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Consumption-led recovery
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2Q16 data confirms our view of a consumption-led recovery. Strong

tourism and public investment continue. Exports show signs of KAMPON ADIREKSOMBAT, Ph.D.
bottoming out. But, private investment remains sluggish. With already Economist
massive liquidity, rate cuts would not help in our view. We therefore 662 — 617 4982
expect the BOT to maintain its policy rate at the 3 August meeting. kampon.adi@thanachartsec.co.th
2Q16 consumption data reaffirms our positive view ECONOMIC MONITOR

The June 2016 Private Consumption Index slowed down somewhat
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But, private investment remains sluggish

": The Private Investment Index (1.3% y-y vs. 1.2% previously) remained Source: Bank of Thailand
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Overall, 2Q16 private investment showed no signs of recovery, with the (15)
outlook remaining bleak on the back of very low FDI year to date. (20) T s
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External demand remains a key support Source: Bank of Thailand
In June 2016, excluding gold, the value of exports again experienced a Note: Sgﬁn;aﬁi.m;?i;ﬁles of passenger and
smaller contraction (-1.6% y-y vs. -5.6% previously), mainly due to a
conti.nued repou_nd in _automotive exports §+22.0% y-y Vs. _+5.1% External Performance
previously) with improving orders from the Middle East, Australia and
China. Exports of air conditioners, rubber products and shrimp products
remained strong. On the other hand, imports, excluding gold, plunged Tourist arrivals (y-y %) 98 76 72
again (-9.7% y-y vs. -1.9% previously). The only import recovery area Exports (y-y %) (76) (@7 19
was in consumer goods, reflecting a continued domestic consumption Imports (y-y %) (13.4) (0.2) (9.3
recovery. The trade balance remained in surplus (US$3.8bn). Tourist Trade balance (US$bn) 24 35 3.8
arrivals slowed down slightly (+7.2% y-y vs. 7.6% previously) due to the Currentaccount (US$bn) 3.2 22 3.0

Ramadan fasting month for Muslim tourists. Net-net, 2Q16 external
demand remained strong. The 1H16 current account surplus (US$
25bn) already accounts for 78% of the full-year 2015 number, a clear
sign that massive liquidity in the country should continue.

Source: Bank of Thailand

Key Forecasts

2016F 2017F 2018F

Consumption-led recovery should continue Real GDP growth 33 4240

. . CA (% to GDP) 7.2 55 42

We see upside potential to our 2Q16 GDP growth forecast of 3%. The Headline CPI 08 20 25

consumption recovery remains firm. Exports show signs of bottoming BUUSS - average 264 375 385
out. Our only concern now is when FDI and private investment will .

Policy rate 15 2.0 25

come back. Liquidity is not an issue, and hence a policy rate cut would
not help in our view. We therefore maintain our view of a flat policy rate
in 2016F. We hope the government finalizes its FDI tax policy soon.

Source: Thanachart estimates

This report is prepared by Thanachart Securities. Please contact our salesperson for authorisation. Please see the important notice on the back page




THAILAND ECONOMICS KAMPON ADIREKSOMBAT, Ph.D.

Ex 1: Monthly Economic Data

The real sector (y-y %)

Manufacturing Production Index, seasonally adjusted (level) 111.3 105.7 107.9 108.5 107.8 108.3 107.0
Manufacturing Production Index, non-seasonal adjusted (level) 105.1 107.3 108.7 120.7 99.0 111.6 108.9
Manufacturing Production Index, non-seasonal adjustment 1.4 (3.5) 1.7) 2.2 0.9 2.7 0.8
Industrial capacity utilization (%) 64.0 65.1 66.9 74.3 59.5 67.5 66.3
Private consumption indicators

- Non-durable Index 4.3 3.1 5.1 1.8 3.6 3.6 1.6
- Semi-durables Index 2.9 0.6 (0.7) 3.7 2.1 17 1.6
- Durables Index 2.2 (6.3) (11.5) (7.7) 3.1) 7.8 6.9
- Service Index 4.3 5.9 7.0 10.3 6.6 8.5 6.8
Private investment indicators

- Car sales for investment purpose 19.2 (8.5) (5.1) 3.4 6.2 18.9 7.2
- Imports of capital goods (at 2010 prices) 3.7) 14 (6.6) 9.3 (4.8) (0.6) (4.8)
- Construction material sales Index 14 (2.9) 19 (0.9) 1.6 (0.3) (4.5)
Government cash balance (Bt bn) (0.1) (119.9) (13.3) (90.5) (61.1) 25.5 na
Consumer Price Index (0.85) (0.53) (0.50) (0.46) 0.07 0.46 0.38
- Food 0.83 0.81 1.26 0.97 1.57 2.97 2.80
- Non-food (1.78) (1.25) (1.45) (1.25) (0.76) (0.94) (0.94)
Core inflation (excluding raw food and energy) 0.68 0.59 0.68 0.75 0.78 0.78 0.80
External accounts (US$ m)

Exports 16,958 15,560 18,120 18,577 15,472 17,548 18,009
Change (%) 9.1) 9.3) 6.2 (1.0) (7.6) 3.7) 1.9
Imports 13,739 12,924 12,142 13,890 13,022 14,042 14,218
Change (%) (8.7) (17.8) (16.3) 9.1) (13.4) (0.2) (9.3)
Trade balance 3,213 2,636 5,978 4,687 2,450 3,506 3,791
Current account balance 4,044 4,118 7,453 5,004 3,164 2,234 2,978
Capital account 0 0 0 0 0 0 0
Financial accounts (3,930) (555) (2,050) (2,068) (513) (795) (157)
- Central bank (446) 586 523 1,482 (464) 63 291
- Government (190) 271 (486) (471) 83 (201) 655
- Other depository corporations (ODC) (712) (134) 324 (922) (1,500) 2,920 937
- Others (2,677) (1,277) (2,410) (2,086) 1,367 (3,577) (2,039)
Balance of payments (661) 4,544 6,071 3,159 1,626 432 1,860
Official reserves (US$ bn) 156.5 160.1 168.0 175.1 178.6 175.5 178.7
Monetary statistics — end of period (Bt bn)

Monetary base 1,710.1 1,649.1 1,631.6 1,727.3 1,664.0 1,646.0 1,639.8
Change (%) 2.6 4.1 15 8.0 4.7 5.9 5.8
Narrow money 1,778.1 1,748.9 1,750.0 1,748.6 1,764.1 1,772.9 1,742.1
Change (%) 5.7 6.5 4.6 5.1 6.8 4.6 (7.5)
Broad money 17,551.7 17,6252 17,7455 17,8186 17,9000 17,8236 17,835.1
Change (%) 4.4 4.0 3.7 3.7 4.3 3.7 4.3
Other depository corporations credits 17,200.3 17,296.7 17,4269 17,533.0 17,654.2 17,527.4 17,516.8
Change (%) 5.3 4.9 5.0 4.6 4.9 4.4 4.4
Other depository corporations private credits 16,154.4 16,104.7 16,121.1 16,137.3 16,180.0 16,293.7 16,354.1
Change (%) 5.5 5.3 4.8 4.3 4.2 4.3 4.5
Interest rates (% pa)

- Repurchase rate, 1 day (closing rate daily average) 1.50 1.50 1.50 1.50 1.50 1.50 1.50
- Overnight interbank rate (mid-point daily average) 1.40 1.40 1.40 1.40 1.40 1.40 1.40
- Fixed deposit rate (1 year) 1.40 1.40 1.40 1.40 1.38 1.38 1.38
- Prime rate (MLR) 6.51 6.51 6.51 6.51 6.26 6.26 6.26
Exchange rate (Bt/US$) 36.00 35.71 35.63 35.17 34.92 35.70 35.13

Source: Bank of Thailand
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Ex 2: Quarterly Economic Data

The real sector (y-y %)

Manufacturing Production Index, seasonally adjusted (level) na na 106.2 107.3 109.3 107.3 107.7
Manufacturing Production Index, non-seasonally adjusted (level) 107.4 107.7 104.9 106.6 106.1 1121 106.5
Manufacturing Production Index, non-seasonal adjustment (5.2) 0.3 (0.3) 0.9 0.3 (0.9) 15
Industrial capacity utilization (%) 65.1 65.8 63.6 65.3 64.6 68.8 64.4
Private consumption indicators

- Non-durable Index 0.8 35 34 3.1 3.8 3.2 3.0
- Semi-durables Index (0.2) 0.7 1.3 (0.1) 0.9 1.2 1.8
- Durables Index (19.3) (6.7) (11.3) (10.4) (2.0) (8.5) 4.3
- Service Index 2.9 6.8 7.5 7.9 4.4 7.8 7.3
Private investment indicators

- Car sales for investment purpose (30.6) (6.2) (19.1) (6.2) 10.6 (3.0) 10.7
- Imports of capital goods (at 2010 prices) (2.0) (0.8) (5.3) (0.3) 3.2 1.3 (3.4)
- Construction material sales Index (2.0) (2.4) (0.9) (3.2) (1.8) (0.6) 1.2)
Government cash balance (Bt bn) (311.9) (340.4) 140.8 47.3 (316.9) (223.8) 51.3
Consumer Price Index 1.89 (0.90) (1.12) (1.11) (0.86) (0.50) 0.30
- Food 3.94 1.14 0.41 1.23 1.15 1.01 2.44
- Non-food 0.83 (2.00) (1.94) (2.36) (1.96) (1.32) (0.89)
Core inflation (excluding raw food and energy) 1.59 1.05 0.96 0.92 0.85 0.67 0.78
External accounts (US$ m)

Exports 224,777 212,080 52,648 24,207 52,242 52,257 51,029
Change (%) (0.3) (5.6) (5.5) 4.7) (7.9) 1.4) (3.1)
Imports 200,194 177,515 44,790 44,607 42,616 38,956 413
Change (%) (8.5) (11.3) (10.2) (14.5) (13.2) (14.4) (7.8)
Trade balance 24,583 34,565 7,858 9,600 9,626 13,301 9,747
Current account balance 15,418 31,958 6,117 6,850 10,550 16,576 8,375
Capital account 100 0 0 0 0 0 0
Financial accounts (16,489)  (19,511) (1,787) (7,403) (8,307) (4,672) (1,465)
- Central bank (2,956) (1,405) (434) (653) 48 2,591 (111)
- Government 1,427 (1,673) (476) (551) (272) (687) 537
- Other depository corporations (ODC) (5,283) (12,812) (413) (6,991) (2,228) (802) 2,358
- Others (9,677) (3,621) (464) 793 (5,855) (5,774) (4,248)
Balance of payments (1,210) 5,859 3,326 (2,383) 931 13,773 3,917
Official reserves (US$ bn) 157.1 156.5 160.3 155.5 156.5 175.1 178.7
Monetary statistics — end of period (Bt bn)

Monetary base 1,666.8 1,710.1 1,549.9 1,603.1 1,710.1 1,727.3 1,639.8
Change (%) 5.4 2.6 2.8 11.3 2.6 8.0 5.8
Narrow money 1,682.5 1,778.1 1,619.8 1,618.5 1,778.1 1,748.6 1,742.1
Change (%) 1.3 5.7 2.2 35 5.7 5.1 75
Broad money 16,809.1 17,551.7 17,1016 17,0779 17,5517 17,8186 17,835.1
Change (%) 4.7 4.4 6.1 5.4 4.4 3.7 4.3
Other depository corporations credits 16,4019 17,269.4 16,776.4 16,803.8 17,2694 17,5940 17,576.3
Change (%) 4.0 5.3 6.3 6.1 5.3 4.6 48
Other depository corporations private credits 15,309.2 16,1544, 15,651.6 15,831.0 16,1544 16,139.3 16,354.1
Change (%) 4.2 5.5 5.3 5.7 5.5 43 45
Interest rates (% pa)

- Repurchase rate, 1 day (closing rate daily average) 2.00 1.50 1.50 1.50 1.50 1.50 1.50
- Overnight interbank rate (mid-point daily average) 1.90 1.40 1.40 1.40 1.40 1.40 1.40
- Fixed deposit rate (1 year) 1.73 1.40 1.50 1.46 1.40 1.40 1.38
- Prime rate (MLR) 6.75 6.51 6.51 6.51 6.51 6.51 6.26
Exchange rate (Bt/US$) 32.90 36.00 33.77 36.31 36.00 35.17 35.13

Source: Bank of Thailand
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General Disclaimers And Disclosures:

This report is prepared and issued by Thanachart Securities Public Company Limited (TNS) as a resource only for clients of TNS,
Thanachart Capital Public Company Limited (TCAP) and its group companies. Copyright © Thanachart Securities Public Company
Limited. All rights reserved. The report may not be reproduced in whole or in part or delivered to other persons without our written

consent.

This report is prepared by analysts who are employed by the research department of TNS. While the information is from sources
believed to be reliable, neither the information nor the forecasts shall be taken as a representation or warranty for which TNS or
TCAP or its group companies or any of their employees incur any responsibility. This report is provided to you for informational
purposes only and it is not, and is not to be construed as, an offer or an invitation to make an offer to sell or buy any securities.
Neither TNS, TCAP nor its group companies accept any liability whatsoever for any direct or consequential loss arising from any

use of this report or its contents.

The information and opinions contained herein have been compiled or arrived at from sources believed reliable. However, TNS,
TCAP and its group companies make no representation or warranty, express or implied, as to their accuracy or completeness.
Expressions of opinion herein are subject to change without notice. The use of any information, forecasts and opinions contained in

this report shall be at the sole discretion and risk of the user.

TNS, TCAP and its group companies perform and seek to perform business with companies covered in this report. TNS, TCAP, its
group companies, their employees and directors may have positions and financial interest in securities mentioned in this report.
TNS, TCAP or its group companies may from time to time perform investment banking or other services for, or solicit investment
banking or other business from, any entity mentioned in this report. Therefore, investors should be aware of conflict of interest that

may affect the objectivity of this report.
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Recommendation Structure:

Recommendations are based on absolute upside or downside, which is the difference between the target price and the current
market price. If the upside is 10% or more, the recommendation is BUY. If the downside is 10% or more, the recommendation is
SELL. For stocks where the upside or downside is less than 10%, the recommendation is HOLD. Unless otherwise specified, these
recommendations are set with a 12-month horizon. Thus, it is possible that future price volatility may cause a temporary mismatch

between upside/downside for a stock based on the market price and the formal recommendation.

For sectors, we look at two areas, ie, the sector outlook and the sector weighting. For the sector outlook, an arrow pointing up, or
the word “Positive”, is used when we see the industry trend improving. An arrow pointing down, or the word “Negative”, is used
when we see the industry trend deteriorating. A double-tipped horizontal arrow, or the word “Unchanged”, is used when the
industry trend does not look as if it will alter. The industry trend view is our top-down perspective on the industry rather than a
bottom-up interpretation from the stocks we cover. An “Overweight” sector weighting is used when we have BUYs on majority of

the stocks under our coverage by market cap. “Underweight” is used when we have SELLs on majority of the stocks we cover by

market cap. “Neutral” is used when there are relatively equal weightings of BUYs and SELLs.
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