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Into a mid-cycle turnaround  
 

We believe Thailand is about to enter a mid-cycle cyclical turnaround in 
2023F when we see GDP growth reaching 4.0%, the current account 
turning positive, resilient consumption, and still-hefty excess liquidity. 
We see these trends lasting into 2024F with the same 4.0% GDP growth.  

GDP growth set to reach 4% in 2023-24F  
We fine-tune the key component drivers of our GDP growth forecasts 
and maintain our view that Thailand is entering a mid-cycle cyclical 
turnaround with 4.0% p.a. GDP growth in 2023-24F after its first-year 
turnaround of 3.2% in 2022F. Key drivers are a tourism turnaround 
(export of services), falling freight costs (import of services), off-peak 
energy prices (falling imports to be offset by weaker exports from the 
global slowdown), and growing consumption (the tourism multiplier 
effect and an election boost). We expect the areas of GDP weakness to 
be the export of goods and public investments. See Exhibit 1 for details. 

Stability with a catch  
We still view Thailand as being a safe-haven emerging economy. When 
its tourism industry recovers more next year, we expect déjà vu trends 
of a current account surplus, a strengthening baht, and a mild degree of 
interest rate normalization. These trends sound positive at first glance 
but they are actually, in our view, the products of a structural growth 
trap from weak public and private investments. Although we still don’t 
foresee an outlook for a sustainable new investment cycle, we 
anticipate short-term hopes for an improving outlook for private 
investment from a weaker base of the baht, benefits from geopolitical 
investment diversification, and pent-up demand post-COVID.  

Mild rate normalization trend 
We now expect year-end Thai policy rates of 1.00/1.75/2.00% in 2022-
24F, vs. 1.25% in 2019. Our previous forecasts were 1.00/2.00% in 
2022-23F. Given the limited risk of capital outflows as a result of the 
interest rate differential between the Fed funds rate, still hefty domestic 
excess liquidity, and no economic bubble, we believe the Bank of 
Thailand (BOT) will endeavor to normalize the policy rate to follow 
economic momentum more than to catch up with the US rate trend. The 
BOT also sees inflation as more cost-push than demand-pull and 
forecasts it to peak this year and soften next year.  

Risk factors 
We factor in the global slowdown impact via our weak export growth 
assumptions of -1.5/1.1% (previously 4.0/3.0%) in 2023-24F with the 
contraction from advanced economies (40% of exports) being offset to 
a certain degree by growth from emerging markets (60%). Another 
cushion against the global slowdown is the softening of energy prices 
and therefore Thai import bills. Our Brent forecasts of USD101/85/80 in 
2022-24F are still at an elevated level but off-peak from this year. 
Another risk to our GDP growth forecasts is if China doesn’t relax its 
zero-COVID policy until the end of 2023 since this would negatively 
impact our 4Q23F high-season tourism growth estimate.  
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Mid-cycle Cyclical Turnaround  

(% growth)  21A 22F 23F 24F 

GDP growth 1.5 3.2 4.0 4.0 

Consumption 0.3 5.9 3.1 3.1 

Private inv. 3.3 5.2 5.2 4.6 

Govt inv. 3.8 (4.6) 1.0 1.6 

Export - US$  19.2 7.8 (1.5) 1.1 

Import - US$ 23.9 19.5 (0.6) 2.2 

Current acc./GDP (2.2) (3.0) 0.9 3.3 

Bt/US$ - avg 32.0 35.2 34.3 33.0 
 

Sources: Bank of Thailand, NESDC,  

               Thanachart estimates 

 

Large Room For Tourism Multiplier 
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Current Account Turning A Surplus  
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Into a mid-cycle turnaround 

We expect Thailand to soon enter a mid-cycle economic turnaround in 2023F and we estimate 
GDP growth of 4.0% vs. its first-year post-COVID turnaround level of 3.2% in 2022F. We 
foresee the turnaround continuing into 2024F with the same 4.0% GDP growth.  

Key drivers are tourism turnaround (export of services), falling freight costs from this year’s 
peak (import of services), softer energy prices from this year’s peak (import of goods), and 
growing consumption from the multiplier effect of the tourism turnaround and extra spending 
because of the general election. We expect areas of weakness to be export of goods which 
will likely experience an impact from the global slowdown and weak public investment.  

 

Ex 1: Our GDP Growth Forecasts  

% growth 2019 2020 2021 —— 2022F —— —— 2023F —— —— 2024F —— 

        New Old New Old New Old 

  (%) (%) (%) (%) (%) (%) (%) (%) (%) 

Real GDP growth 2.2 (6.2) 1.5 3.2 3.2 4.0 4.0 4.0 4.1 

Private consumption 4.0 (1.0) 0.3 5.9 4.3 3.1 2.5 3.1 3.1 

Private investment 2.6 (8.2) 3.3 5.2 3.1 5.2 3.0 4.6 5.0 

Government investment 0.1 5.1 3.8 (4.6) (3.5) 1.0 2.0 1.6 3.0 

Export (nominal USD growth) (3.3) (6.5) 19.2 7.8 11.0 (1.5) 4.0 1.1 3.0 

Import (nominal USD growth) (5.6) (13.8) 23.9 19.5 17.1 (0.6) 6.2 2.2 5.0 

Export of services (nominal baht growth) 0.6 (61.7) (18.7) 75.4 41.2 39.9 28.7 19.9 41.0 

Import of services (nominal baht growth) (0.5) (19.9) 48.7 5.0 5.0 (1.6) (1.7) 3.0 3.0 

Current account (% to GDP) 7.0 4.2 (2.2) (3.0) (1.5) 0.9 1.4 3.3 3.9 

Headline CPI 0.7 (0.8) 1.2 6.0 6.5 3.6 4.0 2.5 n.a. 

Bt/USD - average 31.0 31.2 32.0 35.2 34.8 34.3 34.1 33.0 32.1 

Policy rate 1.25 0.50 0.50 1.00 1.00 1.75 2.00 2.00 n.a. 
 

Sources: Bank of Thailand, NESDC, Bloomberg, Thanachart estimates 

 

The drivers 

Tourism turnaround: This is the biggest driver of GDP growth in 2023F, in our view. We 
estimate tourist arrivals of 9/26/39m people in 2022-24F vs. 39m in 2019. Actually, the number 
of arrivals in September 2022 was already at 45% of the September 2019 level without many 
mainland Chinese tourists returning. In the GDP number, tourism income is a part of export of 
services, whose value in 2Q22 recovered to 55% of the 2Q19 level. 
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Ex 2: Strong Tourist Arrivals Momentum  Ex 3: Tourism Is A Key GDP Growth Driver 
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Source: Tourism Authority of Thailand  Sources: Tourism Authority of Thailand; Thanachart estimates 

 
 

Ex 4: Powerful Upside If Chinese Tourists Comes Back  Ex 5: Export Of Services Now Half Of Pre-COVID Level 
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Source: Tourism Authority of Thailand  Source: Bank of Thailand 

 

Falling freight costs: Thailand’s freight payments jumped by 2.5x in 1H22 from the pre-
COVID level and this pushed up the import of services bill. This is actually not a small item in 
GDP and net freight payments accounted for 6.4% of GDP in 1H22 vs. only 2.5% in 1H19. 
Now that freight rates have come down significantly from peak levels, freight payments and 
the import of services bill have started to fall. However, we are still conservative in not 
forecasting a large drop in the imports of services, expecting freight rates to receive some 
support from China’s economic turnaround next year after many lockdowns this year and the 
2023 IMO impact. But if freight rates continue to remain weak at the current levels into next 
year, our GDP growth estimate would have some potential upside.  
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Ex 6: Net Freight Payments   Ex 7: Freight Rates Have Come Down 
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Fuel import bill to fall: Fuel imports have jumped by 92% y-y in 9M22 but we expect them to 
fall next year after energy prices subside from their high base. September fuel imports were 
already 11% off their peak in March this year. Although we do not expect energy prices to 
come back down to pre-Russian-Ukraine conflict levels, we expect the global slowdown to 
bring down the import bill in 2023F.  

 

Ex 8: Gross Fuel Imports Have Room To Fall   Ex 9: Net Fuel Imports To GDP Has Room To Fall  
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Source: Bank of Thailand  Sources: Bank of Thailand, NESDC, Thanachart estimates 

 

Resilient consumption: Consumption has been relatively flat during the COVID period in 
2020-21 with government stimulus spending offsetting the collapsing tourism income. The 
turnaround this year has been strong and we expect 5.9% growth in 2022F driven by higher 
farm prices and income, domestic economic activities resuming post-lockdown, and spillled-
over stimulus spending. With a fuller turnaround of the tourism industry, the full-year impact of 
a higher base of farm income, and extra spending during the upcoming election, we expect 
consumption growth to be able to grow from the high base to 3.1% in 2023F. 
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Ex 10: Resilient Consumption  Ex 11: High Farm Income Growth A Good Base For 2023F 
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Sources: NESDC; Thanachart estimates  Source: Office of Agricultural Economics 

 
 

Ex 12: Still Very Strong Farm Income Growth Momentum  Ex 13: Tourism To Have A Large Multiplier Effect 
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Source: Office of Agricultural Economics  Source: Tourism Authority of Thailand 

 

The drags 

Global slowdown to hit exports: We estimate goods exports in USD terms to fall by 1.5% in 
2023F from 7.8% growth in 2022F given the outlook for a global slowdown. The breakdown of 
the key markets in 2022F is around 34% US/EU/Japan, 25% ASEAN, and 16% China. We 
expect the potential drop from advanced economies to be offset to a certain degree by the still-
growing ASEAN market and China opening up its economy more.   

 

 

 

 

 

 

 

 

 

 

Small drop in exports 
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Ex 14: Export Growth To Slow Down   Ex 15: China/ASEAN To Offset Weak US/EU  
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Weak public investment: Public investment has been weak during the COVID years as 
money has been spent more on cash-handout COVID-relief packages. The outlook next year 
isn’t good either, in our view, given that project biddings might be delayed during an election 
year. It will also likely take time before new projects can be initiated or identified based on the 
new government’s policies. We also note here that public investment provides a very small 
direct contribution to GDP growth of only 6.4%.  

This is the area of weakness over the long term, in our view. We see it as a structural problem 
of weak politics in Thailand where politicians don’t dare cut back on populism. In fact, many 
political parties have already come up with some election-campaign policies and they are 
highly populist. Populist policies are good for near-term consumption but reduce the country’s 
investments in the foundations for long-term growth. There was a major investment attempt by 
the coup government during 2016-19 to press ahead with phase 1’s Bt1.1trn of mega-project 
biddings. However, phase 2 never officially materialized and bids fell to Bt460bn in 2020-22.  

 

Ex 16: Public Investment To Remain Weak   Ex 17: Mega-project Bidding Value Falls 
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Stability with a catch  

We still believe Thailand is a safe-haven emerging economy and that the COVID crisis has 
only caused hiccups rather than permanently worsening the country’s financial position.  

From a big-picture perspective, Thailand has a low debt position of 60% compared to the 
much higher levels of other economies amid the post-COVID global standard, a low foreign 
bond holding ratio of 7%, a current account having turned back to a surplus following the 
recovery in the tourism industry, a trade surplus position despite a jump in fuel imports, 
substantial foreign reserves to GDP at within the world’s top-ten rankings at 42%, and still 
hefty excess liquidity at 14% of GDP. Although these figures already show Thailand’s strong 
financial position, the trend is also improving along with the country’s reopening. 

 

Ex 18: Public Debt To GDP   Ex 19: Foreign Bond Holdings  
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Ex 20: Trade Surplus Despite Jump In Fuel Imports  Ex 21: Current Account Is Turning To A Surplus 
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Source: Bank of Thailand  Source: Bank of Thailand 
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Ex 22: COVID And Strong USD Weakens Int’l Reserves   Ex 23: Still Hefty Excess Liquidity At 14% Of GDP 
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Weak baht looks set to reverse its trend 

The baht has weakened by 8.4% YTD against the US dollar because of the strong greenback 
as a result of sharp interest rate hikes vs. Thailand’s mild increases and Thailand’s current 
account deficit due to weak tourism income against a sharp jump in freight costs. Note that 
because of the lack of capital outflow concerns for Thailand due to its low foreign debt level, 
the Bank of Thailand doesn’t have the inclination to support the baht and it isn’t under strong 
pressure to hike the policy rate beyond just a mild normalization trend. Actually, a weak baht is 
a net positive for Thailand as exports, tourism, and investment competitiveness outweigh the 
impact of fuel imports and freight costs.  

That being said, we expect the Thai baht to reverse its weakening trend in 2023F. The first 
reason is that US dollar strength should reverse its trend after the interest rate hike cycle 
peaks in 1H23F. The second reason is that we expect Thailand’s current account to turn to a 
surplus with the turnaround in tourism, falling fuel prices and imports, and also lower freight 
expenses. 

 

Ex 24: Baht To Reverse Its Trend   Ex 25: Current Account Back Into Surplus  
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Ex 26: Policy Rate Gap 
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Mild rate normalization trend 

Given the limited risk of substantial capital outflows from Thailand due to the differential 
between US and Thai rates, the continued output gap from the tourism industry, and the 
regulator’s view of cost-push inflation peaking, we don’t expect the Thai policy rate to play 
catch-up with the Fed funds rate. We expect only a mild normalization of the year-end policy 
rate to 1.00/1.75/2.00% in 2022-24F vs. 1.75% at the start of 2019 and 1.25% at the end of 
2019. We expect the policy rate at the tourism industry’s full recovery point in 2024F to exceed 
2019’s level due to the higher inflation outlook base. Inflation saw a lost decade at an average 
of 1.1% in Thailand in 2010-19 but, given heightened geopolitical risks reducing globalization 
cost benefits, we expect inflation going forward to be above that over the past decade. 

 

Ex 27: Inflation Peaking   Ex 28: Inflation To Subside At A Higher Level  
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Source: Ministry of Commerce  Source: Ministry of Commerce; Bank of Thailand 

 

Another factor that has kept interest rates at low levels in Thailand is excess liquidity, as 
reflected in outstanding Bank of Thailand bonds (see Exhibit 23). Despite the figure falling 
from the pre-COVID peak of Bt3.7tr to Bt2.5tr or 14% of GDP in September 2022, there is still 
a very large amount of excess liquidity that will continue to be a factor resisting the rising 
interest rate trend in Thailand. The drop in excess liquidity from the peak level pre-COVID is 

We see no solid reasons for 

sharp rate hikes in Thailand 

Excess liquidity also still 

remains substantial at 14% 

of GDP 
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due to a mixture of the effect of the current account turning to a deficit and a part of it indirectly 
going to finance the government’s COVID-stimulus debt. Therefore, the increase in 
government debt didn’t put too much upward pressure on the interest rate levels in Thailand.    

There is also a chance that excess liquidity could increase again if the current account turns to 
a surplus quickly. Exhibit 29 below shows two mechanisms that caused the current account to 
turn to a deficit during the COVID period. The first was a drop in net travelling, or tourism 
income. The other was a result of a jump in net transport payments because of a surge in 
freight rates. As both factors are now reversing, ie, tourism income is rising and freight rates 
are coming back down, the current account is starting to turn to a surplus. Actually, the current 
account already turned to a small surplus in September this year, which was still very early in 
the tourism turnaround and not even the high season yet.  

 

Ex 29: Two Mechanisms To Reverse Current Account To A Surplus 
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Stability’s catch 

We believe Thailand’s strong financial position has come along with its weak investments and 
subpar GDP growth for an emerging economy. Its GDP averaged only 3.6% p.a. over the past 
decade from 2010-19. Combined public and private investment growth came to only 3.9% p.a. 
and investment accounted for 24.5% of GDP during the period. There was an attempt to spur 
mega-project spending with as much as Bt1tn (USD30bn based on the currency level at the 
time) in combined bidding during 2016-19, but there was a lack of continuity after that. Weak 
investment resulted in excess liquidity which the central bank sterilized over the years and it 
stood at Bt2.5tn (14% GDP) in September of this year. In a nutshell, Thailand didn’t reinvest 
much of the money it earned from tourism and exports to generate economic growth.  
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Ex 30: Cyclical Upturn In A Structural Growth Trap   Ex 31: Low Investment A Key Growth Trap Factor 
11
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Sources: NESDC; Thanachart estimates  Source: NESDC 

 

Looking ahead, we still do not envisage an investment boom. The government’s Eastern 
Economic Corridor (EEC) scheme has only been active in maintaining organic investment 
growth rather than creating a boom cycle. Nearer term, however, we should see more 
investment from pent-up demand after weak investment during the COVID years. The very 
weak baht now compared to the pre-COVID level should also help support demand for FDI. 
However, this room of opportunity in our view, unfortunately, won’t last too long as we expect 
the baht to reverse its trend and in the next few years head back toward Bt30/USD again.  

As for public investment, it has been soft since the end of the first phase of mega-project 
bidding in 2019. There hasn’t been an announcement regarding the timing of the second 
phase and the bidding value has been on the decline since. Looking forward, as the current 
government’s term is scheduled to end in March 2023 and next year is also an election year, 
we do not expect a strong push for major biddings. Therefore, public investment will likely 
remain weak over the next two years at least.  

 

Ex 32: No Government Investment Boom   Ex 33: No Private Investment Boom 
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Sources: NESDC; Thanachart estimates  Sources: NESDC; Thanachart estimates 
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Risk factors 

We see key the risk factors for Thailand being more related to global factors. These include a 
global slowdown or even recessions in some economies, elevated energy prices, and China 
not relaxing its zero-COVID policy.  

As for the global slowdown, as discussed in an earlier section of this report, we already factor 
this in with our weak export growth assumptions of -1.5/+1.1% in 2023-24F. However, we still 
expect the contraction in exports to advanced economies (40% of total exports) to be offset to 
a certain degree by growth from emerging markets (60%). Key emerging markets for Thai 
exports are ASEAN and China, which combined account for 41% of total exports. 

As for energy prices, which are reflected directly in import bills, we already assume that Brent 
oil prices remain elevated, though below the peak level seen this year because of the global 
slowdown’s impact next year. Our assumptions are USD101/85/80 per barrel in 2022-24F. We 
also assume that the prices of other energy import products, including gas, will remain high. 
This is reflected in our import growth estimates that fall by less than export growth in 2023F 
and rise by more than export growth in 2024F. While our export growth projections stand at 
7.8/-1.5/1.1%, our import growth projections are at 19.5/-0.6/2.2% in 2022-24F. Note that net 
energy imports accounted for 7.9% in 9M22.  

As for China risks, these can be seen in both exports (China accounted for 16% of total 
exports in 9M22) and tourism income, where we estimate a strong recovery in tourist arrivals 
to 26m people in 2023F (vs. 40m in 2019). We assume China’s economy will recover from this 
year onward as a result of fewer lockdowns as COVID outbreaks ease. We also assume that 
China will start relaxing its zero-COVID policy in 2H23F, in time for the 4Q23 high travelling 
season. Note that there were 11m (or 27% of 40m) arrivals of mainland Chinese people to 
Thailand in 2019. Assuming 75% or 22m non-Chinese tourists return to Thailand in 2023F, our 
assumption of 26m tourists would require 4m Chinese to come back next year.  

 

 
 
 
 
 
 

 

Global slowdown 

Elevated energy prices 

China’s economic growth 
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