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Thailand’s Economic Conditions in 2017 

Summary of Global and Thai Economies in 2017 

The global economy in 2017 continued to expand well and more broad-based on the 
back of improvement in major industrial (G3) economies, mainly through consumption and 
stronger labor markets. Meanwhile, private investment started to show signs of more robust 
recovery. These overall improvements of G3 economies consequently supported the recovery 
of Asian economies through continued growth in merchandise exports, especially electronics. 
Correspondingly, Chinese economy expanded at the similar pace to the previous year 
supported by growth in merchandise exports and manufacturing sectors in line with the 
global economy. However, private investment growth slowed down as a result of the 
government’s economic structural reforms and financial stability measures, particularly in 
the real estate sector. 

 In the periods ahead, global economic growth would continue to grow following 
improving economic performance of the G3 economies as well as Asian economies 
(excluding China), while Chinese economy would slow down during the structural reforms. 
However, there remains risks that needed to be monitored including (1) the ability of the 
Chinese government to maintain the balance between economic growth and financial 
stability, particularly high corporate debt problem, (2) uncertainties surrounding the U.S. 
economic policies such as international trade and infrastructure policies, (3) impact of G3 
monetary policy normalization, and (4) geopolitical risks that could undermine recovery 
path of the global economy as well as increase volatility in the financial markets. 

The Thai economy in 2017 expanded at 3.9 percent from the last year mainly driven by 
growth in both merchandise and service exports. The merchandise exports improved across 
most product categories and destinations, especially the exports of electronics, auto parts, 
and agro-manufacturing products. This was contributed from (1) a recovery in external 
demand in line with an expansion of trading partners’ economies and global trade volumes, 
(2) a recent production capacity expansion and relocation of production base to Thailand of 
several industries. Moreover, higher crude oil prices also increased the value of petroleum-
related products. Correspondingly, exports of services expanded in accordance with 
increasing tourist numbers in almost all nationalities. Particularly, the Chinese tourists 
recovered rapidly and registered higher number than that seen prior to the implementation 
of measures to curb illegal tour operations. These were also made up of the better quality 
visitors with higher spending per head. Meanwhile, number of Asian and European tourists 
improved in line with their expanding economic conditions. 



 

 

 Public spending continued to drive the economy through public consumption despite 
a contraction in investment expenditures due to the delays in certain central government 
projects which were constrained by limited disbursement efficiency of some agencies, 
problems over site access, as well as heavy rain which affected construction. Private 
consumption gradually expanded mainly on the back of durable good spending, namely 
automobiles. This was supported by (1) an increase in purchasing power of high-income 
non-agricultural households, (2) favorable growth of agricultural households’ income in the 
first half of the year, and (3) an improvement in consumer confidence. Nevertheless, 



fundamental factors supporting overall private consumption were not yet robust as 
household debt remained high. In addition, non-agricultural household income was affected 
by decreasing hiring partly due to the structural transformations toward less labor intensive 
outputs, for instance, an adoption of automation in some industries. Moreover, income of 
some agricultural households were affected by declined agricultural prices due to the excess 
in agricultural supplies. Private investment gained a better momentum from last year. Still, 
the overall level remained low due to the remaining excess production capacity in some 
industries.  However, going forward, the government’s infrastructure investments and more 
certain developments of the Eastern Economic Corridor (EEC) projects, after the approval of 
the EEC bill by the National Legislative Assembly on 8 February 2018, would stimulate 
private investment. 

 

Economic and Financial Stability 

Headline and core inflation annually averaged at 0.66 and 0.56, respectively. Headline 
inflation increased from the previous year due mainly to the higher domestic retail 
petroleum prices, while fresh food prices slightly decreased owing to excessive agricultural 
outputs from a favorable weather conditions compared to last year. Core inflation remained 
low as improvement in domestic demand was not sufficiently strong. Unemployment rate 
remained low. However, the rate slightly increased in tandem with lower employment due 
to (1) skill mismatch in the labor market, (2) an adoption of automation in some industries, 
and (3) an increase in unemployed persons who never worked before, especially new 
graduates who had to take longer time to find jobs. Overall stability of the corporate sector 
stayed sound. Meanwhile, stability of small and medium enterprises and low-income 
households remained fragile as the positive spillovers of economic growth was not yet 
sufficiently broad-based. The stability of financial institutions continued to be sound thanks 
to high levels of loan loss provisions and capital buffers to cushion against risks stemming 
from credit quality deterioration. 



 

Current account registered a surplus as contributed from growth in the value of 
merchandise exports and tourisms receipts. The capital and financial accounts post a deficit 
mainly from (1) investments abroad by Thai corporates through both direct and portfolio 
investments, mostly from Foreign Investment Funds (FIF), and (2) trade credits provided by 
Thai exporters to their corresponding trading partners in line with the ongoing expansion 
of export value. However, foreign investors continued to be net purchasers of Thai securities, 
especially in debt securities, in line with regional flows of capital. In addition, there were 
foreign direct investment flows into Thailand constantly. Meanwhile, the Thai baht against 
the U.S. dollar appreciated compared to the end of the previous year, consistent with other 
regional currencies, due to external factors including (1) investors’ concerns about the 
direction of the U.S. economic policy, particularly the tax reform which showed no sign of 
clear progress until the end of 2017, and (2) continual improvement of developing countries’ 
economic conditions. Consequently, as of the end of 2017, the real effective exchange rate 
(REER) appreciated from the end of last year, in accordance with better economic 
fundamentals, and was moderate relative to other regional currencies. External stability 
remained strong due to a high level of foreign exchange reserves relative to short-term debt 
and a low level of external debt to GDP, which would provide cushion against volatilities 
in the global financial markets. 



 

 

Financial conditions remained accommodative and conducive to economic growth.  

Short-term money market rates remained close to the policy rate that was kept stable at 1.50 
percent per annum throughout the year.  Meanwhile, long- term government bond yields rose 
from the previous year due to ( 1)  the external factors, especially expectations on the U. S. 
economic and monetary policies, and ( 2)  an increase in bond supplies at the end of the year. 
The accommodative financial conditions allowed overall private credit outstanding to expand, 
particularly mortgage and auto loans. Corporate loan growth, on the other hand, slowed down 
due to debt repayments of large corporates. Although an expansion in merchandise exports had 
induced loans growth to SMEs in certain industries, the growth was concentrated mostly in 
working capital loans. 



Looking ahead in 2018, the Thai economy is expected to gain further traction with more 
balancing drivers of growth.  

The exports of merchandises and services are expected to grow constantly supported by 
robust improvements of trading partners’  economies.  Private spending improves continually 
and more inclusively. In addition, the stimulation from the public spending, which is expected 
to expand at a faster pace owing to the infrastructure investment projects, would further promote 
growth of private investment.  And the inflation would edge up gradually on the back of the 
improved growth outlook, increased cost following the higher oil prices together with the impact 
from an increase in excise tax at the end of 20171. 
  

                                                             
1 such as liquor, beer, sugar-sweetened beverages, and tobacco  
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