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Executive Summary

Thailand’s Economic Projections for 2023

“The Thai economy is projected to expand by 2.7 percent in 2023, mainly driven by

the growth of the tourism sectors and domestic consumption from private sectors.

In 2024, the economy is expected to increase by 3.2 percent, which is primarily supported by
private consumption and export sectors. Nevertheless, the risks from domestic and

international factors that could impact Thai economy should be closely monitored.”

Thai economy is anticipated to expand by 2.7 percent (within the range of 2.2
to 3.2 percent) in 2023” continuously expand from 2022 where the economy expanded
2.6 percent. The key drivers of this year’s economy consist of the continued growth of tourism
sectors and domestic consumption, especially from private sectors. International tourists
is anticipated to reach 27.7 million tourists (148.3 percent YoY) and projected income of 1.18
trillion baht (225.5 percent YoY). Private consumption is continuously recover and is expected to
benefit from eased inflation with the estimated expansion of 5.8 percent (within the range of 5.3
to 6.3 percent). Private investment is expected to rise by 0.9 percent (within the range of 0.4 to
1.4 percent). The export value of goods in USD is likely to experience a contraction of -1.8 percent
(within the range of -2.3 to -1.3 percent) influenced by the economic slowdown of Thailand’s
major trading partners. Furthermore, government consumption is expected to reduce by -3.4
percent (within the range of -3.9 to -2.9 percent) and government investment is anticipated to
remain unchanged due to the delayed budget expenditure in 2024 fiscal year.

Regarding to Thailand’s economic internal stability, the headline inflation rate
is projected to be 1.5 percent (within the range of 1.0 to 2.0 percent) due to government
measure and subsidy which have eased the pressure on energy and living costs.
Consequently, these actions have successfully realigned inflation within the targeted
inflation framework at 1.0 to 3.0 percent. In terms of external stability, the service balance
is expected to shift to a surplus, primarily driven by the strong growth of international
tourists, leading to the current account balance potentially returning to a surplus of 2.7 billion
USD, equivalent to 0.5 percent of GDP (within the range of 0.0 to 1.0 percent).

In 2024, the Minitry of Finance anticipates the Thai economy to expand by 3.2
percent (within the range of 2.2 to 4.2 percent). The main drivers will be from private
consumption, export sectors, and continued recovery of international tourists. International
tourists are expected to be 34.5 million (24.6 percent YoY) and will have positive impact to
tourism and related service sectors which will increase employment and income. Private
consumption is forecasted to be continue its upward by 3.1 percent (within the range of 2.1
to 4.1 percent).

The export value of goods in USD is anticipated to rise 4.4 percent (within the range of

3.4 to 5.4 percent). This growth is attributed to the expansion of global and Thailand’s major




Uszanauniawrsegia e Yszdnlnsunad 42566

trading partners, which is expected to boost confidence in the business sector. Consequently, it
will result in higher private investment expansion of 3.5 percent (within the range of 2.5 to 4.5
percent). It is worth noting that the potential impact of the 10,000 baht digital money handout
is not included in this economic projection.

Regarding the Thailand’s economic internal stability, the headline inflation rate
is expected at 2.2 percent (within the range of 1.2 to 3.2 percent) due to the strong domestic
expansion. In terms of external stability, the current account balance to be surplus at 8.3
billion USD, equivalent to 1.5 percent of GDP (within the range of 0.5 to 2.5 percent).

Moreover, “Thailand’s economic outlook could be influenced by several factors,
and the following factors that should be closely monitored: 1) Global geopolitical tensions,
such as the conflict in Israel and Gaza which may lead to higher energy prices, Russia-
Ukraine war, the strategic competition between United States and China which could affect
global supply chains and international trades. 2) The fluctuation in the global financial
markets due to more restrictive monetary policies of Thailand’s major trading partners and
financial institutions, particulary in the United States and the European Union. 3) The
potential economic slowdown in China may affect Thailand’s exports and the recovery of
tourism sectors. 4) El Nino could possibly cause droughts in 2024, which may reduce the

income of farmers.
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Major Economic Assumptions and Thailand’s Economic Projections for 2023 and 2024

2023f

as of Oct 2023

2024f

Range ‘ Avg ‘ Range
Projections
1) GDP Growth Rate (percent y-o-y) 26 | 27 221032 32 22tod.2
2) Real Consumption Growth (percent y-o-y)
- Real Private Consumption (percent y-o-y) 63 | 5.8 53t06.3 3.1 2.1to 4.1
- Real Public Consumption (percent y-o-y) 02 |-34| -39to-29 2.7 1.7 to 3.7
3) Real Investment Growth (percent y-o-y)
- Real Private Investment (percent y-o-y) 51 | 09 04tol4 3.5 25to 4.5
- Real Public Investment (percent y-o-y) -49 | 0.0 | -0.5t00.5 5.4 4.4 to 6.4
4) Export Volume of Goods and Services (percent y-o-y) 6.8 | 43 3.8t0 4.8 5.7 4.7 to 6.7
5) Import Volume of Goods and Services (percent y-o-y) a1 | 2.8 23t033 6.2 52to 7.2
6) Trade Balance (USD billion) 135 | 8.2 7.0to 9.4 7.9 2.6 t0 13.2
- Export Value of Goods in USD (percent y-o-y) 54 | -18| -23t0-13 4.4 34to0 5.4
- Import Value of Goods in USD (percent y-o-y) 140 | 0.1 | -04t00.6 4.6 3.6 to 5.6
7) Current Account (billion U.S.) -15.7 | 2.7 0.1to 5.3 8.3 5.6to 11.0
- Percentage of GDP -32 | 05 0.0to 1.0 1.5 0.5t0 25
8) Headline Inflation (percent y-o-y) 61 | 15 1.0t0 2.0 2.2 1.2t0 3.2
Core Inflation (percent y-o-y) 25 | 13 0.8to 1.8 1.3 0.3to0 23
Major Assumptions
1) Average Economic Growth Rate of Major Trading
Partners (percent y-o-y) 34 3.0 25t035 2.9 24to 34
2) Dubai Crude Qil Price (U.S. dollar per Barrel) 95.4 | 83.0| 78.0to88.0 | 88.0 | 83.0t093.0
3) Exchange Rate (Baht per U.S. dollar) 35.1 | 350 | 345t0355 | 353 | 34.8to 358
4) Public Expenditure (Trillion Baht) 4.12 1 4.09 | 399to4.19 | 4.20 | 4.10 to 4.30
5) Number of foreign tourists (Million) 11.2 | 27.7 | 26.7t0 28.7 | 345 | 335t0 355
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Thailand's Key Economic Indicators

M1519LATB9YNILLATYFNA (Economic Indicators)

3y =
LA3DITNTLATHIND 2565 2565 2566
sngLiou Q1 Q2 Q3 Q4 Q1 Q2 Q3 n.9. .0 YTD
anzAsEgianieuan
s1AdnsiuAv Dubai
¢ o Y. 96.0 95.4 107.8 96.1 84.8 80.3 N 86.8 93.4 89.70 82.40
(P98a13aNIF/ULIR)
Snsmenide Federal Fund (%) 425450 | 025-050 | 1.50-175 | 3.00-325 | 425450 | 475500 | 500-525 | 5.25-550 | 5.25-550 | 5.25-5.50 25-5.50
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Myariin o sedusInae
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YSunausadnseueunaaneioulnil
o 120 3.2 6.0 38.5 6.3 13.5 6.6 03 44 a4 6.5
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P m -1.8 3.9 0.9 -0.7 -10.7 -1.2 -4.3 -0.1 -5.2 8.9 -0.8
lusUneaaniansy (%Yoy)
fufianudetiuguslnadeiasugia
o |5 439 43.4 40.8 43.6 479 52.7 55.8 57.1 58.7 60.2 55.7
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13 15.2 20.6 9.7 375 -0.2 -10.2 -12.8 -22.9 -28.2 -18.4 -15.5
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mBnnmsvhgsnssiedmEming s
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Usnuswmheyudiuud GeYoy) " | -2.5 0.0 -78 2.8 -4.7 -33 3.9 5.0 4.0 3.9 18
fuflsnrTagneass (%Yoy) 5.7 7.2 6.9 5.6 3.4 2.2 -1.2 -0.2 0.0 0.0 0.2
M3ATENINUsEIA
yamnsaseen (Wud uneaans
v /4 287.4 73.6 75.6 72.2 66.0 70.3 70.9 71.9 255 23.6 236.6
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LATRIVAILLATENR - 2565 2566
efou Q1 Q2 Q3 Qa4 Q1 Q2 Q3 n.g. 0.0, YTD
Ftlnandndunnnuas (%Yoy)® 1.5 2.1 6.2 -1.2 0.2 32 0.7 -0.3 1.3 -0.9 1.0
fyfismduAunens (%Yoy)® 116 4.5 10.0 20.1 12.9 -1.2 -5.3 -1.7 1.6 1.0 -24
sldinuasnsiiusiods (%vovy™ 6.8 1.4 9.5 10.5 6.9 -1.7 -5.8 -2.3 2.8 0.6 -2.8
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ANAYAFIMINTTY
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dnsnsldidanisndn (9%)° 62.8 66.8 612 62.8 60.3 63.8 577 58.0 58.0 na. 60.4
M39NUNIAERANNTIU (%YOY)? 4.9 1.8 3.9 6.4 79 0.8 1.4 0.1 1.9 n.a. 0.6
ﬁ"%ﬁmmﬁaﬁumﬂqmmmsw
. s 89.3 88.0 85.6 90.4 93.1 96.0 93.9 91.2 90.0 88.4 932
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Srnufideudeusnlneg (O6Yov) 1824 74.1 400.4 1,169.3 83.4 36.0 24.9 182 159 17.0 25.1
ATINUAIAUINS (%YoY)? 6.8 4 5.6 95 8.4 39 28 n.a. na na. 29
LEDYTNUNLATYFND
AneUszmna
5W§WLLaﬂLﬂ§EJuLQ§EJ (mw/maam%
" 35.0 33.1 34.4 36.4 36.2 33.9 34.5 352 359 365 34.7
an3y)
nalydiiuaeiin (uduneaas
. -15.7 -2.1 7.1 -73 07 2.0 -25 3.3 3.4 na. 238
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dnsnnsinanu o) 13 15 1.4 1.2 1.2 1.0 1.1 1.0 038 na. 1.0
dnaudSulsslovinaununsdl
TaeuaauieIugUsE 2.05 2.30 2.11 2.04 1.76 1.75 2.06 2.04 1.93 1.87 1.87
11.33 (%)
futsagudn Gevoy) 10.4 9.8 133 111 7.3 07 -5.0 -3.4 -18 -23 -26
Sasduitevialy 9svoy)* 6.08 4.74 6.46 7.29 5.81 3.88 114 0.52 0.30 -0.31 1.61
Shsdudtoiugru Gsvoy)” 250 1.44 2.26 3.08 321 223 1.51 0.76 0.63 0.66 141
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L . FY2566 FY2567
LAIDIVAIANIIAR FY2565
Q1 Q2 Q3 Q4 n.g. f.0. FY/YTD
ed1etTagdu (Mudum) | 2,932.60 982.2 709.7 742.1 654.3 2274 451.8 451.8
%YoY -2.6% -0.10% 17.10% 9.30% -1.40% 1.30% -4.60% -4.60%
F18918UsEA (RUdmUm) 2,516.70 858.7 600.5 625.2 525.6 175.7 422.9 422.9
%YoY -2.6% -3.10% 16.50% 9.50% -3.40% 4.30% 0.50% 0.50%
F1818amU (FHud1um) 415.9 1234 109.2 116.8 128.6 51.6 28.9 289
%YoY -2.9% 27.30% 20.00% 7.80% 7.70% -750% | -44.90% | -44.90%
e918Uneu (Wudmum) 2136 58.9 44.5 27.9 42.5 24.7 153 15.3
%YoY 8.70% -22.00% -22.70% | -12.20% | -12.60% | -10.70% 7.80% 7.80%
183187 (Wudum) 3,146.30 1,041.10 754.2 770 696.8 252.2 467.2 467.2
%YoY -1.9% -1.70% 13.60% 8.30% -2.10% 0.00% -4.20% -4.20%
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ANANIARY
FgUaTUANUNTAIAUNITAEY Tnsunan 4 Ysuuszann 2566

(ManAu 2565 - NUEIEU 2566)

unagudmiuguinng

Q nsgswdyafaulsrunusedngusesideuuseann 2566 Auruniaiusuysein
5189189710 3,185,000 81UV WM U3eUsru S oBay 17.09 vos GDPY lastdun1sdnyin
quUsEINULUUIARE (Expansionary Fiscal Policy) 911431 695,000 a1uu1m wiedmdusavaz
3.73 Y09 GDP Winduanndauuszanm 2565 viaednludovas 2.74 Tnsutseaniiu s1edneUsesn
2,402,539 uuwiintuandiuda 29,530 druvm vieAmdufosay 1.24 eTisamu
689,479 AU HuTunUTLEs 77,546 Auum viaeRndutesas 12.67 wars1esne T1szAy
AU 100,000 S1UUW WiiuTauuseana w.e. 2565

O Tulsudszana 2566 (AanAN 2565 - iueneu 2566) Sguraanunsadaiuneldgns
MUY 2,664,719 A1UUIM F39n71UTEUIUNTAINLENATTIUUTEIIN 174,719 10U
vieAnluieva 7.0 wavgenindradeniurestnoudosay 5.3 dmsunisiindnequussanasiy
aunsaidnsngldaedu 3,262,393 druum gandnansediuvesneunmin 116,152 aruum
wieAnlueray 3.7 nel lneseaneddagUudnanelddiuiu 3,088,435 druum geninUneu
155,872 &uum MaoAmdusesay 5.3 del niowlallssuiisuiuiaiuivussanafadusn
Undesewar 97.0 dwali naRuIuUsEINIVIANa T1UIU 596,963 G1UUM

Q wila1515u2AR19 0 AuLiauUBEY 2566 T31uY 11,131,634 814U
vioAnlufosas 62.14 vas GDP uandaFouifiusuioureunti nilasisuganasgns
103,654 §1uUn Wail szﬁ’uwﬁymﬁﬁmzmﬁws‘]’aaq'slu'iwﬁ’uﬁ'ﬁLaﬁﬂimw agnoulnann
(1) niiarsnsarasdraduni luussmaifovay 98.58 398AuE B9 USRI uaniUA sudi in
uay (2) nilassugasdnuisuoiy i el unilssezenieiosay 85.47 vilidianudes
Frumsisiadseiion Lﬁaﬂmﬂ%’gmammiaaaﬂmaﬁuﬁﬂ’mﬂmjLﬁasifﬁwﬁjlﬁuﬁﬂiuﬁmuméﬁﬁzlﬁ
uonanil wilanssnzasinsie GDP Ssegnelinseumnudidunenisadsiinelilaiiudosay 70
299 GDP

? NARAIINIATINVRIUSEWNA (GDP) U 2566 Winfu 18,640,000 anuunn Aunddnsulseanalnedaud
aUtuUSuUse dinsuuszanas Tui 23 5.0, 65
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nansatuuleutenisadsludeussum 2566 (RanAu 2565 - Augngy 2566)
1. wan1sIniuseldsguia
nan1sIaiuselasgutaluleudssuna 2566 (Ranau 2565 - AuBeu 2566) $3U1a

ansadniuselagnsld S1uau 2,664,719 duum @endnuszuiinis 174,719 a1uum
visednludeva 7.0 19l nanmsdaiiuseldmunienudaduasdld dai

NSUAIINING
NSUATTNINSIMAUIWIASINTAEY 2,211,428 A1UUM genI1Uszanang 182,328 d1uum

A v N a 9 P % Ad o @ v '
v3eiesar 9.0 uazgenindrudeiiuvestneusesay 2.1 lngn18ndanulageninuszaiunis
néddey lun (1) ar8kulddfyana Saiuld 767,209 druun gandnussunanis 93,209

a1uUm v3esewar 13.8 wazainitUneusevar 5.3 lnen18lulevin e N97e (n.4.a. 53) 21830
AUINTHAETIMUNIERUMLS (0.9.0. 54) waenBRulalRyRadmsuATTUITEEIA Y (0.9.9. 51)
geniszananisdudidy (2) aaByadniig dauivld 913,579 duum aandiuszananis
44,479 druum vsedoraz 5.1 usiniUneusevar 1.8 Wneangyaafivainnsundrdaiule
' % 1o A % - = A v & v
geniUszanansTesay 9.1 uddninUneusesay 8.5 v dyadiinlulszimadniiulaes

ni1Useananisienay 2.2 wazggeninUneusesay 4.2 (3) a18kuldyanasssual Jaiiuld
395,731 a1UUM gandnUsEanainig 39,031 a1uum visesewar 10.9 wazganinUneuseway 7.5
Tnem@duldvn a fiTneanniduion (n.en. 1) warn®3uldin o fdeanaends (e, 2)
ganivszananisiliudAy @) a8Ruldilnsden Fauiuld 48,792 druum gendnUssuna

13 9,792 aMuUm nseTerar 25.1 AnsiAUlasideungnInseanums wininitUneuseyar
22.4 \pandunansuantinsieulul 2565 anamdiniuagudSuduuniuluneu wwey
2565 wazoninslussuudygniilunands anasainiseas 50 wdesevay 20

ATUATINENN
nsuassNaN TN aAUTelATINAEY 477,131 A1UU M FInIUsEIIATS 89,869 A1UUN
A a & v ° " a Y] A v Aado & o |
meAnluSesay -15.8 LazA1nNiN9IAeInuYesUnausseay -5.2 lngn18NIanuAINIUsEaNMg
néey leun aBunsiunazkdndueiindu daiule 128,408 a1uum fmnanUszanmnis 90,492

AUV V385088 41.3 wara1nI1UNaUsesay 23.4 1i9991nin1sUsuandnsInBassnanils
uiufwailuszeziian 10 Waw (anau 2565 — NINYIAN 2566) LNBUTIVHANIZNIUABAIATDITN
vosUszrvulunmstansnansaisiuavlunaialaniieglusyivas
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NIUAANING

nsuFannsdaLiuTEldsmieaY 126,750 Suum gendiuszananig 21,254 videAndy
Feway 20.1 wazgeninvinfeiuveslneuiesar 14.8 annyarin1sundluguiiuuimanin
Uszununs 9 adunavesaniuumifuuildugeusias sznouduiinistiszeinsvdn
pumfinnwad mnlinuselaneay sgldvensuganinsgeniuseuinnis 13,648 duum
vsedorar 12.9 uavainirUneusesay 7.9

et yasmadndeutssana 2566 luguasaansaniguarsuduiminiUnoufesas
5.6 uay 2.9 muaiy Tnsdudfidniiveinsundilagagn 5 Suduusn Idua (1) s1uun
wazdUszneu (2) wiesdnslyiiuazgunsal (3) isdesinsuaziededldng (@) nanfasimandunss
ua (5) LA0Iey 1A3esden videAsUause

S57amna

$PamAdIelaTINTaEY 150,392 d1uun @anIUTELIUNIT 792 A1UUIY YiT0AN
I v I | a [y a 1 o [l [ v a a a a
Jufesar 0.5 wavaaninviudriuvenoudesas 4.7 mnnsthdseldvessgiamianiviaey
wnUneududiny

NUIYIUDY

vithenuaudaAueldnuldveay 232,353 dwum gendnUsznnainis 80,753 duum
viefevay 533 uazganintiadeaturedineuiesay 57.8 mnmsdafiuseldves (1) dausun1sdy
Fafiuselisan 223,223 A1uUW ganalszananis 79,823 dMuum ieseuay 55.7 uavgendd
Ureufovar 60.3 1ilosandseldfiianilildeyluuszananis wu mshdmunienarils
drufuvesuuisuduseldusiuiu GuduiuannsimineiusdnsannsiRuiiosave
11591998 N1 WNE018NR U NelanTe1vmrualigIuIaNTENTIeNITATI U
doudlutiym Benen wasiluiasvgiuasdinuildunansenunnmsssuinveslsafndelia
Talsun 2019 n. 2563 Wusneldwsiuiu Meldnndmulnsfmindoud Wudu (2) nsusursny
Faunuselaaan 9,130 d1uum ganI1UsEINg 930 a1uUm visesevas 11.3 uazganitUneu
Joway 13.4
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A15197 7 wan1sdaiuselasguragndvaslauuszana 2566 (Ranau 2565 - iugnau 2566)

- wW3suguTUunuuseuainis
UJauussunae 2566
o Y ) AULDNE1TIVUITZUN
U : AUV 3 o
wWasudas . wWasuuas
(M.A. 65 - nN.8. 66) o - MUY Y
Sagaznayd PREGH
1. ASUATINING 2,211,428 2.1 182,328 9.0
2. ASUATINALS 477,131 5.2 -89,869 -15.8
2. AUANNINT 126,754 14.8 21,254 20.1
squsela 3 niu?ﬁ'ﬂlﬁ‘u 2,815,313 1.3 113,713 4.2
4. 353 mna 150,392 4.7 792 0.5
5. mhﬂmugu 232,353 578 80,753 53.3
i'au'sw‘lﬁ%'mﬁu (Gross) 3,198,058 4.1 195,258 6.5
%N 405,483 -0.4 16,783 4.3
59u318l6ans (Net) 2,664,719 5.3 174,719 7.0

;. @AA. NITNTNAIAN

2. wan1sitindngeudszanatl 2566 (AaAN 2565 — NUBNEY 2566)

nsvdnanesudszanasnlulauuseann 2566 (amy 2565 — Aueew 2566) Wiy
3,262,393 dMuum ganinanieniuvesdnen 116,152 a1uum viseAndusesa 3.7 Usznausie
(1) 183180y Wndelddna 3,088,435 dmum Andudnsdnatesesas 97.0 venalu

uUsranauseIgUsydn Usuuszana 2566 (3,185,000 auum) geniglufediuvestney 155,872
auum viseSesar 5.3 way (2) s1es1etinau LinIglas i 173,97 a1uum Aadusasidngne
Sovay 91.6 Vornduneedneu (189,882 Amuum) mnitiaiefuresdneu 39,720 d1uum
yi3oSoray -18.6 sioll viadl eT1eTilagiiusiuau 3,088,435 Sruum Uszneudae (1.1) 9edie
U531 1 0n9181931u7u 2,610,245 d1uun Asdudnsinisiinanessvay 101.6 ¥99798U
suUsznasednsUssnddlouuasunlas (2,569,220 &muum) genindiadientulneu 93,672

1% A a % | A S oA @ v _a a Y
auum nieAndusesar 3.7 nel Fallanngudnu1anigiania NszNIINIsAae aun,
NIENTWUNIALNEY NTENTIWINU @IUT19N15bFITAE1TNUIENTTUUATNTENTIINTONUL
waEnUIEUAElANITATUANYBIUIENT FUUATATENTIANYITANT NTENTINITEAUANY
Wemaniideuazuinnssy uavmgnudaszessy indeganinviunediulnuduay (1.2)
1 a 1 Y o £ a & [ a 1 1 a

sgFeamu 1WnIeladiuiu 478,190 duum Aadusnsinisindnesevay 77.7 109393u
uUszInusedgaunddaulUfsuLlad (615,780 a1uum) ganingrusgdnulneu 62,200
auum niefnludesaz 15.0 Aad lnedanngnanuiainnsznsiununsiazannsal nanu
WAZRUNUMLUAEY NTENTRANWIAY kazsTiamng 1ndegeningianediulney
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3NN 8 wansiunTesulsanadlug alasunausnvadUsuuszann 2566 (ManA 2565 - fienew 2566)

, 299U Ysuuseanew
UseN3ngang p ” =
L uUszau 2566 wWaguwdag S9UATMADIIU
(¥U28: AUUIN) : " -
518918 (®.A. 65— N.8. 66) savazmal uUszu
1. y189180Ua30u 3,185,000 3,088,435 5.3 97.0
1.1 519918Uszan 2,569,220 2,610,245 3.7 101.6
1.2 5718918891 615,780 478,190 15.0 77.7
2. 519978 Uneu 189,882 173,958 -18.6 91.6
3. 578997957 (1+2) 3,374,882 3,262,393 3.7 96.7

A nsulgy@nans wag @mn. NTENTNNITART

3. gnuznIAasdeulsEan 2566 (AanAN 2565 - Nu18w 2566)

FIULNTATIVDITTUIAMNTEUUNTE AR UAN TIulseanns 2566 (Ha1au 2565 - fiugneu
2566) Wu11 sguradiselauidendediuan 2,665,430 a1uu waziinnsiindngsulssannsiy

VAU 3,262,393 UL @HAMRARUIUUTEUIUINAATININ 596,963 AU kaskilasiuiy
AR UUDNIUYTEIIUNYIANE 112,644 d1uUm yIlRaluannou)vInnadIuIL 709,607
a1uum el Ssunalduimisduanlvaenndesivanudenisldidulagyaiye n1su1aga

AeMIoeniusUng 91U 624,644 S dwalvinaluan (18IN3)RuisYneNSUINAR)
YNNI 84,963 AUV LazdNaliRUAINRS o Fudauiuensu 2566 131w 539,056 AMuum
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A151971 9 grusnnIAAETlauUsEaNm 2566 (AANAL 2565 - TUBNBY 2566)

Yeuuseuna Wisuigu
(MUY AUUN) Yeuusznnae | Usuuszanm P Yesuuszuna

2566 2565 2566
1. s7ela 2,665,430 2,551,457 113,973 4.5
2. 518378 3,262,393 3,146,241 116,152 3.7
3. Qafﬁuwﬂizmm -596,963 -594,784 -2,179 -0.4
4. qafﬁuuaﬂwﬂizmm -112,644 -51,127 -61,517 -120.3
5. gaduannour (3+4) 709,607 645,911 -63,696 9.9
6. Rufjilovaiemsvana | 624,644 681,183 56,539 8.3
7. naduaands] (5+6) 84,963 35,272 -120,235 -340.9
8. UAIARIAUIIA 624,019 588,747 35,272 6.0
9. RUAIARIUA899A 539,056 624,019 -84,963 -13.6

N7 nsuUQTNae Way afR. NIENTNNITAR

4. BiasISu

VHENS1SOIYASANS B AR EUNUENEY 2566 T1ua 11,131,634 d1uum viseRnlutosay
62.14 w04 GDP uawidlaiFouiiuiuidiounounth nilasnsazanasays 103,354 v Taoidu
(1) %ﬁ%’gmaﬁwmu 9,779,787 a1uum (2) ﬁﬁ%’g’iamﬁﬂﬁwmu 1,076,922 auum (3) ﬁﬁ%’gﬁmmﬁa
Aduantumsitu ('%’gmaémszﬁu) U 213,508 AU Uag (4) Mﬁmaamuﬁmaq%’gﬁwmu
61,417 &1V AU a8 wé’uw‘fﬁﬂmimzmﬁ’mé’aa&ﬂuizé’uﬁﬁLaﬁaimw avvioulnan
(1) wilans1sarmsdnaduni lulsemeatadouay 98.58 YoMt a515AEAIANS (2) W a5 5AEAIANS
LﬁuwﬁﬁzazawaLLﬁammmqmmﬁa%’aaaz 85.47 YoeMiaNsIIAILAIANT uay (3) dndruniiansnsal
AAN9HE GDP é’Nagjﬂﬁﬂi@’fﬂiau‘iﬁfswwﬂﬁﬂé’aﬁlﬂLﬁ‘lﬁ@ﬂ@z 70.0 ¥839 GDP
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A15199 10 NUAISITULAIAY A FULRBUNULIEY 2566

NUAITITULAIAN o Auliou
. o % of GDP

(Widae: §ruum) NUEBU 2566
1. nilsgua 9,779,787 54.59
2. vilsgiamia 1,076,922 6.01
3. vilsgiamRafiduanitunsiu Gsuiaduseiy) 213,508 1.19
4. nilmhsaduresds 61,417 0.34
nHaNs15E I 11,131,634 62.14

1 ddnnuuimsvilansnsae (@ui) nsensanIsaa
N0 dnaIuse GDP AuInlag au.
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AIANISHNUY

F1891unsAsegnaniIstulnelulasuia 3 U 2566

' ¥
(% a =

O Tulasuadl 3 U 2566 dnsrmenileiudinuazsnsinenileiluduiudniuidy

Inggnsinenilaiudinyszdrszeziian 1 Vvessuinsuialvduuinlvng 5 L inuegiisoa

Y

ee

1.48 sio? uardnrmenidedug MLR wdsvessuimsdssuunalng 5 wis ifinduogiifenas
6.95 sia¥l (nmidl 1) hetl SamFuilefiusuianasdanalvisnanendeduihniuiaie®® a ou
nane 2566 pgfisauas 1.18 el vusiidnanendedudiiusiaseogiisosay 6.95 del

Q 1ud 2566 AradrdasmanifeFudinuazsnsaenidsiufusasuiudaiiudu
anunalanisdeituvasulsuienisiiu dsnugnssuninuleuisnisiulssifiuinasvgialng

Tunmsiweglufiemalusms ulsygasasinauinninazeediivadulul 2567 Audnitu

e

deduualtiugadulull 2567 munisiusvenasugin Snvledalinrundesgaainanenenisiu
fifast widugademsszauyuresmaentuLarnTufvesasegia og1slsfiniu aneldnseu
mssduulovienisiufifidminediefnviaissnimsien aiugfuguaasugialiiule
g afunaziiudnenin uasdnwiafiosninszuunsdu Augnssuns Yseliuiimsmeesuiu
Judnsnenidoulouigluguiiundmalisnsnendsluiiagiueglussduimzauty
nMsvenefvenasuginesaiiafiosnmlusyezen Vsl msduduileviensduluszesdnamd
sgfnsanlimngaufuunltuassgiaztudefionaldfuusdafiufnamnlevisniaiy

P (% g a (Y dy a 14 a ¢
AN 19 'e)ﬁl’i']ﬂEJﬂL‘U‘c’JLQNN']ﬂLLﬁ%'e)ﬂ’i']ﬂBﬂL‘UEJNHQ‘UENSH']W]SW"IW‘UEJ

Deposit Rate (fixed 12 months) ¥—MLR e Real Deposit Rate ~ ===mme- Real MLR
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737: 5UN. /Useananalag dee.

QO gonnsdrsdudalugartiunisRuniurnidu! (Credit of Depository Institutions)
ny = L9 g ! d” ' 4 - =i L
a Hufauiugney 2566 Yenefsluanlasuanauni (M 20 wazami 21) lagaadu
a do a a 1% a 4 o v o a & v Ay
NSRUNTUNR U EaAAIR1NYRIEWT 8T 20.48 d1uauum Andun1svengdinsesay 1.0
MNFgIiuveney ievreneiusunsesay 0.6 Mnlnsinansunt Mdwdanangania)

¢ dnnalagihdnsnenileduiinusydn 12 wewade dndnsituilelutiadeiu
lud suansmidled USERunu aandun1siuamzia avnsaleeuning uaznamuTmaaInRy
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uenanil Weliereinudliaudenvidudelusuimsinded uardudeluanntunsiu
lannzAaiinsveneiludnsfiiseiy madusannsireiuiudinlugatunsiui SurinGy
(Deposit in Depository Institutions) s Suiaufueeu 2566 veneiiasWuanlasunaneuntia
fluanasismesdudinsiuiy 24.70 1uduum andunisvensifisesas 1.6 angradeiu
vadlinou viewnesusuiisonay 07 wlpsnansuntih v wdakamnangma) Tl sudiout
Tasunanount Juduehnlusuipsmidudiinnsveefilusnsns sty vasditurinluaaty
nsiiulemzAatinisuasilusnsiisedy

AN 20 FustaluganrUusunInku 20N 21 Kusnludganvusurineu

Credit of Depository Institutions Deposit in Depository Institutions

Trillion THB %

Trillion THB Depository Institutions —9%yoy —%mom_sa % Depository Institutions —otyoy =%morn_sa

AL BEss=—

TN T B T R el ’MJ ol Loy bl b bl Jod Fof o Pl B 7 S 0 I Y ’WJ oo taof i Lﬁ‘
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P37: 5UN. /Usrananalag dde. 737 5UN. /Usrananalng aee.

Q minfiasanaulssnnuasaaIiun1sRuUNUIganaIf1sd Lt e lusuiaswia ue

Al FURBUNUBNYU 2566 VN8R IVUINIATUIENBUNLN (NN 22) TaesuIAsNImsdloen
Y a A o v P ) P | a ) a A a &

AYANAULBIIUIU 13.13 ATUATUUM NARIYLABAIS pEaY -0.8 NV IBALINUIBIUNDY VSR
NsvEneflsunTeray 0.3 nlasunaneunil (dwiananggnianas) YnieiRedfugeni¥y
suslnTusurarswadivdvenanas s uainlasuranaunin (n1wi 23) 1agsuiA1sniaivel
YOALRUSUKINAIAINAILIY 17.04 ATUATUUM VEEATIWUNToEaL 1.1 1N 1aRenuYesUnau
viseRnlunsvenedis@uniosay 1.1 nlasinanewnin Mawdnnan1g)nIauda)

] a o a < = a o a <
AN 22 Fualusuinswialue A 23 Rusuainlusuianswigivd

4 a ¢
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Q lafinsannulssnndudavessuiasnided w Fuioutusisu 2566 wuii
ﬁuﬁaqsﬁwmﬂﬁuiaﬁu vuzidudeguinauilnavenedavzasas (nmil 24) ngduded
TiuAmagsia Ssiidndruienay 51.2 vosdudesiu vafuzasasiiesar -1.7 nvrafediuvesd
nou videAndumsveredasaiuiifesar 0.39 Rnlasuanountd (dswdananisggniaud)
yaugidudaiiensgulnauilng deldadauiosay 48.8 vesdulonu venedvrasasiosas 0.1
Mnvadeaturesdnou niedAndunisveeiivzasasiifosay 0.13 anlasunanounii
(MAVTANAN G NAUE)

= Yy a o A o = a a ¢
NIN 24 aaﬂmmqauwatwam‘sqﬂnﬂuﬂnﬂLLazﬁumaqinwaasuwmiwwm%

1 Consumer Credit Business Credit =%yoy consumer credit ——%yoy Business Credit P
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~ 250

65 1 L 200
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731 5UN. /UseuIanalng .

O lulasurai 3 I 2566 vannsd19dud agsnalusurnrswiaivdveneda
9t uanlasuranound Tnsduiiangunaadis u,aznziums'\s%ﬂinﬂ%&J']&Jﬁ"m'e%u
wazduiiangugsianisiiuvenedivzasas v audenguanamnssy waznguniavd
VARSI uazBUENguaR IBUNENG uazngauinisvenefiavzaad (MWl 25 uagnnil 26)
Tneonnadvaudenguneatns Ssdadudndndosey 27 vesdudorm vwedusduiisosay 566

1 a [y S Y a a 1 = a ) [N 1% a = a
NV EINUVBIUNBDU LLﬁSﬂ@ﬂﬂflﬂ’NﬁUL“U@ﬂfjuﬁ’]ﬁ'ﬁﬂé‘lﬂﬂﬂ PR UFRAILTDEAY 8.7 VALY DT IND

YIUABI W UN T8 0.40 31NYIuAITUIITnou kazyanAIA19d ULl 8NquTIAINITHEY

= a < [N 1% a d a v Ay ! a [ =
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t ttps://www.oie.go.th/assets/portals/1/fileups/2/files/ArticlesAnalysis/greenhouse_gas_emissions_Thai_industry.pdf
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® https://www.bangkokbiznews.com/environment/1067828
1 https://www.dtn.go.th/th/content/category/detail/id/22/iid/12235




Uszanauniawrsegia e Yszdnlnsunad 42566
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H https://www.americanactionforum.org/insight/u-s-carbon-border-adjustment-proposals-and-world-
trade-organization-compliance/

*® https://globalcarbonfund.com/carbon-news/congress-introduces-us-cbam-the-clean-competition-
act/
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Creative Accounting's Impact on Thailand’s Economic Stability and Investor Confidence®

Executive Summary

O The Stock Exchange of Thailand is a significant source of funding surpassing the bond
market and bank lending, known as the Thai economy immensely relies on. The
occurrences that involve manipulating the company’s account on the stock exchange do
have negative repercussions on investor confidence leading to losing its attractiveness,
resulting in the investors may turn to invest in the foreign stocks exchange instead.

O Such could have a bearing on Thailand’s economic growth, thereby regaining
investor confidences have to be needed, agencies suppose to accelerate the implementation
strategies, nonetheless, they ought to contemplate the possibility of consequences for all facets.

O Last but not least, Assoc. Prof. Somchai told that readers who want to learn
more about earning management, can read “the Introduction to Earnings Management”

authored by Assoc. Prof. Sarayut Rueangsuwan (Ph.D.).
Introduction

Financial statements serve an essential part in the decision-making process of
investors, providing a comprehensive overview of a company’s financial stance, performance,
and insights into its financial standing. Accordingly, creative accounting, which involves
modifying financial information may pose repercussions for investors, which means altering
the actual financial outcomes might mislead investors and affect their processes for
making decisions. On top of that, the following written content addresses an occurrence
that has a possibility to impact confidence in the capital market and bond market,

ultimately impacting the stability of the Thai economy.

"% Author Ms. Thipvipha Pupipatphol, an intern at the Fiscal Policy Office in the Macroeconomics Policy
Division and Mr. Chaiwat Hanpitakpong, an Economist, Professional Level at Division of Financial Inclusion
Policy and Development. Special thanks to Mr. Pisit Puapan (Ph.D), Director of Macroeconomic Policy
Division, Mr. Pongnakorn Pochaporn (Ph.D), Specialist in Macroeconomics, and Mr. Norabajra Asava-
Vallobh (Ph.D), Director of Economic Data Innovation and Research Section, for being our 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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1. Stock Exchange of Thailand

According to the information on July 1, 2023, the market capitalization of the Stock
Exchange of Thailand amounts to 19 trillion baht, positioning it as the second largest market
in the ASEAN area by trailing only Singapore and also ranks as the 25th largest market
globally. The listed company in Thailand encompasses 324 companies, comprising 118
companies listed on the Stock Exchange of Thailand (SET) and 206 listed on the Market for
Alternative Investment (MAI), they assume a significant role in propelling the Thai economy
as a funding source for enterprises aiming to augment their operations. The occurrence
of creative accounting in a listed company has a significant impact on investor sentiment
within the stock market and might lead investors to divert their investments to other
countries, thereby impeding the company’s ability to secure funds for the purpose of

expanding its company operations in Thailand.

2. The impact of creative accounting on investor confidence and stability of the Thai

economy

Creative accounting refers to the practice of deliberately manipulating financial
information by management in order to present a more favorable picture of a company’s
financial performance. This process involves the strategic use of accounting techniques to
alter accounting numbers and misrepresent the true financial position of the organization.
The objective behind creative accounting is the manipulation of financial statements
through the strategic utilization of accounting standards and the various options available
for measuring or disclosing accounting information enable management to present financial
reports that align with their desired outcomes. In recent times, there has been regarded for
a listed company’s financial statement garnering concern from investors. This issue inspires
the Macroeconomic Policy Division, collaborated with Fiscal and Finance Journal and
FPO Knowledge Management team, hosted a Local Reach Interview special episode
on July 21st, 2023, with the overarching theme of “The Impact of Creative Accounting
on Investor Confidence and The Stability of The Thai Economy.” In this regard, the
interview programme received the honour from the Esteemed guest speaker, Assoc.
Prof. Somchai Supattarakul (Ph.D.), who holds the position of Dean at the Faculty of

Commerce and Accountancy, Thammasat University participated in the 1-hour interview.

Assoc.Prof. Somchai Supattarakul (Ph.D.)
Dean at the Faculty of Commerce and
Accountancy, Thammasat University
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3. Differences between Earning Management VS Accounting Frauds VS Corporate
Fraud

Initially, Assoc. Prof. Somchai presents the overview of differences between earnings
management, accounting frauds and corporate fraud. Then, we could understand that there
are several practices of creative accounting with differing degrees of severity. The least
severe form is Earning Management, a technique that involves the strategic manipulation
of financial accounts through the utilization of accounting flexibility to distort numerical
values. It is important to bear in mind that while this form falls within the boundaries set
by accounting standards, it is still deemed inappropriate and should be avoided. Meanwhile,
accounting fraud is a deceptive practice that involves manipulating financial data to create
a false impression of favorable outcomes by fabricating sales that are non-existent and
unlikely to materialize in the future and considered to be more serious severity compared
to earnings management.

Nevertheless, it ought to note that instances of embezzlement are not anticipated
in this scenario and the organization can continue its operations without incurring any
monetary setbacks, however, the stock price may still be influenced. In addition, there is
a more severe form of accounting fraud known as corporate fraud, whereby money is
embezzled from a company, which could negatively impact operations resulting in the loss
of company performance. In certain instances, the capacity to settle outstanding debts may
be weakened, potentially leading to the closure of the company, therefore, leading to inflict
more damage on the company and its stakeholders compared to the aforementioned forms
of damage.

AWl forms of creative accounting impact financial information as they involve
modifying the financial statements. Still, there are varying degrees of severity, which means
Earning Management can be permitted within the framework of accounting standards
without fraud, while Accounting Fraud and Corporate Fraud are similar, but Corporate

Fraud is more severe and may cause much more damage to the company.

4. Basic Earning Management Tactics

Moreover, Assoc.Prof.Somchai also mentions the idea of earning management
techniques by presenting that the tactics are made by the implementation of accounting
flexibility. The company can provide management with the discretion to make modifications
to manipulate financial statements within the accounting standard boundaries, contingent
upon the specific circumstances and organizational context of each company which

includes;
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® Valuation Allowance or Accounting Reserves, as provisions set aside by
companies to account for potential losses or uncertainties in their financial statements,
consist of two categories, namely Cookie Jar Reserves and Big Bath Charges. To begin with,
Cookie Jar Reserves refer to the practice of deliberately overestimating expenses or
underestimating revenues in order to create a reserve that can be utilized to smooth out
future Excessive Loss. Whilst, Big Bath Charges is the ploy to exacerbate the currently
unfavorable performance of a company, as its subpar financial standing and inability to
generate profits through other ways, consequently of the disastrous company’s financial status
circumstances, then investors generally express their discontentment. The main purpose of
utilizing this method is to strategically position the company in a manner to appears to yield

an enhanced trend of profit growth prospects continually in the foreseeable future.

® Accounting Methods or Estimations, these methods may not yield
commensurate financial outcomes when compared to different approaches, such as the
modification of accounting policies pertaining to inventory valuation. This methodology is

frequently observed in cases wherein the firm seeks to attain a modest level of profitability.

® Real Economic Decisions, these techniques are alterations in company
strategies, exemplified by the deferral of maintenance or advertising expenditures from the
concluding months of the current fiscal year to the initial months of the subsequent fiscal
year, with the aim of augmenting profits within the present year. The methodology actually
be used for more than merely enhancing numerical gains, it also encompasses a shift in the

strategic choices made by businesses.

® Premature Revenue Recognition, the approach is widely recognized as means
by which to enhance one’s financial gains, as it yields a significant augmentation in
numerical figures and frequently entails expediting the recognition of transactional aspects
of the sale. This can be achieved through the establishment of specific conditions that
enable to accelerate the recognition of accounting revenue or through the interpretation
of accounting standards and it is imperative for entities to adhere to the principle of
recognizing revenue on an accrual basis, irrespective of receiving real cash because the
recognition of sales revenue is contingent upon the completion of work and the delivery
of the product. In the case that there is a desire to expedite the recognition of next year’s
projected revenue into the current fiscal year, the establishment of revenue recognition
criteria may necessitate the implementation of certain conditions. For instance, subsequent
to the sale and delivery of products to customers, a condition may be imposed wherein
the product can be returned if the customer expresses dissatisfaction, therefore this
scenario, the recognition of the revenue is impeded by the existence of a return guarantee,
despite the product not being in possession of the company, revenue recognition is

withheld, as accounting standard boundaries.
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5. Differences Between Premature Revenue Recognition VS Fictitious Revenue Recognition

In addition, Assoc. Prof. Somchai tries to elaborate the idea of revenue recognition
which both approaches indicate similarities in the creative accounting techniques,
nonetheless, these vary in terms of severity. The practice of Premature Revenue
Recognition involves bringing future income within the financial statements of the
current fiscal year by aligning to accounting standards boundaries.

On the other hand, the act of Fictitious Revenue Recognition refers to the
deliberate manipulation or fabrication of revenue figures within a company’s financial
statements to serve as a deceptive mechanism to create an illusion of enhanced
financial performance. Additionally, Fictitious Revenue Recognition is not classified within
the realm of Earning Management Tactics and is regarded as a manifestation of accounting
fraud due to its excessive severity, thereby surpassing the boundaries set forth by

accounting standards.

6. Hierarchical Earning Targets

The main reason for the practice of creative accounting in firms is to achieve their
financial goal. Firstly, it entails ensuring that profits remain positive and avoiding losses
through the strategic utilization of accounting flexibility to enhance profit. The second is
the Pattern of Earning Growth, which makes the company’s performance lucrative with
a propensity to constantly improve. Lastly, tackle to reach Analysts’ Forecasts or Management’s
Forecasts, which is imperative to align with the prognostications of analysts or the earnings

forecast announcements made by the management.

7. STARK’s creative accounting: a case study

Finally, Assoc.Prof. Somchai shed a light on the hot issue, STARK Corporation, which
happened recently and also link the prior-idea with the story. By telling the background,
STARK Corporation Public Company Limited has invested in Vietham, a rapidly growing
market resulting in outstanding company performance. The desired outcome of this
endeavor is to attain a financial target of about thirty billion baht surpassing the existing of
approximately twenty-seven billion baht. Subsequently, a noteworthy occurrence that
aroused suspicions among investors, transpired in the form of the resignation of senior
executives, board members, and auditors.

Furthermore, Assoc. Prof. Somchai adds that when the company attempted to
release its financial statements for the fiscal year 2022, it encountered an impediment that
prevented the prompt submission of declared statements to the Stock Exchange of

Thailand leading to the temporary suspension of investing for STARK indicated as SP,
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garnered significant suspicion from investors due to the potential particulars that may
impede the company’s timely submission of financial statements. Afterward, the company
conveyed the imperative to effectuate a modification in the composition of the managerial
cadre, confessing the fraudulent activities within the organization, it was revealed, had
engendered a distortion in the veracity of the financial statement over the preceding period,
which the auditor declared the audit results as a “Disclaimer of Opinion”. The auditor
decision is reached after the regulatory, including stock exchanges, credit rating firms, equity
and debenture funds, and the Securities and Exchange Commission issued several actions.

A comprehensive investigation ultimately revealed that the financial records of
STARK Corporation had been subject to fraudulent activity, wherein counterfeit
income was being generated within its subsidiary entities and the spurious trade
accounts receivable arises from the absence of actual transactions. The company’s
financial statement was distorted for several years, resulting in the performance seemingly
exhibiting a notable upward trend in profitability over the course of many consecutive years.
Specifically, the profit before the year 2021 amounted to approximately 593 million baht,
which experienced a substantial increase to approximately 1,763 million baht in the year
2021. Furthermore, the profit continued to soar in the subsequent year, reaching an
impressive figure of approximately 5,399 million baht in the year 2022.

In order to miticate the abnormally high account receivable from defalcation,
the funds were withdrawn from the company and subsequently allocated toward
the repayment of the fictitious debtor’s outstanding debt and advance payment for
counterfeit goods, which was intended to facilitate the extraction of funds from
the company in the period of the fiscal year 2022, with a substantial sum of approximately
10,451 million baht being involved. In this aspect, Assoc. Prof. Somchai summarises that
the STARK company’s fraudulent activity is classified as corporate fraud, which is the most

serious severity degree of creative accounting.

8. The regaining of investor confidence

Before ending the interview, Assoc. Prof. Somchai also propose the recommendations
to the authorities related to this issue. The instances mentioned above have contributed
to a decline in confidence among investors in utilizing financial statement information for
making investment decisions, thus, this has given rise to information risk, which is recognized
as a form of risk that leads to an elevated cost of capital. Assoc. Prof. Somchai emphasizes
that the regaining of investor confidence is a crucial process in the capital market and he
also provides recommendations for policy implementation as followings:

® The adequacy of the internal control process has to be evaluated.
The entity’s established internal control methods are mainly intended to prevent

fraudulent activities perpetrated by operators. Inadequate measures to mitigate fraud
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among senior executives because the high-level executives have the ability to authorize,
there is unable to avoid corruption if, for example, the CEO and CFO commit it simultaneously.
In instances where these individuals engage in corrupt practices jointly, the prevention of
such misconduct becomes exceedingly challenging. That’s why, it is imperative to employ
stricter legal measures in order to effectively combat corruption perpetrated by top-level
executives.

® Enhance the Auditing standards, and improve the ability of auditors to detect
fraud investigation through the special audit. The in-depth investigation results in higher
audit fees and causes lower profits for the company. This practice increases costs for non-
risked fraud companies and places greater responsibility on auditors, potentially leading to
difficulties in finding auditors.

® Review the role of internal auditors and the audit committee, to enrich the
functions and responsibilities in the context of enhancing the effectiveness of evaluating
the internal oversight process.

® Enhance the function of regulators, like the Securities and Exchange
Commission (SEC) and the Thai Stock Exchange (SET) through developing methods to detect
fraud from the information which has been submitted to authorities ongoing basis by the
corporate, without the need for an auditor result. Consequently, strong governance and the
implementation of practices for preventing defalcation are able to identify fraud more
rapidly and reduce the extent of the damage.

® Establish an investor relief fund, there similar to the Deposit Insurance Fund
as an approach is able to alleviate investors’ concerns, yet there is not much impact on
increasing their confidence. On the other hand, investors may neglect to consider the

investing risks which the manner is called a “Moral Hazard”.
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Evaluation of The Impact on Inflation:

The Cases Where The Minimum Wage-Raising Approach[1]

Executive Summary

O The recovery of the Thai labor market after the onset of the COVID-19
pandemic has emerged as a prominent need, fostering more job opportunities.

O The new minimum wage will range from 328 to 354 baht, with an average
rate of 337 baht. This adjustment reflects an average wage increase of 5.02%
compared to the previous year, 2021.

O Thailand's minimum wage rate is positioned at an intermediate level in
comparison to other nations within the Asia-Pacific region, however, it stands at a
somewhat higher level when compared to the majority of ASEAN countries.

O The minimum wage is increased to 450 baht or increased by 33.53%,
which will result in the inflation rate from the model increase of around 0.74%.

O The government should exercise effectiveness in relation to the
implementation of policies on the minimum wage hike taking into account three
crucial measures as 1) Classifying workers according to skills in various fields through
organizing the minimum wage rate across multiple tiers, apart from dividing by
region, ensures that entrepreneurs can manage production costs appropriately,
including motivating workers to develop abilities in order to earn higher. 2) The plan
entails a gradual increment in the minimum wage and the implementation of
additional measures to support labor skills while mitigating the burden on
entrepreneurs. These measures include tax policies that allow for increased
deductibility of wages or labor costs associated with developed labor competencies.
This plan serves as a valuable guideline for businesses to transform their
organizational structures in response to heightened competition from external
factors. And 3) Providing incentives in a manner such as through tax measures or
permitting entrepreneurs to deduct the expenditures incurred for labor skills

development as step-up expenses for small and medium-sized enterprises (SMEs).
1. Introduction

From the perspective of raising the minimum wage to 450 baht a day in 100 days
and increasing it every year. The current discourse around this matter has garnered
significant attention, particularly due to its implications for the economy during the post-
recovery phase following the outbreak of the COVID-19 virus in Thailand. In comparison to

the minimum salary in 2022, it is estimated that the minimum pay would climb by more
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than 30%. This is larger than the average minimum wage increase of 5% over the preceding
period, raising worries among entrepreneurs about the expense of increased salaries and
reflecting higher inflation. While it is true that the implementation of a higher minimum
wage will result in a positive impact on the household sector by increasing their income.

The appraisal of the cost of living in each country is determined by the minimum
wage. According to the National Wage Committee's Notification1[2] on the Minimum Wage
Rate (No. 11), the minimum wage is defined as a remuneration level that enables a newly
hired general worker to sustain a standard of living that is commensurate with the prevailing
economic and social conditions, while also taking into account the capacity of local
businesses. The authority responsible for determining the minimum wage rate is the Wage
Committee, which operates as a tripartite organization under the Labor Protection Act B.E.
2541, as amended by the Labor Protection Act (No. 3) B.E. 2551 This committee consists of
five representatives each from the employees, employers, and government, who
collectively participate in the process of establishing the minimum wage rate. The Wages
Committee will evaluate the relevant information based on the criteria outlined in Section
87 of the Labor Protection Act B.E. 2541, as modified by the Labor Protection Act (No. 6)
B.E.2560, together with additional pertinent facts that will be considered.

- Cost of Living Index

- Inflation

- Living Standards

- Production Cost

- Prices of goods and services

- Business Capabilities

- Labor Productivity

- Gross National Product

- Economic and Social Conditions

The minimum wage serves as an indicator of the cost of living and plays a role in
promoting equitable income distribution within the labor market. Furthermore, it also serves
as an initial safeguard for unskilled employees who are entering the labor market. In order
to prevent exploitation and undue pressure resulting in inadequate salaries, it is imperative
to establish a minimum wage that aligns with the economic conditions of the nation. The
minimum wage should be set at a level that ensures a satisfactory standard of living,
particularly in light of prevailing inflationary trends.

Inflation refers to a state characterized by a persistent rise in the prices of goods
and services as compared to the preceding time. When inflation rises, it signifies a
corresponding increase in the prices of commodities, potentially leading to a situation
where a household's present income may be unable to be sufficient for sustenance,
consequently resulting in a decrease in the purchasing power of money. There exist several

methodologies for quantifying inflation. However, the prevailing approach used mostly is
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the Consumer Price Index (CPI). This index is derived by assessing alterations in the prices
of commonly purchased products and services by consumers at a specific moment in time,

compared to preceding time periods. Inflation can be categorized into two distinct types:

1. Headline inflation represents the change in the price of products evaluated across
all groupings of items. The areas encompassed by consumer spending include food and
beverages, as well as other categories such as clothes, housing, personal care and services,
automobiles, transportation, communications, entertainment, reading, education, and
more. The index that represents fluctuations in this particular form of inflation is referred
to as the Headline Consumer Price Index (CPI).

2. Core inflation alludes to the alteration in the price of items that is comparable
to headline inflation. However, it should be noted that the costs of food and energy will
not be factored into the analysis. This is due to the fact that these categories are subject
to seasonal fluctuations and are molded by factors beyond the scope of monetary policy.
Only retaining things that are subject to price fluctuations based on market forces. The
index that represents fluctuations in this particular form of inflation is referred to as the

Core Consumer Price Index.

Inflation could be attributed to two primary factors, which are cost-push inflation
and demand-pull inflation.

1. Cost-push inflation occurs when the price of a product increases, resulting in
a rise in overall price levels as a consequence of escalated expenses, including the
increased cost of energy, pricier raw materials, and elevated salaries.

2. Demand-pull inflation arises when the price of a product increases. As a result
of increased consumer demand, such as in the case of an epidemic, there is a heightened

need for masks among individuals.

The minimum wage constitutes a fundamental cost element of a company, which
means that the escalation of the minimum wage serves as a contributing factor to cost-push
inflation. Specifically, this occurrence may be defined as wage-push inflation. Inflation has
significant indications for several central banks as they deliberate on monetary policy, and
determine a target inflation framework to facilitate comprehensive economic growth which
leads to the utilization of fiscal policy by the government and monetary policy by the Bank
of Thailand. In the context of Thailand, it has been mutually decided by the Financial
Minister and the Monetary Policy Committee (MPC) to establish a medium-term price
stability and target for the year 2023 monetary policy, wherein the goal range for headline
inflation is established at 1% to 3%2[3]. As of June 2023, Thailand's headline inflation, which
is at 0.23% (YoY) while the core inflation rate appears 1.32% (YoY). According to the Bank




Uszanauniawrsegia e Yszdnlnsunad 42566

of Thailand, it is anticipated that by the conclusion of 2023, the headline inflation will align
with the designated goal range of 2.50%.

2. Current Situation

The recovery of the Thai labor market subsequent to the onset of the COVID-19
pandemic has emerged as a prominent need, fostering more job opportunities. It may be
inferred that the unwinding of lockdown measures, particularly the implementation of the
Thailand Pass system in November 2021, which allows for the entry of foreign visitors
without detainment, is expected to have a positive impact on the job sector. According to
available data, there was a notable improvement in the unemployment rate and labor
force participation rate during the first quarter of 2023. Specifically, the unemployment rate
decreased from 1.6% in the fourth quarter of 2021 to 1.1% in the first quarter of 2023.
Similarly, the labor force participation rate increased from 67.56% to 68.50% over the same
period, these positive developments in the labor market are the catalyst for raising wages

to balance the labor market.

Figure 39 Labor market situation
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The tripartite Wage Committee, comprising representatives from employers,
employees, and the government, convened to discuss and determine the minimum wage
for the upcoming year of 2022. After deliberation, the committee reached a unanimous
decision to raise the minimum wage across nine different rates. The new minimum wage
will range from 328 to 354 baht, with an average rate of 337 baht. This adjustment reflects
an average wage increase of 5.02% compared to the previous year, 2021. Thailand's
minimum wage rate is positioned at an intermediate level in comparison to other nations
within the Asia-Pacific region, however, it stands at a somewhat higher level when compared

to the majority of ASEAN countries.
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Figure 40 Asia-Pacific Monthly Figure 41 Basic Food Costs 2022
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Ref. : (left) Asia-Pacific Monthly Minimum Wage 2022, www.statista.com

(right) Basic Food Cost Compare to Minimum wage 2022, www.picodi.com

Nevertheless, what most societies continue to question is whether the minimum
wage set by the state is sufficient and suitable for living or not. In a scenario where the
current cost of living or the price of goods and services has risen, it can be observed that
if a laborer works continuously for 7 days a week without any days off in a month, their
monthly income would range from 9,840 to 10,620 baht. Comparatively, the basic food
expenses, as determined by the Picodi website survey in 2022, account for approximately
52.7% of the minimum wage in Thailand, amounting to around 5,205 to 5,618 baht per
month. This estimation includes the cost of housing and other utilities necessary for
sustaining a livelihood. It is evident that the present minimum wage may adequately cover
living expenses, however, it may not be adequate for future savings or the accumulation of

wealth.

3. The impact of inflation resulting from an increase in the minimum wage to 450 baht.

The increase in the minimum wage to 450 baht a day, as indicated in the Notification
of the National Wages Committee on the Minimum Wage Rate (No. 11), signifies a notable
increment of 33.53% from the previous average of 337 baht per day. The minimum wage
possesses advantages as well as disadvantages that are crucial for consideration within
the economic system as follows.
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- The price of the goods is elevated.

- Enhance spending.

- Improved welfare of employees. - Entrepreneurial costs are rising to the point

where they may affect employment,

- The state obtains more revenue competitiveness, and relocation of
taxes. production bases.
- Increased equality. - There is an influx of foreign workers.

As previously mentioned, wages are a fundamental element of the overall expenses
associated with the production of products and services. Consequently, any increase in
wages will result in a corresponding rise in costs. Therefore, entrepreneurs or employers
have challenges when confronted with pay changes that exceed acceptable cost thresholds
or when they are unable to sustain profit rates in line with initial projections. Particularly in
labor-intensive industries, such as industrial manufacturing, entrepreneurs are compelled to
transfer these responsibilities onto customers by implementing a mechanism that raises
product prices to counterbalance the rise in expenses. The effect will back to the
entrepreneurs on whether or not they're capable of having the ability to oversee other
costs, as well as have strategic plans and marketing plans.

When considering the potential effects of raising the minimum wage on inflation. In
this study, we utilize the Vector Error Correlation (VECM) model created by Krungthai
Compass” which was made in September 2022, by substituting the minimum wage increase
values while holding all other variables constant. The results are summarized in the

following manner:

dlINF = 0.34 — 0.17 dIGDP,_; + 0.61 dlINF,_; + 0.023 dIWAGE;_, — 0.038EC;_4

By
dlINF instead, the change in the inflation rate.
d\GDP instead, the change in the growth rate of the GDP
dIWAGE instead, the change in wages

# Chamadanai Marknuan , “The minimum wage increase A tool to reduce labor market inequality

and its impact on the Thai economy,” Research Note Krungthai Compass (19 September 2022), 8
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EC reflecting the short-term adaptation of the variables to long-term equilibrium

The regression model®* showing the transmission between the minimum wage and the

average wage is
lwage = 3.56 + 0.29 Iminwage

To measure the effect of an increase in the minimum wage on changes in the inflation rate.
The Regression model allows for precise estimates of the impact of minimum wage changes
by substituting the lwage change obtained before and after the minimum wage adjustment
into the VECM model, the effects of the minimum pay adjustment may be analyzed. Under

the premise that all other variables remain unchanged, the following results are obtained:
The average minimum wage is currently 337 baht per day.

lwage = 3.56 + 0.29 * (337) = 101.29 bath
The minimum wage is increased to 450 baht per day.

lwage = 3.56 + 0.29 * (450) = 134.06 bath

134.06 — 101.29

%change = 10129 = 0.3235 = 32.35%

Substitute the value in terms of 0.023 dIWAGE,—, to get 0.023%(0.3235) = 0.007441 =
0.7441% which can explain that if the minimum wage is increased to 450 baht or increased

by 33.53%, it will result in the inflation rate from the model by increase around 0.74%.

4. Summary and recommendation

Assuming the implementation of an increased minimum wage of 450 baht per day
were to occur, it is anticipated that it would have an impact on the inflation rate of around
0.74%. This prediction just takes into account the inflationary effects resulting from the rise
in labor costs. In practical terms, the Bank of Thailand must take into account various
economic factors, such as additional costs encompassing fresh food and energy prices.
Moreover, factors originating from the demand side, such as rising income levels and the
performance of the tourism sector, also exert an influence on inflation. Currently, several
nations' central banks have implemented a more restrictive monetary policy in response to

elevated inflation and apprehensions regarding the global economy. This approach aims to

24 . .
The aforementioned narration, 8.
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address the Wage-Price Spiral, a phenomenon characterized by the interplay between salary
hikes and the corresponding increase in the cost of goods and services. This cyclical pattern
is expected to persist. In Thailand, there may not be such indicators because the Thai labor
market present is not yet at a tight level similar to the labor market in international,
including the interplay between wages and the labor market exerts a constrained impact
on the overall inflation of a nation. However, for all parties to benefit together (Win-Win
Situation), as well as to increase productivity and competitiveness as a whole of the country.
Merely considering the minimum wage from a price-oriented standpoint may prove
insufficient. The government should exercise effectiveness in relation to the implementation of
policies on the minimum wage hike, taking into account three crucial measures as outlined
below:

1. Classifying workers according to skills in various fields through organizing the minimum
wage rate across multiple tiers, apart from dividing by region, ensures that entrepreneurs
can manage production costs appropriately, including motivating workers to develop
abilities in order to earn higher. Implementing this measure has the potential to enhance
individuals' overall well-being and mitigate the risk of joblessness. Furthermore, the
government has the ability to utilize wage costs as a means to incentivize the acquisition
of necessary skills. The previously mentioned occurrence is anticipated to result in upskills
and reskill within the labor market, thereby contributing to the total productivity of the
nation.

2. Emphasizing the plan for adjusting the minimum wage in the long term. The consideration
takes into account a range of economic indicators, such as projected inflation rates,
economic growth rates, unemployment levels, export figures, and measures of
competitiveness. The plan entails a gradual increment in the minimum wage and the
implementation of additional measures to support labor skills while mitigating the burden
on entrepreneurs. These measures include tax policies that allow for increased deductibility
of wages or labor costs associated with developed labor competencies. This plan serves as
a valuable guideline for businesses to transform their organizational structures in response
to heightened competition from external factors. The approach may undergo annual
reviews in order to adapt to the dynamic economic environment in the future.

3. Providing incentives in @ manner such as through tax measures or permitting entrepreneurs
to deduct the expenditures incurred for labor skills development as step-up expenses for
small and medium-sized enterprises (SMEs). If labor skills are enhanced to a comparable

level with the Peer Group, it is anticipated that this will have a favorable impact on labor
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development and contribute to long-term improvements in the competitiveness of the

business sector.

[1] Author Ms. Thipvipha Pupipatphol, an intern at the Fiscal Policy Office in the
Macroeconomics Policy Division. Special thanks to Mr. Nattapol Sriphotchanat, Macroeconomic
Analysis Section, for being our advisor in 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.

[2] Announcement of the Wage Committee on the minimum wage rate (No. 11), Ministry of
Labor.

[3] Announcement of the Monetary Policy Committee on monetary policy targets for the
year 2023, Bank of Thailand.

[4] Chamadanai Marknuan, "The minimum wage increase A tool to reduce labor market
inequality and its impact on the Thai economy," Research Note Krungthai Compass (19 September
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