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Economic forecast: The Thai economy is projected to expand at a lower rate than the previous assessment in the June
Monetary Policy Report. However, the economy was assessed to have bottomed out in the third quarter of 2021 and

would continue to recover in the period ahead.

Real GDP

Jun 21 Sep 21 Jun 21 Sep 21

GDP growth -6.1 1.8 (0.7) 0.7 3.9 (3.7) 3.9

Domestic demand -1.6 4.1 1.9 3.2 4.7

Private consumption -1.0 2.5 0.0 3.4 5.7

Private investment -8.4 7.0 4.2 6.0 6.7

Government consumption 0.8 4.1 3.3 -1.0 -0.5

Public investment 5.7 9.5 8.0 5.7 6.4

Exports of goods and services -19.4 8.8 8.7 7.8 6.1

Imports of goods and services -13.3 15.0 15.3 5.5 4.8

Current account (billion, U.S. dollars)  20.3 -1.5 -15.3 12.0 1.0

Value of merchandise exports -6.5 17.1 16.5 4.9 3.7

2018 2019 2020 2021 2022 2023 Value of merchandise imports -13.8 22.7 23.8 6.6 4.8
—— Monetary Policy Report Sep-21 Number of foreign tourists 6.7 0.7 (0.2) 0.2 10.0 (6.0) 6.0

=== Monetary Policy Meeting Aug-21 (million person)

Monetary Policy Report Jun-21 Note: * Outturn
(1) Projection as of Monetary Policy Meeting August 2021
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Factors affecting Thailand’s economic forecast for 2021

Downside

Covid-19

The spread of

Delta variant

More severe outbreaks,
both domestic and
abroad, as well as a

delay in the re-opening The impacts of

of China led to a supply disruption

downward revision of

foreign tourist figures.

Source: Bank of Thailand (BOT)

Upside

Q2 outturn was
better than

expected

Stimulus
Package

Q2 Outturn :

- lr |
i II Additional

government

measures
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Inflation forecast: Headline inflation is projected to decline in 2021 and stay close to the lower bound of the target
range at 1.0 percent. The downward revision is mainly due to the oversupply of fresh food. However, the forecast for
headline inflation in 2022 is revised up to 1.4 percent as the oversupply problem is expected to subside and also due

to the lower base effect. Headline inflation would be mainly affected by the higher-than-

expected impact of government measures and supply-side factors.
Inflation projection

° Core inflation would be largely unchanged from the previous

% YoY 2020* 2021 2022 projection and stay low in tandem with weakened recovery.
Headline inflation -0.8 1.0 (1.2) 1.4 (1.2)
_ ‘ ° The energy and fuel inflation would rise slightly in the short run owing
- Core inflation 0.3 0.2(0.2) 0.3(0.3) to rising global crude oil prices, although this would be partially offset by
- Energy inflation -11.6  10.4 (10.1) 4.2 (4.2) the impacts of an extension of the government’s electricity bill subsidy
_ Fresh food inflation 17 15 (-0.5) 3.1 (2.5) mea'sure. However, crude oil prices would decline to the level that was
previously expected. Thus, the forecast for 2022 was largely unchanged.
Note: * Outturn ° Fresh food inflation would decline in 2021 in line with the lower-than-

expected vegetable and fruit prices , as well as the lower rice prices from
(1) Previous projection in Monetary Policy Report Jun 2021 ) ) o )
domestic oversupply. These were due to high shipping costs, which caused
Source:  Ministry of Commerce, estimated by BOT difficulties to drain the excess stock and favorable weather conditions
which result in increasing agricultural outputs. Such problems were
expected to gradually subside in 2022, thus causing an increase in fresh

food inflation from the lower base effect.
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The COVID-19 outbreak in Thailand became more severe and widespread since the beginning of the third quarter of

2021. Nevertheless, the improvement in the COVID-19 situation and progress on vaccination allowed the government to

gradually relax containment measures since September 1, 2021. This would help restore private sector confidence and

boost private consumption for the rest of 2021 and 2022.

Number of new cases Vaccination rate

% of population

cases
25,000 50
43.8
20,000 40
== second dose
15,000 30 e first dose
22.8
2
10,000 0
10
5,000
0 0
Mar 21 May 21 Jul 21 Sep 21
Mar 21 May 21 Jul 21 Sep 21

Source: Department of Disease Control
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Facebook Mobility and Private Consumption Index (PCl)

Facebook Mobility (% compared to Feb 20)
15%

0%

Facebook Mobility

B PCI (RHS)

-45%

Mar-20 Jun-20 Sep-20 Dec-20 Mar-21 Jun-21 Sep-21

Source: calculations by BOT
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The labor market would be more fragile owing to several waves of the outbreak.

Unemployed workers under the Social Security System
% of insured persons, seasonally adjusted (SA)
4.5
4.0 .
35 4 x
3.0 .

2.5 " =

20 total workers who have requested
' d for unemployment benefits

15 e e o ol et e P g
1.0

05 e M

new workers who requested for
unemployment benefits
0.0

Jan 19 Jul 19 Jan 20 Jul 20 Jan 21 Jul 21

Source: Social Security Office, calculated by BOT

Labor market indicators

Million persons Hundred thousand persons
=@=underemployment (SA)
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Note: Long-term unemployment refers to unemployment for at least 1 year
Source: The Labor Force Survey by the National Statistical Office of Thailand and
True Corporation, calculated by BOT
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Thai economic recovery outlook is subject to high uncertainties. Some major factors included 1) implementation

and relaxation of domestic containment measures, 2) continuity of government stimulus, and 3) external factors

Thai economy: GDP, income, employment

Implementation and relaxation

A 4

of domestic containment measures . .
Private consumption

L
Continuity of sovernment stimulus mi1: Merchandise exports
yors -— .

vV V

\ 4

A 4

[
ﬂ‘ Exports of services
External factors /

-~
\" d Travel restriction

° Supply disruption problems
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Looking forward, the number of new cases could rise following the relaxation of the containment measures.
However, progress on vaccination would help reduce the number of severe cases and risks of insufficient public
health capacity. This would in turn lessen the need for strict containment measures.

-ﬁ- Outlook of the outbreak and vaccination

New & severe cases (reference from the projection of CCSA as of Sep 21)

cases . e . 5 cases ;
35,000 - New Partial relaxation Partial relaxation : Full relaxation
(50%) (75%) [- (100%)
30,000 - = = = Severe (RHS) - 7,000
25,000 - - 6,000

20,000 - According to foreign experiences*, the ratio [~ 000

,\' of severe cases is found to drop when full L 4000

15,000 \ vaccination rate exceeds 40%

W S SR G SR R SN SR NN G SR SN SR NN SN SN G W — ——— e en e e o we e = — D G SER TER GER GER SR WED ER D GER GED SR ER NN WL D WS NN N Em - 3.m

\-‘
10,000 - Capacity of ICU beds (RHS)

-\\_---------------" 2,000

5,000 - - 1,000

Sep-Oct 2021 Nov-Dec 2021 2022

Note: * Relationship between the ratio of severe cases and vaccination rate is analyzed by applying a local linear regression model to data from 21 sample countries
Source: press conference by Center for COVID-19 Situation Administration (CCSA), estimated by BOT
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Government stimulus would play an important role in supporting the economy going forward. However, the spending

ratio of each measure warrants monitoring.

Example of government measures in the second half of 2021

Budget Time spending ratio’

(bn baht) period (as of 17 Sep)

P
— Effectiveness of government measures
[ |

The More You Spend, the More You Get scheme 4 2.3%
Half-Half co-payment schere (phase 3) a4 35.4% The government announced additional measures to stimulate
_ _ Second :
Extra allowance for state welfare card holders half of tourism in the fourth quarter of 2021. Such measures include
16.4 47.9% . .
(phase 3) 2021 ° We Travel Together campaign (phase 3) and Travel around Thailand
campaign. However, government stimulus is subject to some
Additional allowance for vulnerable group 3 18.2% . . .
downside risks because of the following reasons.
Measure to remedy workers and entrepreneurs Aug-Sep ®  Spending ratio of the previous measures, particularly
. 77.8 54.8%
in the urgent phase 2021 ° the More You Spend, the More You Get scheme, were low
We Travel Together campaign (phase 3) 6 Fourth - ° Potentially prolonged outbreak could reduce the
Travel around Thailand campaign 5 quarter of ) effectiveness of the additional tourism-boosting measures
2021
total 211.0

Note: ! Spending ratio = accumulated spending (both public and private) / target for each project

Source: Ministry of Finance, compiled by BOT
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The projection of foreign tourist arrivals is significantly revised downward due to the COVID-19 outbreak resulting in
a delay in country’s re-opening, lower confidence among foreign tourists, as well as a delayed re-opening for

commercial flights.

Million persons

5.0
4.5
4.0
3.5
3.0
2.5
2.0
1.5
1.0
0.5
0.0

MPR MPR MPR MPR MPR MPR MPR MPR MPR MPR MPR MPR MPR MPR MPR MPR

Forecast of foreign tourist arrivals

Forecast period

Jun Sep Jun Sep Jun Sep Jun Sep Jun Sep Jun Sep Jun Sep Jun
Q1-21 Q2-21 Q3-21 Q4-21 Q1-22 Q2-22 Q3-22 Q4-22
2021 2022
Million persons
Jun 21 Sep 21 Jun 21 Sep 21
Foreign tourists 0.7 0.15 10.0 6.0

Source: Ministry of Tourism and Sports, estimated by BOT

The projected number of foreign touristsis is revised down from the
following factors.
A delay in the re-opening of the country to foreign tourists due to
y (1) more severe COVID-19 outbreak in Thailand and abroad, (2) delayed
vaccination, and (3) difficulty of achieving herd immunity in practice.
f’ tourism sentiment would deteriorate given uncertainties of the
. outbreak.
The airlines would not be able to resume normal commercial
flight services by 2022.

11
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Merchandise exports would be lower than the previous assessment due to global supply disruption. Meanwhile,
domestic supply disruption would only have temporary effects.

The merchandise export projection was revised down given the slightly

F f handi i
SIS @ ARl E2 oS (elltelng geue) more severe and prolonged global supply disruption than expected.

Export index, seasonally adjusted (2012 = 100) = Container shortage could be prolonged until the second quarter of
130 Forecast period 2022 as a result of the COVID-19 outbreak in many countries, particularly
125 Jun-21 MPC Sep-21 MPC China, which led to a huge pileup of containers at ports and the closure of
120 Ningbo-Zhoushan Port.

115 i semiconductor shortage could possibly last until mid-2022 due to

110 ' the outbreak in some countries including Malaysia which would impact the

105 manufacturing of electronic products and automobiles.

100 The domestic outbreak also temporarily affected Thai manufacturing sector.
9> ol Factory shutdown in accordance with the COVID-19 control measures
20 somewhat affected the manufacturing industry. However, the situation
8 is likely to improve owing to the adoption of bubble and seal measures
80

and proactive COVID-19 testing.

Q1-18
Q3-18
Q1-19
Q3-19
Q1-20
Q3-20
Q1-21
Q3-21
Q1-22
Q3-22
Q1-23
Q3-23

Migrant labor shortage had some impacts on the manufacturing sector
such as food processing factories. The impacts would be limited because

employers have instead hired Thai labors and increased working hours.

12
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Current account projection was revised down in 2021 and 2022 owing to rising freight expenses as well as smaller
surpluses in trade balance and travel balance.

Summary of changes in current account forecast Container shipping cost

$ per 40ft container

Current account (billion, US dollar) 2021 2022 12000 -
Jun-21 MPC
10,000 -
Net services, income, and transfers -10.2 -8.3
8,000
o/w Freight balance -8.9 -9.2
6,000 -
o/w Travel balance -0.7 -5.8
4,000
Trade balance -3.6 2.7
2,000 -
Total change -13.7 -11.0 N~ ~
0 -
Sep-21 MPC -15.3 1.0 Jan 19 Jul 19 Jan 20 Jul 20 Jan 21 Jul 21
Source: CEIC

13
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Risks to the growth outlook are more balanced. Progress on vaccination would lessen the need to reimpose strict
containment measures. Risks to the inflation forecast tilted to the downside .

%YoY
16 GDP 16 Key issues that warrant monitoring
12 [ 12 ®  Qutbreak situation and virus mutations
8 - 8
® Containment measures and the re-opening plan
4 4
RN \ to admit foreign tourists
0 0
. . ®* Household and business confidence after the
5 | | . relaxation of containment measures
12 | - ®  Continuity of government stimulus
16 ‘ N S N - 16 ®  Supply disruption problems
2019 2020 2021 2022 2023
%YoY %YoY
6 6 3 T 3
Headline Inflation Core Inflation
4 o a 2 ¢
Headline inflation target 1.0 - 3.0%
1 1
2 2
0 0
0 0
-1 -1
-2 -2
=D -2
-4 -4 34— . . . . |
2019 2020 2021 2022 2023 2019 2020 2021 2022 2023
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The implementation of public health measures to help facilitate economic and income recovery was the

most important issue for the Thai economy at present. Progress on vaccination would reduce the number of

o

sssuvoUssonilue
ANE OF TH AN

e

severe cases and the need for strict containment measures. Furthermore, the limited monetary and fiscal policy space

would be preserved to maintain financial stability when faced with potential downside risks.

Vaccination timeline*

% of total population**

120

100

80

60

40

20

{ 70% MPC Sep

May 21
Jun 21
Jul 21
Aug 21
Sep 21
Oct 21
Nov 21
Dec 21
Jan 22
Feb 22
Mar 22
Apr 22
May 22
Jun 22

Note: *According to the CCSA
**Total population (including latent population) estimated at 72,081,042 persons

Source: Department of Disease Control, estimated by the Bank of Thailand

Assumptions*

Supply of vaccine

MPC Aug 2021 80 million doses

70 million doses

MPC Sep 2021 140 million doses

110 million doses

Note: * According to the CCSA

16
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Fiscal policy should provide relief and support economic recovery, as well as prepare measures to rehabilitate and
raise long-term potential growth. The public debt-to-GDP ratio would increase. Nevertheless, this will not significantly
pose significant risks to fiscal sustainability if the budget is to be spent efficiently to raise potential growth.

As such, the public debt-to-GDP ratio would eventually decline in the long run.

Public debt-to-GDP ratio
% of GDP
80

0 4 Public debt ceiling < 70% of GDP"

60 - 57.0
49.4

41.8 41.8 42.0 41.0

a0 -

30 \ \
FY 2016 2017 2018 2019 2020 August 2021
Source: Ministry of Finance

Note: The new Emergency decree authorizing 500 billion baht of government borrowing was taken into account in the calculations
1/ As determined by the State Monetary and Fiscal Policy Committee in accordance with the Fiscal Discipline Act as of Sep 2021

17
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Monetary policy contributes to accommmodative financial conditions. The overall private sector financing costs
through bank loans and the bond markets remained low.

Commercial bank reference lending rates Corporate credit spread: < 3 years maturity

1/ Basis points
%YoY
MLR 400 23 Sep 2021
2/
3 e e» = Policy rate 300 342.7
6
200
a
[ ]
| 'I Sa_ 100
0 - a 55.3
(@] (@] (@] (@] (@] (@] o (@} (@} o o o O o o o AN AN AN AN AN AN (9] N N N N
N N N N N N N N N N N N N N N N o (@] o o (@] (@) o (@] o (@) (@)
c c ¢ ¢ ¢ ¢ c c c c c c c c c c N N N N N N N N N N N
fF £ ®T T 8T &8 B & &/ 8 &8 & 8% 8B 8 8 s S ) = & 3 S S 3 = &
8 = = - & =z - = = - &
Source: Bank of Thailand — )\ — )\ — c— 00
Note: “Monthly average MLR of 14 commercial banks (data as of 23 Sep 2021)
“New Loan Rate (NLR) (data as of Jul 2021) Source: ThaiBMA (data as of 23 Sep 2021) )
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The baht depreciated and exhibited more volatile movements in tandem with regional currencies due to
the gradual normalization of monetary policy in advanced economies (AEs).

USDTHB, NEER, and DXY

Index USDTHB
130 '('urrcnc_\' and index appreciation NEER 29
125 } " 30 Global financial markets volatility increased due to 1) The Federal Reserve
120 - USDTHB (RHS) 31 signaled plans to start tapering bond purchases and to raise the
115 32 federal funds rate going forward 2) regulatory scrutiny from the Chinese
) government targeting specific industries in China, and 3) the default risks of
110 33
the Evergrande Group.
105 REER 34
100 35 Looking ahead, the baht would remain highly volatile in tandem with
95 36 global financial markets given the gradual normalization of monetary policy
90 37 in AEs and the global recovery which became more diverged.
85 ‘ 38
§52355235523585335533
2017 2018 2019 2020

Source: Bank of Thailand, Bloomberg, and Reuters (data as of 8 Oct 2021)
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Despite some progress on financial measures, liquidity distribution and debt restructuring should be expedited
further for those who were affected

. Seeeens HE
- Retail m I":"' I Large businesses
1
Increase income via fiscal Bond Stabilization Fund (BSF)
$A SOft loan 0 a e
measures Provide liquidity backstop to support
. . . . os and stabilize funding in the
Temporary liquidity shortage  Increase working capital via SFls Special loan facility corporate bond mgarket

e Debt restructuring through additional assistance T) )

Limited impacts

E, Can repay debt Measures to help retail
4 borrowers — Phase 3

Solve O . '

existing . : . Loan repayment holiday Asset warehousing
Significant impacts Repayment extension

debt (If cash flow cannot be assessed) (if collateral is eligible)

Cannot repay debt

New guidelines to change interest rate on default

Financial

e Support FIs’ stability and adjust FIs regulations to accelerate debt restructuring 0

institutions in line with borrowers’ future cash flow and appropriate risk management
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The implementation of financial and credit measures helped to distribute liquidity to affected businesses and households.
However, additional policies should be expedited in a targeted and continuous manner, which included the special loan
facility, the asset warehousing scheme, and debt restructuring consistent with borrowers’ long-term debt serviceability.

Business funding

%YoY
20

10
emXme (Credit lines > 500 million baht*

== Credit lines < 500 million baht*5
Without soft loan and

special loan facility

e={J== Corporate bonds 0 r

*Credit lines with each =

commercial bank

Source: Bank of Thailand o

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2
2019 2020 2021
~ Loan approved Borrowers assisted
Special loan facilit o ‘
R 4 .2;- 106 billion baht ' ‘ 34,538 borrowers
S Assets transferred Borrowers assisted
Asset warehousin .
g 'e.._;;. 15 billion baht :“ 106 borrowers

Source: Bank of Thailand Note: Data as of 20 September 2021

21
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The Bank of Thailand revised the special loan facility to help enhance credit access for borrowers with high credit risks

&

New
borrowers

1. Expanded the credit lines

Not exceeding
20 million baht

(Total credit lines for all
financial institutions)

Not exceeding
50 million baht

(Total credit lines for all
financial institutions)

Existing
borrowers

30% of credit lines*

(not exceeding 150 million baht)

30% of credit lines*

(not exceeding 150 million baht)
Or not exceeding

50 million baht

If 30% of the credit lines do not exceed 50
million baht

Note: Effective from 1 Sep 2021 in accordance with the Bank of Thailand announcement (SorKorSor. 3/2564)

*The credit lines for each financial institutions as of 21 Dec 2019 or as of 28 Feb 21, whichever one is higher

**Borrowers with original credit lines < 50 million baht and received new credit lines < 15 million baht,

or new borrowers with credit lines < 15 million baht

***Borrowers with original credit lines > 50-500 million baht and received new credit lines > 15 million baht,

or new borrowers with credit lines > 15 million baht

2. Increased the guarantees for

borrowers with high credit risks

| S
Reduced the credit guarantee fee

for vulnerable borrowers**

A
Fixed the total guarantee fee by reducing

the repayment rate for the first two years

for other borrowers***

22
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The Monetary Policy Committee voted to maintain the policy rate and stand ready to use additional

appropriate monetary policy tools if deemed necessary
In the third quarter, the impact of the COVID-19 outbreak on the

Thai economy was more severe than expected. However, the
economy had bottomed out and would continue to recover due to
the earlier-than-expected relaxation of containment measures.
Thus, the most important issue for the Thai economy at present was
the implementation of public health measures that would facilitate

The MPC meeting No. 5 The MPC meeting No. 6
economic and income recovery.

(4 Aug 20) (29 Sep 20)

The committee voted to Despite some progress on financial measures, liquidity distribution

Th mmi
€co a2 unanimously to maintain . I and debt restructuring should be expedited for those who were

voted 4 to 2* to the policy rate at

maintain the policy O 5 O the policy rate.
rate at - percent - The public debt-to-GDP ratio would increase, but will not

significantly pose significant risks to fiscal sustainability if the budget

affected as it would be more effective than a further reduction in

*One director was absent from the meeting
is utilized effectively to raise the economic potential.

Stand ready to use additional monetary policy tools if necessary.

23
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Summary of forecast assumptions

Annual percentage change 2020* 2021 2022
Trading partners’ GDP growth (% YoY)¥ 3.4 5.6 (6.0) 4.3 (4.1)
Fed funds rate (% year end) 0.00 - 0.25 0.00 - 0.25 (0.00 - 0.25) 0.00 - 0.25 (0.00 - 0.25)
Regional currencies (excl. China) vis-a-vis the U.S. dollar (index)® 157.1 153.1 (152.9) 154.3 (153.1)
Dubai crude oil price (U.S. dollar per barrel) 42.2 66.4 (62.3) 65.5 (65.5)
Farm income (% YoY) 0.3 6.5 (6.9) 0.6 (0.6)
Government consumption at current price (billion baht)Y 2,780 2,927 (2,948) 2,973 (2,980)
Public investment at current price (billion baht)" 1,011 1,107 (1,120) 1,192 (1,199)
Notes: YAssumptions includes spending on infrastructure investment plans

\Neighted by each trading partner’s share in Thailand’s total exports
¥Increasing index represents depreciation, decreasing index represents appreciation
* Outturns

() Monetary Policy Report June 2021
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Assumption on trading partners’ growth

Annual change Weight
%6vo) %) 2020* 2021 2022

United States 20.4 -3.5 5.9 (6.6) 4.6 (4.5)
Euro area 9.2 -6.7 5.1(4.5) 4.1 (4.0)
Japan 13.9 -4.7 2.4 (2.5) 2.6 (2.6)
China 18.1 2.3 8.2 (8.4) 5.2 (5.2)
Asia (excluding Japan and China)** 30.6 -4.6 5.2 (6.0) 4.4 (4.0)
Total*** 100 -3.5 5.6 (6.0) 4.3 (4.1)
Note: *Outturn

**Weighted by 7 trading partners’ shares in Thailand’s exports in 2020, namely,
Singapore (5.8%), Hong Kong (6.9%), Malaysia (5.3%), Indonesia (4.7%),
South Korea (2.6%), and Philippines (3.1%)

**Weighted by 13 trading partners’ shares in Thailand’s exports in 2021
(including the United Kingdom and Australia)

() Monetary Policy Report June 2021
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