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FDI tax benefits not yet finalized
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We remain bullish
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Key Forecasts
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Source: Thanachart estimates
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Ex 1: Double-digit Public Investment Growth ...

Ex 2: ... Should Continue With Busy Infrastructure Bids
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Sources: NESDB, Thanachart estimates

Source: Thanachart compilation

Note: Bidding process: 1) cabinet approval, 2) TOR published,
3) contractors submit bids and winners announced

Ex 3: Private Investment Recovery Has Been Slow...

Ex 4: ... And Uneven
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Ex 5: FDI Remains Slow
(y-y %) Private inv real 4QMA (LHS) ——FDI 4QMA (RHS) (y-y %)
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Source: Bank of Thailand
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Ex 6: Slowdown Found in Net FDI, Inbound FDI ... Ex 7: ... BOl Approvals And BOI Applications
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Source: Bank of Thailand
Note: *1Q16 annualized

Source: Bank of Thailand

Note:

*1Q16 annualized, We add the two-year moving average for BOI

applications to smooth out the 2015 surge in applications due to a
change in BOI policy from zone-based to sector-based benefits.

Ex 8: Recent Changes in FDI Tax Benefit Policy

Date proposed Policy changes

Jan-15 FDI tax benefit switch
from zone-based to
sector-based

Sep-15 Super cluster policy

Nov-15 10 target industries

Jun-16 Eastern Economic

Corridor (EEC)

Benefits
8-year CIT exemption in full + 5-year 50%
reduction

8-year CIT exemption in full + 5-year 50%
reduction

15-year CIT exemption in full + grant
(Note that the cabinet
the

has approved in

principle setting up of a BtlObn
competitiveness-enhancement fund for the 10
targeted industries and to draft a law to
provide 15 years of CIT exemption. The draft
is now under consideration by the Council of

State)

Note
This policy change led to a record high of Bt2.2trn in BOI
applications in 2014. However, so far we have not seen those
applications translate into FDI as 2015 FDI was at only Bt275bn and
1Q16 FDI amounted to only Bt2.4bn.
Super cluster industries are: 1) automotive, 2) electrical appliances
and electronics, 3) eco-friendly petrochemicals, 4) digital, 5) food
innopolis, 6) medical, 7) aviation, 8) automation and robotics. To be
eligible, applications must be made by end-2016 and production
started by end-2017 (extensions may be possible if deemed
appropriate).
Out of the 10 targeted industries, five are existing key industries
(First S-Curve, as dubbed by the committee), including next-
generation cars; smart electronics; affluent, medical and wellness
tourism; agriculture and biotechnology; and food. The other five
industries are new targeted industries (New S-Curve), including
robotics for industry; and

logistics and aviation; biofuels;

biochemical, digital and medical sectors.

The EEC project is to be implemented in an existing industrial
stronghold of the country, consisting of three eastern provinces,
Chon Buri, Rayong, and Chachoengsao, aiming to turn Thailand's
Eastern Seaboard into a leading economic zone in ASEAN. The
EEC is for all industries but now concentrates on petrochemical,
energy and automotive.

Sources: Thailand Board of Investment, Ministry of Finance, Thanachart estimates
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Ex 9: FDI Tax Benefit Policies Have Not Been Finalized
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Source: Thanachart estimates

Ex 10: Slow Corporate Loan Growth Likely To Continue
(y-y %)
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Ex 11: Consumption Recovery Bolsters Household Loans
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Ex 12: Bullish GDP Forecasts

% growth

Real GDP growth

2014

(%)

2015
(%)

0.8 2.8

Private consumption 0.6 2.1
Government consumption 2.1 2.2
Private investment (1.0) (2.0)
Government investment (7.3) 29.8
Exports (nominal US$ growth) 0.7 (3.4)
Imports (nominal US$ growth) (6.9) (0.6)
Current account (% to GDP) 3.8 8.8
Headline CPI 1.9 (0.9)
Bt/US$1 - average 325 34.3
Policy rate 2.00 1.50

2016F 2017F 2018F 2019F ZOZOFF
(%) (%) (%) (%) (%)
35 4.8 5.0 5.0 47
2.9 2.8 2.9 3.0 3.0
5.5 4.0 4.0 4.0 4.0
1.9 3.3 8.0 12.5 11.0
11.3 13.0 17.0 13.0 9.0
(0.5) 1.8 35 45 5.0
(2.1) 5.0 5.0 6.3 6.5
12.5 8.9 7.7 5.5 4.0
1.7 2.00 2.50 3.30 3.50
35.3 35.9 37.0 375 38.0
1.50 2.00 2.50 3.00 3.50

Sources: NESDB, Thanachart estimates
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