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The Revenue Department allows “gasoline costs” to be tax
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MACROECONOMY

TOURISM REBOUND, CONSUMPTION
ONTINUETO DRIVE RECOVERY

Export growth to carry on at slower pace, write Wichit Chantanusornsiri and Phusadee Arunmas

hailand's economy is
pointed towards a revival,
buoyed by increasing
tourism activities and
active domestic consump-
tion after the country’s reopening to
foreign tourists in July 2022,

‘The tourism industry is driving the
recovery as foreign visitors returned in
droves following the country’s full re-
opening.

The export sector, another key eco-
nomic engine, is expected to continue
its growth, albeit at a slower pace, Infla-
tion rates, driven by cost-push factors
that peaked in the third quarter of 2022,
are likely to decline going forward and
unemployment is expected to improve
following the easing of the pandemic.

Nevertheless, there are still a host of
downside risks for the country’s eco-
nomic prospects including an uneven
economic recovery, sky-high prices, a
bloated budget deficit, a high level of
household debt, the energy crisis in Eu-
rope, the US Federal Reserve's acceler-
ation of interest rate increases, China's
economic outlook, the baht's volatility
and, in particular, the looming global
economic recession which may reduce
demand for the country’s exports.

More importantly, Thailand is head-
ing towards a general election next year,
which has been tentatively scheduled

for May 7, possibly making the ongoing
attempts to tackle the challenges more
difficult to achieve.

Against the odds, the Fiscal Policy
Office (FPQ) remains upbeat that the
economy is likely to grow by 3.8% in 2023
compared with a projected 3.4% in 2022,

‘The higher growth would be mainly
driven by a continuation of strong ex-
ports and the expansion of private con-
sumption and private investment, said
Pornchai Thiraveja, director-general of
the FPO.

The agency also forecast a high num-
ber of foreign tourist arrivals at 21.5
million in 2023, up from 10.2 million in
2022,

Among next year's challenges are the
risk of a global economic recession, a
hike in interest rates in many countries
and the ongoing geopolitical conflicts
which have disrupted the global energy
and food supply chain.

Mr Pornchai said there are no signs
that Thailand will enter a recession.
Thailand posted economic expansion
for two straight quarters in 2022, 2.5%
year-on-year in the second quarter fol-
lowing 2.3% year-on-year in the frst
quarter.

He said economic growth in 2023
would be driven by the strong rebound
of the tourism sector which would also
spur growth in private consumption.
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Local tourists pack Siam Square
Walking Street on June 4.
PHOTO: NUTTHAWAT WICHEANBUT
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The FPO also projects that the aver-
age Dubai crude oil price would stand
at US$92 per barrel in 2023, down from
the projected average of $99 per barrel
in 2022,

The agency estimates that the rate of
inflation had already peaked in August
2022 at 7.86% and would begin to fall in
the fourth quarter. It expects headline
inflation at an average of 6.2% in 2022
before falling to 2.9% in 2023,

e ',I

Mr Pornchai said the ministry stands
ready to deal with a global economic re-
cession. The country set the 2023 fiscal
budget at 3.18 trillion baht with the state
enterprises’ investment budget set at 300
billion baht. The country still has room
to use fiscal policies if it were to enter a
recession,

Mr Pornchai said the related econom-
ic indicators show that the country’s fis-
cal status is healthy enough to manage
any future economic challenges.

‘The ratio of public debt to GDP as of
the end of the 2022 fiscal year stood at
62.6%, which does not exceed the ceiling
of 70%. The Public Debt Management
Office predicts that the ratio will fall to
60.4% at the end of fiscal 2023.

Currently, most of Thailand's total
debtis domestic debt and most of the to-
tal debt is long-term debt, which makes
it easy to manage.

According to Mr Pornchai, in 2023
the Finance Ministry will focus on the
economic revival and maintaining the
economic recovery’s momentum.

‘The ministry will also focus on main-
taining fiscal discipline and reducing the
budget deficit, he added.

TOURISM A BIG BOOST

Nonarit Bisonyabut, a research fel-
low at Thailand Development Research
Institute, said the country’s recovering
tourism sector would help cushion the
impact of 2023 global economic uncer-
tainties on the country.

He believes that the sector will con-
tinue to rebound in 2023. Despite the
outlook in terms of a global economic

Tourists pose for snaps during a visit to Wat Phra Chetuphon or Wat Pho in
Bangkok's Phra Nakhon district on November 12, PHOTO: APICHART JINAKUL
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recession in 2023, wealthy foreigners are
still eager to visit Thailand.

Though exports might not expand at
a high rate of 7-8% in 2023, its expan-
sion, even at 1-2%, could still support
economic growth to a certain degree,
he added.

Mr Nonarit said the government's
policy of promoting the use of electric
vehicles (EV) will also stimulate the do-
mestic economy.

He warns that if the government
wants to launch relief measures to assist
the poor in coping with economic diffi-
culties in 2023, the government should
spend carefully on such measures and
provide assistance to targeted groups,

As the economy recovers, it should
not provide the measures on a blanket
basis as it had done over recent years,
said Mr Nonarit.

SLOW GROWTH

Exports are expected to eke out growth
in 2023 but at a much slower pace than
the previous two years dueto the world'’s
anticipated economic recession, and the
tepid economies of key trading partners
such as China, the US, and the EU.

Thailand’s currency is also expected
to see justamoderate weakness of 36-38
baht against the US dollar in 2023 which
is instrumental to boosting Thai exports,
said Chaichan Chareonsuk, Chairman
of the Thai National Shippers’ Council
(TNSC).

According to Mr Chaichan, many im-
portant risk factors warrant close mon-
itoring in 2023, including the inflation
situation of key trading partners, espe-
cially that of the US, which has seen a
continual increase.

The US Federal Reserve and central
banks worldwide have been pursuing
tighter monetary policies to tame their
inflation. It is expected that US interest
rates would rise to 5% in 2022-23 before
starting to reduce in 2024, resulting in
a slowdown in demand and economic
activity due to higher financial costs in
line with the interest rate hikes.

Mr Chaichan said the US dollar tends
to depreciate when boosted by an an-
ticipated influx of global funding due to
higher interest rates.

Tourists arrive at
Suvarnabhumi airport
following the country’s
full reopening.

PHOTO: NUTTHAWAT
WICHEANBUT

More importantly, he said the Pur-
chasing Managers’ Index (PMI) of major
trading partners such as the US, Europe,
China and South Korea have displayed
clear signs of decline, while China's ex-
ports in October fell by 0.3% from the
same month in the previous year, the
first time it had dropped in the past
two years due to sluggish demand and
mounting concerns over a global eco-
nomic recession.

According to Mr Chaichan, other ar-
eas of concern include relatively high
energy prices and shortages of raw ma-
terials such as wheat, corn, sunflower
seeds, and fertilisers, along with their
price volatility.

Although chip shortages began to
ease in September, it has still not been
enough to meet the demands of the
manufacturing sector, he said.

Economic
Indicators show
that the country’s
fiscal status is
healthy enough
to manage any
future economic
challenges.

Pornchai Thiraveja,
Director-General,
Fiscal Policy Office
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A man walks past an electronic board displaying forex prices at a currency
exchange booth on September 30, 2022. PHOTO: PORNPROM SATRABHAYA

“With such risk factors, we expect Thai
exports to grow by 2-5% in 2023 from
an estimated 8% in 2022 and the 18.8%
surge in 2021," said Mr Chaichan.

He attributed the supporting factors
for the country’s export growth in 2022
to ongoing baht weakness and higher
demand globally for food, resulting
in healthy shipments of chicken and
canned seafood to the EU and the UK.

He said the key stumbling blocks for
the country’s export prospects includ-
ed: runaway inflation rates among the
country’s key trading partners; shrink-
ing manufacturing in the US, Europe,
China and South Korea; relatively high
energy prices due to the ongoing Rus-
sia-Ukraine war; and lingering shortages
of raw materials and chips.

In a move to boost the country’s ex-
ports and attract investment, the ship-
pers urged the government to speed up
free-trade agreement talks, notably with
the EU and the UK, and deeper trade
partnerships through mini-free trade
agreements with target cities and prov-
inces overseas.

Exporters are encouraged to make use
of the Regional Comprehensive Econom-
ic Partnership trade pact, which took
effectin early 2022, said Mr Chaichan.

RISKS BOUNTIFUL

Sanan Angubaolkul, chairman of the
Thai Chamber of Commerce, said Thai-
land’s exports are expected to brave a
host of headwinds in 2023, be it a global
recession, rising interest rates or the US
dollar’s appreciation.

In addition, many countries are likely
to follow the US in raising their inter-
est rates, putting more pressure on the
world’s economic prospects.

Such factors would negatively affect
investments and import demand.

Mr Sanan said the ongoing war be-
tween Russia and Ukraine and trade
conflicts between China and the US
would be other key factors that affect
Thai exports. Still, he projects the coun-
try’s food exports to post continuous
growth because of strong demand.

“Thai entrepreneurs have to closely
monitor the situation in order to seek
the best export opportunities,” said Mr
Sanan. "At the same time, they need to
come up with prudent foreign exchange
risk management given the ongoing for-
eign exchange volatility.”

FOOD STILL PROMISING

Visit Limlurcha, honorary president
of the Thai Food Processors Association,
said the country’s food exports are pro-
jected to retain their expansion in 2023,
albeit at a slow pace.

His association predicted that food
shipments would grow by at least 5% in
2023, easing significantly from the antic-
ipated 12% increase in 2022, the highest
level in a decade.

In 2021, food exports generated 1.11
trillion baht for the country, up 11.8%
from the previous year.

According to Mr Visit, Thailand’s
export prospects remain promising in
2023, particularly for plant-based foods,
driven by rising numbers of health-con-
scious consumers, innovations and an
increasing global population.

While the export values of the coun-
try's plant-based foods remain relatively
low, there is a huge opportunity for such
trade in the future, said Mr Visit, who is
also president of the newly established
Thai Future Food Trade Association.
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