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FORECAST IS HAZY

The future of the Thai economy is uncertain, with the strength of its post-pandemic recovery dividing analysts

across the board, write Phusadee Arunmas and Wichit Chantanusornsiri

wide disparity exists between econ-
A omists and the government over the
state of the Thai economy.

The government views the economy as
weak and requiring a stimulus to recover.
In contrast, some economists and former
central bankers believe the economy is in
a period of continued recovery.

The government has emphasised the
need to stimulate the economy through its
digital wallet project, noting the rich are
getting richer and the poor are becoming
poorer, leading to increasing social disparity
and a wider wealth gap of up to nine times
between the top 20% of wealth and the
bottom 20%.

Moreover, the household debt-to-GDP
ratio has risen to 91%, which is higher than
the Bank for International Settlements’ ceil-
ing of 80%.

Julapun Amornvivat, the deputy finance
minister, said the economy requires stimu-
lus measures for a restart because in the
pastdecade, it expanded by only 2% a year.
Expansion at this level is inadequate to pro-
vide the government with sufficient income
to support the country’s ageing demograph-
ics in the future, he said.

The 10,000-baht digital wallet handout,
which requires an estimated budget of 500
billion baht, is part of stimulus measures
expected to enable average economic
growth of 5% annually during the govern-
ment's four-year term.

HANDLE WITH CARE

“This is a fragile situation, which is why
it is necessary to restart the economy as
Thailand’s GDP grew by only 1.8%, which
is among the lowest rates in the region,” Mr
Julapun said.

He said the Monetary Policy Commit-
tee’s stance of gradual policy rate hikes since

RISK FACTORS AFFECTING
EXPORTS REMAIN
BOUNTIFUL.ITIS
FORTUNATE THERE ARE
SUPPORTING FACTORS
INTHE AGRICULTURAL,
AUTOMOTIVE AND
ELECTRONICS SECTORS,
WHICH CONTINUETO
GROW.

CHAICHAN CHAREONSUK
CHAIRMAN, THAI NATIONAL SHIPPERS COUNCIL

August 2022 was focused on keepinginfla-
tion under control and promoting a smooth
economic recovery.

“The economy rebounded as anticipated
and continues to recover following the rate
hikes,” he said.

GDP in the second and third quarter
recovered based on domestic demand for
private consumption, said Mr Julapun.

Non-farm and farm incomes are
continuing to rebound, exceeding the pre-
Covid level, he said.

The Bank of Thailand's most recent GDP
growth forecast for 2024 was maintained at
4.4%, inclusive of the government’s eco-
nomic stimulus measures.

The central bank said the planned stimu-
lus measures should produce a fiscal mul-
tiplier of 0.3-0.6 times, meaning for every
100 baht spent the GDP will increase by
30-60 baht.

CONTEXT DEPENDENT

Aat Pisanwanich, an international eco-
nomics analyst and senior consultant at
International Research Consultant Co Ltd,
said the digital handout scheme will create
a fiscal multiplier effect dependent on eco-
nomic circumstances.

Ifthe economy is stagnant, money circu-
lation will be low. However, if the economy
still has momentum, cash turnover should
be higher, he said.

Mr Aat predicted the scheme will create a
fiscal multiplier effectin the range of 1.1-1.2
times, or around 800 billion baht if inflation
is taken into consideration.

The Fiscal Policy Office (FPO) down-
graded its forecast for 2023 economic
growth to 2.7% because of the global eco-
nomic slowdown, a significant cut from the
3.5% outlook in July.

The tourism sector and domestic
demand, particularly private consumption,
are the leading drivers of the country’s eco-
nomy. The FPO forecast foreign arrivals of
27.7 million in 2023.

The office projects GDP growth of 3.2%
in 2024, with the main sup port coming from
private consumption and exports, as well as
the recovery of the tourism sector.

Foreign tourist arrivals are estimated
at 34.5 million in 2024, up 24.6%, leading
to increased employment and income
in the tourism sector and related service
businesses.

The forecast of 3.2% growth in 2024 does
not include the impact of government stim-
ulus measures, such as the 10,000-baht dig-
ital wallet scheme, said the FPO.

Danucha Pichayanan, secretary-general
of the National Economic and Social

P Continued on page 6
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Development Council (NESDC), said over
the past five years, economic growth has
failed to meet government targets, while
over the next two years, Thailand faces
challenges and uncertainties related to the
global economy.

During the past five years, the Thai econo-
my expanded by 1.4% on average, in part
because of the impact of the pandemic
between 2020 and 2021.

Excluding the pandemic impact, the
economy grew by only 2.6%, below the
target of 5% per year, he said.

Mr Danucha said during the past two
years, global growth has been more vola-
tile than before the pandemic, with high
inflation in some countries.

According to the NESDC, the Thai eco-
nomy in 2023 is projected to expand by 2.5%,
with supporting factors including favourable
growth of private consumption, a continued
recovery in the tourism sector, and expan-
sion of both private and public investment.

Consumption and expenditure are
expected to increase by 5.0% and 1.6%,
respectively, according to the state plan-
ning unit.

Headline inflation is estimated in a range
of 1.7-2.2% and the current account is pro-
jected to record a surplus of 1.2% of GDP.

BRIGHTER EXPORT OUTLOOK

Thai exports are poised to rebound in the
fourth quarter of 2023, presenting crucial
momentum for shipment growth in 2024
despite persistent uncertainties and geo-
political risks.

According to Commerce Ministry data,
Thai exports grew for the first time in 11
months in August, supported by improved
signals from the global manufacturing
Prime Minister Srettha Thavisin has emphasised the need to stimulate the economy through sector, positive consumer spending, and
the digital wallet project. Photo: Chanat Katanyu an expanding service sector among trading
partners.

The growth was bolstered by the pro-
motion of clean energy policies and higher
demand for technological products, while
the relative depreciation of the baht also had
a positive influence on exports.

According to the latest data from the
Commerce Ministry, exports increased for
a third straight month in October, up by 8%
to US$23.5 billion, while imports increased
by 10.2% to US$24.4 billion, resulting in a
trade deficit of US$832 million.

Exports from the real sector (excluding
gold, oil-related products, and weaponry)
grew by 5.4% year-on-year in October.

For the first 10 months, Thai exports
decreased by 2.7% to roughly US$237 bil-
lion while imports decreased by 4.6% to
US5243 billion, resulting in a trade deficit
of US$6.66 hillion.

Permanent commerce secretary Keerati
For the first nine months of the year, Thai exports fell by 3.8% year-on-year to $213 billion. Rushchano said the ministry remains
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axporters

Mr Chaichan says that risk factors affecting exports remain bountiful.

bullish that shipments could continue to
improve during the final three months of
2023, resulting in a smaller contraction for
the year than was previously projected.
Factors contributing to the positive
trend include collaboration between the
government and the private sector to
address export challenges and increase
shipment activities, as well as higher imports
of agricultural and food products because of
drought conditions, stable exchange rates,
and stocking up of inventory ahead of the
Christmas and New Year holidays, he said.
The Joint Standing Committee on
Commerce, Industry and Banking recently
lowered its export outlook for 2023 to a
contraction of 1-2%, from a contraction of
0.5-2%, while the Thai National Shippers’
Council (TNSC) downgraded its exportforecast

to a contraction of 1% from a range of -0.5
to 1% growth, citing weak global demand.

“Continued expansion in the final
months of 2023 will serve as a pillar sup-
porting export growth in 2024. Exports will
once again play a pivotal role in propelling
the Thai economy forward,” said Mr Keerati.

He said the ministryis committed to col-
laborating closely with the private sector,
holding quarterly meetings to analyse and
project the export landscape, focusing on
three primary sectors: agricultural and food
products, industrial goods, and lifestyle
products.

The ministry plans to monitor trade
issues and intricacies, assessing support-
ing elements, risks and opportunities, while
conducting comprehensive product-spe-
cific export target forecasts, said Mr Keerati.

News ID: C-231222001141 (22 Dec 23/05:00)

L, 02-253-5000, 02-651-4700

#5 02-253-5001, 02-651-4701

He said shipments in the agricultural and
food sector, which accounts for 15% of the
country’s total exports, are expected to grow
by 2% in 2023, while industrial products,
which constitute 60% of total exports, are
anticipated to expand by 1%.

The ministry is maintaining its export
growth target at 1% in 2023 and set a 2024
export growth target at 1.99%.

CONTRACTION LIKELY

Chaichan Chareonsuk, chairman of
the TNSC, said while exports expanded
in August and September, the council still
maintains its forecast for an export contrac-
tion of 1-1.5% in 2023,

“Risk factors affecting exports remain
bountiful,"” Mr Chaichan said. “It is fortu-
nate there are supporting factors in the

agricultural, automotive and electronics
sectors, which continue to grow.”

Key risk factors include geopolitical
conflicts in the East and West, significantly
affecting global economic fluctuations, he
said. Major trading partners exhibit slow
and staggered recoveries, such as in the US,
Europe and China.

Global interest rates remain high, influ-
encing financial systems with a downward
flexible trend, and credit release is more
restrained, said Mr Chaichan.

In addition, China’s market recovery
and currency stability are crucial to export
outcomes, while relatively high production
cost factors, such as electricity bills and raw
material costs, are likely to affect Thailand's
pricing competitiveness, he said.

Looking to 2024, Mr Chaichan said exter-
nal factors continue to weigh on export
prospects, not only in Thailand but also
globally, as geopolitical conflicts remain
persistent and unpredictable, while oil
prices and raw material costs are still
relatively high.

Shippers face increased labour costs
in 2024, in addition to drought-related
problems and the introduction of new
environmental regulations in foreign
countries such as the Carbon Border Adjust-
ment Mechanism.

These external factors are expected
to affect exports in multiple dimensions,
he said.

According to Mr Chaichan, despite dry El
Nino conditions affecting agricultural busi-
nesses, Thai crop exports should remain in
good shape in 2024 as rising prices could
help offset lower export volumes.

The bahtis projected to move in a range
of 33-35 to the greenback, making Thai
export products competitive in the world
market, he said.

“Agricultural and food products boast
growth potential, but the government will
need to continuously promote soft power,
said Mr Chaichan.

“The industrial sector remains challeng-
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ing based on the slow recovery in manu-
facturing in China and Europe, affecting
Thailand's industrial product supply chains.
This impact is observed for items such as
plastic pellets, chemicals, rubber and rub-
ber-based products.”

He said automobile and auto parts
exports are expected to maintain growth,
while electronic components also exhibit
potential for continued shipments and
freight costs remain relatively stable.

“Thai exports could post growth in 2024 if
there are no additional external factors and
ongoing wars between Ukraine and Russia
as well as Israel and Hamas do not escalate
and expand,” said Mr Chaichan.

Exports in 2024 are predicted to grow at
a tiny rate, around 0-2%, he said.
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BANKING SECTOR
ANTICIPATES ROSY 2024

Industry expects healthy loan growth despite tightened regulations, writes Somruedi Banchongduang

L]

Leading banks exhibit financial services at Money Expo 2023.

oan growth for the banking industry

is expected to improvein 2024, in line

with an improving economy amid

tightened regulation and continued

normalisation of macroeconomic
policies.

Payong Srivanich, chairman of the Thai
Bankers' Association and president of
Krungthai Bank, said banking operations
and profitability in 2024 would mainly
depend on the country’s economic growth.

Continued post-Covid recovery should
support economic activities, he said. An
uneven economic recovery could pose a
challenge to some industries and customer
segments in the banking industry.

The stimulus measures proposed by the
Srettha Thavisin administration should
facilitate the country’s economic expansion,
said Mr Payong.

In addition, the government should
implement additional stimulus measures

that are more targeted to vulnerable seg-
ments, such aslow-income earners, farmers
and small and medium-sized enterprises,
he said.

“Ifthe Thai economy continues to grow, it
would support economic activities and can
generate recurring income for both business
and household segments,” Mr Payong said.

“Under this scenario, it would facilitate
growth of the banking business.”

REGULATION

Regulatory factors are a key challenge for
the industry in 2024, particularly the Bank
of Thailand’s new responsible lending (RL)
guidelines that aim to improve loan quality
and sustain the financial system over the
long run.

The new rules will add expenses for
financial institutions as well as loan-loss
provisions for the banking industry,
he said.

This factor puts pressure on the declining
market capitalisation of the banking sector
overall, he said.

The profitability of the banking sector
nextyear is mainly dependent on economic
circumstances, Mr Payong said.

“Standardisation of the financial sector,
including both banks and non-banks,
should be done on a fair and equitable
basis. Otherwise it could lead to inequality
in supervision and market competition,”
he said.

Chartsiri Sophonpanich, president of
Bangkok Bank (BBL), agreed the banking
business outlook for 2024 depends on the
country’s economic circumstances.

The government's stimulus measures
should kick-start GDP growth in 2024 to
exceed the previous year, supporting loan
growth and the banking industry, said Mr
Chartsiri.

“The central bank’s new RL guidelines
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will push up operating costs in the industry,
but BBL is ready to comply with the new
standard and manage higher expenses to
maintain suitable earnings,” he said.

Mr Chartsiri said the bank plans to con-
tinue to develop digital banking, in line with
the country’s transition to a digital economy
and customer needs in the digital era.

BBL is also improving its core banking
system to improve business efficiency, he
said.

LENDING OUTLOOK

Thanyalak Vacharachaisurapol, deputy
managing director of Kasikorn Research
Center (K-Research), forecasts banking
sector loan growth in 2024 at 3.5-4%, higher
than the estimate of 2.3-2.5% for 2023.

The central bank’s elevated growth out-
look from 3.8% to 4.4% would be a key factor
growing banks loans, particularly corporate
loans, she said.

Net interest income (NII) should con-
tinue to grow in 2023, in line with loan
expansion and rising interest rates, said
the think tank.

Visitors at the Government Savings Bank booth at Money Expo 2023 Rayong.
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IFTHE ECONOMY
CONTINUES TO GROW,
ITWOULD SUPPORT
ECONOMIC ACTIVITIES
AND CAN GENERATE
RECURRING INCOME FOR
BOTH BUSINESS AND
HOUSEHOLD SEGMENTS.

PAYONG SRIVANICH
CHAIRMAN, THAI BANKERS' ASSOCIATION

The guidelines cover advertising and
selling debts, particularly for new loan offer-
ings starting from 2024,

The regulator prohibits ads and market-
ing campaigns thatmay encourage excessive
borrowing or discourage a healthy credit
culture, including terms such as “instant
loan” or “no collateral needed” without clear
explanations about how the interest and
principal are computed or deducted from
each payment.

Moreover, the central bank is scheduled
to implement new persistent debt (PD)

The atmosphere at
this year's Money Expo.

K-Research predicts NII to increase mar-

ginally to 3.3% in 2024 from 3.1% in 2023 and
2.3% in 2022, The marginal improvement is
the result of higher financial costs for deposit
mobilisation, said the research house.

Ms Thanyalak said the banking industry
should be able to manage non-performing
loans (NPLs) in 2024 through both debt
restructuring and sales of NPLs.

The NPL ratio in for commercial banks
is expected to remain stable at 2.5-2,75% of
total loans in 2023, compared with 2.72%
the previous year.

As aresult, banks are likely to ease loan-
loss provisions in 2024, said K-Research.

In addition, the industry’s credit costs for
2024 should continue to return to pre-Covid
levels, she said.

Prior to the pandemic, the industry’s
credit costs were around 1.2-1.3%, rising to
1.7-1.8% during the pandemic.

The central bank's RL guidelines should
not significantly affect operating costs
nor loan-loss provisions in 2024 as the
new rules are gradual implemented, said
Ms Thanyalak.

The RL guidelines are slated to start on
January 1,2024 as part of an effort to reduce
the country’s household debt.

Mr Payong reiterated that the
profitability of the banking business
for next year would mainly depend on
economic circumstances.

measures from April 1, 2024, offering low
interest rates to low-income debtors with PD
and revolving personal loans to enable them
to exit from the debt cycle faster.
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