS) the economy resources are fuuy
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'_ employed without inflationary
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0.0
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start-ups is that SMEs plans to remain small while
) ) : Small scale enterprises
start-ups have a long-term incentive to scale up.
with up to 50 employees and
So, when an economy has a lot of start-ups, a lot .
own assets up to 50 million THB.

of capital are required to be raise in which

increases private investments. Consequently, since

a large volume of loans are needed, interest rates will become more theoretically

influential like the other stock markets.

In the age of globalization, trade balances and foreign investments plays a significant role
in an economy, which are indicated by exchange rates. As presented in figure 1.5 and 1.6,
both figures shows that the baht exchange rate has a negative influence on the Thai stock
exchange. If these results were applied to a western developed economy, it would be
counterintuitive. However, for an emerging Asian economy, this correlation is surprisingly
normal as confirmed by figure 1.7. As an emerging economy the currency used to

internationally trade is the US currency. This means that when the US currency weakens
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or the Thai baht strengthens, Thai exports will struggle. Hence, less cash inflows for Thai

domestic firms, which results with a
fall in share prices. Figure 61 Post-covid Impulse response of SET to

Change in Interest rates (First Difference)

When comparing the difference
between figure 1.6 and 1.7 closely, 1]

the post-pandemic model (figure 1.6)

shows are larger magnitude of

negative response of the stock
14
market to the positive change in

exchange rates. The effects on large _—

magnitude of SET shocks are likely to

be due to the depreciation of the US dollar’s value as a consequence of high inflation in
the US economy (Soft Landing, Hard Choices). While the FED is trying to ease this inflation
with higher interest rate hikes and the US being our key exporting partner, Thai exports

will suffer in the meantime. Figure 1.7 Pre-covid Impulse response of SET

to Change in Interest rates (First Difference)

Despite the stock market
movement still being a mystery of

unpredictable moves, its response to

shocks of interest rates and exchange

rates are relatively linked to the global -1

and domestic economic events and
2 \
circumstances. For the correlation with — : ‘ [ . ‘ 1

interest rates, the economic structure,
market competition and investment behaviors of the Thais has some potential influences
on the model’s outcome. While for the correlation with the Baht exchange rate are

potentially influenced by the global economic situation.
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