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Headline: SET slips on Turkish crisis as regional currencies depreciate

STOCK MARKET

SET slips on Turkish crisis as regional currencies depreciate

POST REPORTERS

The Stock Exchange of Thailand (SET) suf-
fered some losses yesterday as panic sell-
ing over Turkey’s currency crisis drove the
bourse lower.

The SET index closed at 1,695.35 points,
down 10.61 or 0.6%, in moderate turnover
worth 54.25 billion baht.

Foreign and institutional investors were
net sellers of domestic shares worth 2.15
billion and 2 billion baht, respectively.

A sharp depreciation in the Turkish lira
ensued after the US last week imposed
sanctions on Turkey over its refusal to
extradite a US preacher imprisoned in
the country.

“In our view, although Thailand may not
be directly impacted by the Turkish crisis,
the baht's renewed weakness could also
weigh somewhat on foreign fund flows,”
said Phillip Securities Research.

Visit Ongpipattanakul, managing direc-
tor of Trinity Securities, said the SET expe-
rienced minimal impact thanks to strong
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earnings per share and seasonal dividend
payments, but the baht’s value was heavily
affected, as evidenced by similar deprecia-
tion in other major currencies.

Sorapol Tulyasatien, director of the mac-
roeconomics bureau at the Fiscal Policy
Office, said the weakening lira could affect
fund flows and Thailand’s stock market
in the short run because of investors'
panic selling.

But the impact is expected to be short-
lived because the problem is within Turkey,
Mr Sorapol said.

He said heavy fund inflows were pre-
viously channelled into Turkey and capi-
tal outflows have been growing recently
because the Turkish president declared that
the country's policy interest rate will not
be raised and spurned financial assistance
from the International Monetary Fund,
causing investor confidence to tumble and
the lira to depreciate significantly.

Thailand's overall economic condi-
tions will not be affected by Turkey's cur-
rency crisis because of the country’s high
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foreign reserves and low foreign debts, Mr
Sorapol said.

The capital outflows from Thailand are
deemed to be a domino effect, he said,
since investors are worried that other
emerging countries will face similar prob-
lems as Turkey and have been pulling their
investment capital from emerging markets.

Apart from Turkey’s currency crisis,
further assessment has to be made on the
Sino-US trade row because China is set
to incur losses from the US tariffs worth
155200 billion (6.66 trillion baht) at the end
of this month, Mr Sorapol said.

Total investment of Thai mutual funds
in Turkey is valued at 7 billion or 0.15%
of total net assets of Thai mutual funds,
therefore Turkey's currency crisis has not
affected the overall domestic mutual funds
industry, according to the Securities and
Exchange Commission.

Chantavarn Sucharitakul, assistant gov-
ernor for the corporate strategy and rela-
tions group at the Bank of Thailand, said
the central bank has been monitoring the
global financial markets with respect to
Turkey’s economic situation.

Trade linkage and bilateral investment
between Thailand and Turkey are not
substantial and the impact on Thailand's
financial market remains limited, Mrs
Chantavarn said.

Pimchanok Vonkorpon, director-gen-
eral of the Trade Policy and Strategy Office
under the Commerce Ministry, said Thai
exports may be at risk of seeing a drop due
to Turkey’s anticipated economic slow-
down and the drastic fall of the lira, which
will make imports more expensive and
eventually lower import demand.

However, she remains upbeat that
Thai exports going to Turkey are unlikely
to be affected much, saying shipments
are expected to grow 8% this year, as ear-
lier projected.

Turkey was ranked 36th among Thai-
land’s international trading partners in
2017. Two-way trade totalled $1.52 billion
lastyear, up 10.4% from a year earlier, with
Thai exports making up $1.266 billion.
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STATE UNITS’ HANDOVER
MAY SURPASS ESTIMATE

State enterprises in which the
Finance Ministry holds majority stakes
have handed over to the ministry a total
of Bt15.71 billion in July, up 0.3 per cent
from the same month last year, They
also handed over Bt146.31 billion in the
first 10 months of the current fiscal year
(October 1, 2017-July 31, 2018), arise of 21
per cent from the same period of the
last fiscal year, Prapas Kong-led, direc-
tor-general of State Enterprise Policy
Office (SEPO) of Finance Ministry said
yesterday.

In order of amounts, the Government
Lottery Office led the list with Bt33.3
billion in the first ten months, followed
by Electricity Generating Authority of
Thailand, Bt20.78 billion, and Bt17.5 bil-
lion fromPTT Plc.

Earlier, the SEPO estimated that
state enterprises would collectively
hand over to the Finance Ministry about
Bt137 billion this fiscal year, but the total
forfirst 10 monthsindicated that it
could be higher, Prapas said.
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GOVERNMENT

Lottery operator smashes revenue target

WICHIT CHANTANUSORNSIRI

Revenue collection among state-owned
enterprises (SOEs) in the first 10 months
of fiscal 2018 totalled 146 billion baht,
with the Government Lottery Office
(GLO) topping the chart with a 33-billion-
baht contribution.

The GLO's revenue collection was 21%
higher than the target of 25.2 billion baht,
while overall SOE revenue in the first 10
months was higher than the full-year target
of 137 billion, said Prapas Kong-led, direc-
tor-general of the State Enterprise Policy
Office (Sepo).

Fiscal 2018 runs from October 2017 to
September 2018.

Revenue is collected from 56 SOFEs and
companies in which the Finance Ministry
owns less than a 50% stake.

Higher-than-expected revenue col-
lection in the first 10 months was mainly
due to how overall earnings among SOEs
improved, said Sepo spokesman Chan-
vit Nakburee.

The top five SOEs contributing the larg-
est portion of revenue collection in the first

TOP FIVE STATE ENTERPRISES

By contributions to government coffers during the 10 months through July
State enterprise Unit: billion baht

Government Lottery Office n_ 333
Electricity Generating Authority of Thailand |3} RN 20.78
pr7 el I 17 52
Government Savings Bank n— 173
Provincial Electricity Authority [ RN 1179
otners [ 13

BANGKOK POST GRAPHICS

10 months were the GLO, the Electricity
Generating Authority of Thailand, PTT Ple,
Government Savings Bank, and the Provin-
cial Electricity Authority, Mr Chanvit said.

The five SOEs make up 69% of total rev-
enue collection, he said.

According to Mr Chanvit, Sepo has
a policy for SOEs to use innovation and

technology to drive their organisations
forward, in line with the government’s
Thailand 4.0 policy.

Incorporating technological advance-
ments also enhances overall SOE eamings,
he said, adding that revenue collection
among SOEs is essential to the govern-
ment's revenue stability in 2018.
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Headline: Modest outlook for GDP growth amid unresolved issues

Modest outlook for
GDP growth amid
unresolved issues

Investors keeping a close eye on the farm
sector, tourism and the central bank’s
policy direction. By Tim Leelahaphan

.y uestions remain about how broad-
.  based Thailand’s economic recov-
\: ery is, and whether growth of 4.5%
or abave for the rest of the year is achiev-
able, based on recent meetings Standard
Chartered held with investors and local
experts in Bangkok.

The agricultural sector was the main
focus of investors; it rermains to be seen
if the recent improvement in agricultural
production, prices and employment will
translate into a pickupin private consump-
tion in the second half,

The Fiscal Policy (ffice (FPQ), the
Finance Ministry's think tank, tast month
raised its 201 8 GDP growth forecast to 4.5%
from 4.2%, in contrast to investors’ less san-
guine view; we expect growth of 4.3%,

[nvestment and trade are improving.
[nterestingly, concerns about [acklustre
private investment have faded amid an
improving manufacturing sector, strong
export growth and progress on public infra-
structure investment.

Nonetheless, the impact of US-China
trade friction on Thailand — especially
the automobile and auto-parts sectors —
is being closely warched.

Meanwhile, the adverse impact of the
stricter Government Procurement and
Supplies Management Act appears to be
fading. The new law, which aims toimprove

www.ignewsclip.com

the transparency of public spending, had
earlier resulted in slow disbursement of the
public investment budget, Disbursement of
around 50% is still below the 65% target for
this fiscal year.

Concemn about the tourism industry has
risen in the aftermath of the July 5 boat acci-
dent off Phuket that claimied the lives of47
tourists from China. Early data shows that
growth in tourist arrivals fom China — the
country's biggest source of tourists by far —
slowed in July but remained positive.

It remains o be seen whether the gov-
ermment can restore confidence in tourist
safery ahead of China's Golden Week holi-
day from Oct 1-7, and whether the incident
will have a broader impact on the tourism
sector. More than 10 million Chinese tour-
ists visited Thailand last year, with arrivals
concentrated during the Lunar New Year
and Golden Week holidays.

Investors remain neutral on the mon-
etary policy outlook. Maost are reluctant
10 raise their expectations of policy rate
normalisation in Thailand given low
inflation expectations. [However, we still
expect the Bank of Thailand to increase
the policy rate in 2018, as there are clear
benefits from normalising policy sooner
rather than later.

While the baht is supported by strong
fundamentals such as a large current

News ID: B-180815001091 (15 Aug 18/05:54)
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account surplus and ample foreign
reserves, we think it is unlikely to remain
immune to external market volatility linked
to Chinese yuan depreciation.

Moving in line with monetary policy
tightening in other countries (both region-
ally and globally) would reduce the risk
of capital outflows. Acting sooner rather
than later would also result in a gradual
rise in interest rates, avolding the need
for an aggressive catch-up, and would be
market-friendly.

. e

NN
It remains to be seen
whether the govemment
can restore confidence
in tourist safety ahead
of China's Golden Week
holiday, Oct 7.

We think businesses and markets are
prepared to some extent for policy nor-
malisation. A couple of commercial banks
recently started 1o increase moengage rates,
There have also been signals from compa-
nies to pursue gradual fund moebilisation
through debentures to lock in low financ-
ing costs.

Investors will dosely watch the central
bank's next Monetary Policy Committee
meeting on Sept 19 to see if it signals a
clearer shift in its stance towards tight-
ening, or even decides to start normalis-
ing pelicy.

Tim Leelahaphan is a Thailand economist
with Standard Chartered Bank.
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Thailand shielded from Turkey rout

BOT SEES ONLY A LIMITED IMPACT, BUT SOME ANALYSTS FACTOR IN BAHT DECLINE AND KEEP WATCH ON TRADE SURPLUS

WICHITCHAITRONG
THE NATION

THE turmoil in Turkey’s financial
markets presentsonlyalimited threat
to Thailand,accordingto the Bank of
Thailand (BOT), but some analysts
see the fallout for emerging markets
causing moderate falls in the baht
and the country’s trade surplus.
Chantavarn Sucharitakul, BOT
assistant governor, said that the cen-
tral bank hasbeen monitoring devel-
opments in global money markets
from Turkey's problems, but that
indications were for only a limited
impact on Thailand’s money mar-
kets. This is due largely to the fact
that there are few linkages Thailand
and the financially troubled country
in trade, investment and financing,
However, Jitipol Puksamatanan,
a strategist at Krungthai Bank, said
that concerns Turkey's financial tail-
spinwould sinkother emerging mar-
kets over the medium term had not
yeteased. Still, thecurrencies of Asian

emerging-market countries, includ-
ing China and Thailand, were little
changed as investors holding Turkish
lira typically do not hold the baht or
the yuan.

In the past five trading days after
Turkey'smarket ructions, theliraslid
20 per cent, emerging-market cur-
rencies weakened 5 per cent and the
baht depreciated only 0.16 per cent.

If a new emerging-market cur-
rency crisis oceurs, the baht is fore-
cast to weaken by 0.5-1 per cent
against the US dollar - or about 15-
30 satang. If Turkey’s predicament
leads to a full-blown crisis, the baht
will likely depreciate to 33.70 to the
dollar, and that represents little
impact, Jitipol said. In yesterday’s
afternoon session, the baht rose to
33.27 to the greenback.

Thebahtisforecasttosee achance
to, at most, weaken to 34.50 per US
dollarin the third quarter of this year
and move in a range of 33.20-34.20
inthefourth quarterandlater appre-
ciate to 32.50.
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Bankof Ayudhya's Global Markets
Group projects the baht to move ina
range of 33.20-33.50 to the dollar,
while expecting the Thai economy to
see limited direct impact from
Turkey’s financial and economic
upheavals.

However, it would be difficult for
Thailand to avoid market volatility
and indirect impacts from Turkey's
marketturmoil asmoneymarketsare
connected globally, the research unit
said, expecting alow possibility for the
crisis's contagion to expand due to
Turkey's unique problems in eco-
nomic imbalances, low foreign
reserves and a US decision to double
tariffs on steel imports from Turkey.

In Thailand, the research house
said that there has been a signal for
less necessity for monetary easing
after the BOT's Monetary Policy
Committee decided to leave the pol-
icy rate unchanged.

The research house expects the
MPCtoraise the policyrate inthelast
quarter of this year.
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Kasikorn Research Centre expects
the baht to move inarange of 33.20-
33.50 tothe US dollartoday, with the
market keeping a close watch on the
lira's movements.

The Stock Exchange of Thailand
(SET) has been hit indirectly by
Turkey financial crisis, say experts.

The plunge in value ofthe Turkish
currency has adversely affected
emerging markets, including
Thailand, said Prinn Panitchpakdi ,
managing director at CLSA Securities
(Thailand).

The benchmark SET index yes-
terday dropped 10.61 points or, 0.62
per cent, from Monday, closing at
1,695.35 points. The trade value
Bit54.24billion, with foreign investors
recording net sales of Bt2.14 billion,
and institutional investors making
net sales of Bt2.01 billion.

“Investorswere worried aboutthe
contagiousimpacton emerging mar-
kets, so they pulled money out from
riskier assets and relocated it to safe
haven markets in developed coun-
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tries,”said Prinn. Thethreatofatrade
war also played a role in dampening
market sentiment, he said.

He expected it would be a short-
term impact only as, previously, the
SET Index had moved up from the
1,600 level to well over 1,700 points.

Anusorn Tamajai, dean of Rangsit
University's economies faculty, said
both the Turkey crisis and trade dis-
pute between the United States and
China had hurt the Thai stock mar-
ket. The impact from Turkey would
be limited, he added. Soraphol
Tulayasathien, a senior economist at
Finance Ministry, said that any
impact would be small as the Thai
economy does not depend much on
foreign borrowings and the country
has a large current account surplus.
“Trade relations between Thailand
and Turkey are not large, with
Thailand’s exports to Turkey making
uponly 0.5percentofthe total exports
and imports from Turkey were only
0.1 per cent of total Thailand’s total
imports in 2017, Soraphol said.
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