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The Thai econo
1. The Thai economy in 2010 ® The Thai economy was expected to grow about 8 per cent
(previous forecast’s upper bound) despite negative shocks - notably
2. Projection for 2011-2012 the political and climate factors - throughout the year.
3. Challenges facing monetary policy ® Exports registered strong growth thanks to exporters’ aptitude in

coping with uncertainty surrounding exchange rates and capital

flows.

®  Price pressure started to rise persistently in 2010 H2 and could

undermine macroeconomic stability and growth going forward.




2. Projection for 2011-2012

Growth and inflation outlook for

® AWl GDP components contribute to growth in 2011 and 2012 - projected
to be 3.0-5.0 per cent which is a normal pace of expansion - thanks to

continued momentum from 2010 and robust economic fundamentals.
® Risks to growth do not change significantly from those in 2010.

®  Additional risks to inflation emerge.
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Private investment will continue to ride on

which began in 2009 H2, due to pent-u
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Exports will benefit from firming

GDP Forecasts
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Inflation will face both demand a

further driven up by exp:

Pressure to inflation will rise persistently going forward:

B Cost-push factors

— Commodity prices, wages, and material costs will continue to upswing. -

— Businesses cannot bear rising production costs any further, thus a greater pass-through of

cost burdens to retail prices.
® Demand-pull factors
— Demand pressure starts to rise in line with the continued growth momentum.
® Government’s policies conducive to spending ]

B Private sector’s inflation expectations

Businesses have been anticipating higher costs going forward, driven by the factors above as

well as other policies such as the adjustment of minimum wages and government salaries.

— As a result, businesses might raise prices swiftly and substantially when an opportunity arises.
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® Commodity prices will surge over the

period ahead.
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up sharply, as happening in 2008.

Demand pressure starts building

with the output gap
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Headline Inflation Fore Forecast Summary

Headline Inflation Forecast
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Detailed Summary of Fore

(%YoY) 2010° 2011F 2012°
GDP Growth 8.0 ‘ 3.0-50 3.0-5.0
- Private Consumption 4.8 ‘ 3.0-50 25-45
- Private Investment 14.8 8.0 - 10.0 10.0 - 12.0
- Public Consumption 6.7 40-60 35-55 L RN AR RS SRR RN EAEEEEEEEEEEEEEEAEEESSEEEEESEEEESEEEESSEEEEEEEEES
- Public Investment -0.8 2.0-4.0 35-55 3‘ Chauenges faCing monetary pOllcy
- Exports of Goods and Services 138 60-90 8.0-11.0
- Imports of Goods and Services 20.3 8.0 - 11.0 10.0 - 13.0
- Value of Exports (F.0.B.) 28.5 11.0 - 14.0 11.0 - 14.0
- Value of Imports (C.LF.) 36.8 15.0 - 18.0 13.0 - 16.0
- Trade Balance (Billion USD) 14.0 8.0-11.0 45-75
- Current Account (Billion USD) 14.8 10.0 - 13.0 6.5-9.5

Note: E = Expected




Challenges facing mone

In the presence of surging oil and commodity prices and rising global
inflation going forward, the BOT must strive to establish public

confidence in its commitment to keep inflation at reasonable level.

http://www.bot.or.th/Thai/MonetaryPolicy/Inflation




