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Thailand’s economic and inflation outlook
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The Thai economy is expected to continue expanding in 2022 and 2023
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2022 2023
Growth (%YoY) 2021*

Mar 2022 Jun 2022 Mar 2022 Jun 2022

eal G07 1.5 3.2 3.3 4.4 4.2

— Monetary Policy Report Jun 2022 . ,....L........GDP rowth . : '

Forecast period | e i it i 2o 1
i : : : . 0 |
-==* Monetary Policy Report Mar 2022 |Domestic demand Lo 5830 2230 k

Private Consumption 0.3 4.3 4.9 4.1 3.6

Private Investment 3.3 a.7 5.4 4.8 4.5

Government Consumption 3.2 -0.7 -1.9 -1.7 -0.5

Government Investment 3.8 4.2 3.5 4.4 3.4

Exports of goods and services 10.4 6.3 7.1 8.5 8.2

Imports of goods and services 17.9 4.9 5.3 4.2 4.2

Current account (billion U.S. dollars) -10.6 -6.0 -8.0 10.0 5.0

Value of merchandise exports 18.8 7.0 7.9 1.5 2.1

Value of merchandise imports 234 116 13.8 2.0 3.5

2018 2019 2020 2021 2022 2023 2024 [
{Number of foreign tourists
0.4 5.6 6.0 19.0 19.0

I
i(million persons)

Note: *outturn
Sources: NESDB, BOT forecast 3/16
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Private Consumption Forecast

Trillion baht
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The recovery in domestic demand and tourism

are key growth drivers for the Thai economy in the period ahead

Forecast period

1.20 |
2018 2019

2020

2021

2022

2023

2024

2010-2019

2022

2023

Average %QoQ

0.8

0.7

1.2

Foreign Tourist Arrivals Forecast

Million persons

10 7 LI Monetary Policy Report Mar 2022 Forecast period
8 7 B Monetary Policy Report Jun 2022
6 —
q -
0 [ m 4 "
I I I I I I I
Q1—22* Q2-22 Q3-22 Q4-22 Q1-23 Q2-23 Q3-23 Q4-2023
2022 2023
Mar 2022 Jun 2022 Mar 2022 Jun 2022
Foreign tourist arrivals
5.6 6.0 19.0 19.0
(million persons)
% of 2019 figure 13.9% 15.2% 47.7% 47.7%

Note: *outturn as of Q1-2022

Sources: BOT forecast
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Number of tourists™ (daily average)

Thousand persons

——————————————————————————————————————————————————

40 A ! l
i 1 Jan - 20 May 2022 = 1,077,409 persons ! Forecast period
30 O
20 - /
__O__O
10
0 T T T T T T T T T T

Q2-22

19-25 Mar

26-31 Mar
1-10 Apr

11-13 Apr

14-20 Apr

21-25 Apr

26-28 Apr

“Data from weekly tourism situation report
Sources: Economics Tourism and Sports Division, Ministry of Tourism and Sports, BOT forecast 516

1-5 May

6-13 May

14-20 May

Q3-22

Q4-22

The recovery in foreign tourist arrivals is expected to continue in line

with tourism indicators and the plans to ease all travel restrictions for foreign tourists

International travellers’ search interest

in flights to and accommodation in Thailand

122 Score 100 = Maximum search in selected period
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60 11 May 2022
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1-May-20 1-Sep-20 1-Jan-21 1-May-21 1-Sep-21 1-May-22

Source: Google Travel Insights
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Labor Market Indicators

Million persons (s.a.)

Labor market conditions and non-farm income are expected

to see further improvements as economic activities pick up

Million persons (s.a.)

1.2 ~
1.0 I
Unemployed B
0.8
Underemployed =
RHS
0.6 (RHS)
2.6 |-
0.4 - 0.3
o/w unemployed with no prior work experienc =2 r
- $r$ﬁffp o
02 | T~ "~ |
o/w long-term unemployment _u 0.2
= g = B 3 g g = = »n = " :
O-O T T T T T T T T T T T T T T
> > > ) 9 o o 9 Q Q Q Q N S N N V
S\ N2 3 N\ N ) N2 S\
R R SR N AN N S N Y I N N
o & J &F o d I F o I F T F I IF P

Note: Long-term unemployment is defined as being unemployed for longer than 1 year.
Underemployment is defined as those who work less than 4 hours per day. Data has been revised
per the NESDC’s Report of the Population Projections for Thailand 2010-2040 (Revision).

Source: National Statistics Office’s Labor Force Survey, BOT forecast
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Growth in Non-Farm Income

forecast

Medium-income group

(22%)

Low-income group (45%)

(ex. government measures)

3

A%

High-income group
(32%)

2020 2021 2022E 2023E

* Occupations are grouped based on their average income in 2021. Low-income group are

private sector workers in the service and manufacturing sectors (excluding professional

workers). Medium-income group are those that are self-employed workers. High-income

group are professional workers in the private sector.

Brackets () denote each group’s share of total private consumption in 2021.

Sources: National Statistics Office, BOT calculations and forecast
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Thailand’s economic recovery is gaining traction

and could be stronger than previously expected

GDP Growth
%YoY
16 Factors that could result in GDP growth outperforming the
12 7 baseline projection
8 -
® Stronger-than-expected recovery in domestic demand and
4 _v\ the tourism sector, especially due to pent-up demand
0
® Higher-than-expected foreign tourist figures
-4 -
o Factors that could result in GDP growth underperforming the
baseline projection
-12
16 ® OQutbreak in China being more prolonged than expected,

affecting global growth and supply chains
2019 2020 2021 2022 2023 2024
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, Headline inflation projections for 2021 and 2022 are revised upward on account of

—

sz domestic energy prices, higher cost passthrough, and the upcoming minimum wage increase

%
10 - I Core inflation (67.06%) I Energy (12.39%) B Fresh food (20.55%) =f=Headline inflation
8 - . Forecast period
6 —
Current target range
q -
2 —
0 -
2 -
Q1/2021 Q3/2021 Q1/2022 Q3/2022 Q1/2023 Q3/2023 Q1/2024
Note: () denotes weight in CPI basket
% 2022 2023 Source:s Ministry of Commerce, BOT forecast
Headline inflation 6.2 (4.9) 2.5 (1.7)
Core inflation 2.2 (2.0) 2.0 (1.7) Note: () previous forecast from Monetary Policy Report March 2022

Sources: Ministry of Commerce, BOT forecast
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%YoY
o N iy (o) (00]

4

Headline Inflation Forecast

| Target range
- 1.0 - 3.0%
I I I I I I I I I I I I I I I I I I I I
2019 2020 2021 2022 2023 2024

%YoY

Upside

N W A~ O

—

risks to headline inflation have increased

Core Inflation Forecast

2019

2020

2021 2022 2023 2024

Factors that could cause inflation to be higher than the baseline projection

® Higher-than-expected oil prices
® Larger and faster domestic cost passthrough

® Demand-pull inflationary pressures in tandem with the economic recovery
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Key monetary policy discussions
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| The increase in prices of goods and services have broadened to more categories,
y partly due to higher cost passthrough from businesses to consumers
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Share of goods and services in the CPI basket whose Price increases in the CPI basket by categories

prices have increased significantly*

Continuity of price increase (Y%oMoM) Dec 2021 | Jan 2022 | Feb 2022 | Mar 2022 | Apr 2022 | May 2022

% .
—Headline —Core Rice, flour, and cereal product

25 1 '
2022 Fresh Meat, poultry, and fish
food Eggs and dairy products

Vegetable and fruits

20 A May22
18.84

Fuel

Energy Cooking gas
Electricity

15 A

\ Seasononing and condiments

11.86 Prepared food

10 A : Electrical appliances and furniture

‘ Cleaning supplies

Personal care
Core

5 ) | “ . ) . .
\ Public transportation services
i\ “ \ | J A -’ | inflation P

Tobacco and alcoholic beverages

Recreation and education

Jan-20 7

Jan-17 7

Jan-18

Jan-15 7

Jan-16 T

Jan-12 7

Jan-13 7

Jan-14 T

o
|

Jan-08

Jan-10 T

Jan-04 7

Jan-05 7

Jan-06 T

Apparel and footware
Water supply
Rent

Jan-01
Jan-02
Jan-03 e
Jan-07
Jan-09 T
Jan-11
Jan-19 T
Jan-22

* Defined as year-over-year price increase by more than 2 S.D. from the More than 0.5 S.D. price decrease More than 0.5 S.D. price decrease
5-year average. Core refers to the share of core goods compared to all the Less than 0.5 S.D. price change More than 1 S.D. price increase

goods in the CPI basket.
Sources: Ministry of Commerce, BOT calculation 11/16



4 Several underlying inflation indicators have exhibited increases and are subject to upside risks,

o

gttt especially if strong economic recovery gives rise to demand-pull inflationary pressures

Underlying Inflation Indicators

Underlying inflation indicators Jan Feb Mar Apr May
(%YoY) 2022 2022 2022 2022 2022

Core CPI 05 | 18 | 20
Core CPI (excl. rent & measures) 0.7 2.2 2.4
Less than 0.5% from median

Symmetric trimmed mean CPI 1.2 2.2 Less than 0.25% - 0.5% from median

[ ] Close to median (+/- no more than 0.25%)
Sticky Price CPI 0.5 2.4 More than 0.25% - 0.5% from median

I More than 0.5% from Median
Principal Component CPI 0.5 1.1 1.3 1.5 2.0

Note: Median is 2% which is the mid-point of the 1-3% target range

Common Component CPI 1.4 1.7 1.8 1.9 2.2

Sources: Ministry of Commmerce, calculated by BOT

Note: These monthly indicators are expressed as year-over-year changes. Symmetric trimmed mean CPI excludes goods and services whose prices have increased/decreased as

much as 10% Sticky Price CPI is calculated from goods and services whose prices changed infrequently compared to the average of 4.8 times per month. Principal Component CPI

is calculated from common underlying factors underpinning the change in price of goods and services across 28 categories. Common Component CPI is calculated using

Generalized dynamic factor model 12/16



Medium-term inflation expectations remain well-anchored within the target range
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despite some increases in the short-term inflation expectations
%YoY
4 A
—Household Survey (1Y) May 22 = 3.1
3 - —BSI Survey (1Y) May 22 = 3.5
Consensus (1Y)

+ Consensus (5Y) Apr 22 = 1.7
2 —

X Consensus (5Y5Y) Apr 22 = 1.7

¢ Model-based (10Y)* Apr 22 =23
1 —
0 | | | | | | | | |

Jan-18 Jul-18 Jan-19 Jul-19 Jan-20 Jul-20 Jan-21 Jul-21 Jan-22

Note: *Forecasted using affine term structure model which utilizes yield curve data and macroeconomic factors

Source: Asia Pacific Consensus Economics, Business Sentiment Survey (BOT), Consumer Confidence Index (Ministry of Commerce)
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8’”{4 Monetary policy should respond in a timely manner to keep inflation expectations
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sumwinfzg well-anchored and prevent anticipations of an inflation regime change

® Core inflation exceeded 2%, same as the previous
episodes of high inflation in 2005, 2008, and 2011

%YoY —Headline Inflation ——Core Inflation
May 2022 ®* Changes in the public’s view on inflation (inflation
10 A Jul 2005 May 2011: Apr 2022: ' . .
Higher trasportation Higher prepared food prices due pSyChOlOgy) mlght lead to per5|stently hlgh core

8 Higher prepared 7 1%
7] fter diesel pri to th tbreak of swine fl .17 0 0 q a_gq Q_.ng

costs after clese’ Prig O e SHRIE AT T food prices due to inflation, such as through higher pricing or negotiations
outbreak of swine

flu and higher

4 costs of animal ® Monetary policy should respond in a timely manner
feed % . . .
2 41AN ” = e and adapt to the changing growth and inflation
‘ S \ \ AL ¢ ‘
- ;
I I I v

subsidies were

6 removed

for higher wages based on recent inflation outturns.

outlook. This is to prevent the public’s expectations

0 T Y T T T B
May 2008: of persistently rising inflation (regime change). The
-2 Higher global oil and iat ]C t L ti ld
food prices appropriate course of monetary policy actions wou
-4 (pre-GFC) foster confidence among the general public and keep
C H f H 2‘ 0, o 0 . .
6 - ore inflation exceeds 2.0% medium-term  inflation expectations well-anchored
s 8 & 8 8 & o I &£ & & 9§ within the target range.
o o o o o o o o o o o o
N N N N N N N N N N N N

Source: Ministry of Commmerce
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U.S. Dollar Index (DXY)
Asia Dollar Index (ADXY)
Euro (EUR)

British pounds (GBP)

Vietnamese dong (VND)
Singapore dollar (SGD)
Indonesian rupiah (IDR)
Philippine peso (PHP)
India rupee (INR)

Thai baht (THB)

Chinese yuan (CNY)
Malaysian ringgit (MYR)
New Taiwan dollar (TWD)
South Korean won (KRW)

The baht depreciated in line with regional currencies

Exchange rate movements in 2022 Exchange rate volatility in 2022
B 50% oo (eum I 5%
-2.6% [N British pounds GEP) (Y 7.5%
9% [ US. Dollar Index 0XY) [ 7.0%
-9.9% _ Asia Dollar Index (ADXY) | [ 330,
-1.9% . Japanese yen (JPY) _ 8.3%
-2.5% . South Korean won (KRW) _ 7.4%
3.4% [N Thai baht (THB) I ¢ .50
-4.6% - India rupee (INR) I 5%
-4.7% - Philippine peso (PHP) D 4.9%
-4.9% - Singapore dollar (SGD) I 4.2%
-5.1% - Chinese yuan (CNY) D 4.0%
-5.1% - New Taiwan dollar (TWD) L] 3.4%
-6.9% - Malaysian ringgit (MYR) D 3.4%
75% - Indonesian rupiah (IDR) P 3.1%

Japanese yen (JPY)

13.3% _ Vietnamese dong (VND) R 2.0%

Hong Kong dollar (HKD) . 0.6%

Sources: Reuters, Bloomberg (Data as of 16 Jun 2022)
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8 3 The MPC voted 4 to 3 to keep the policy rate on hold. All members
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agreed that a very accommodative monetary policy will be less needed going forward

The MPC assesses that the Thai economy will continue to recover and could
expand faster than previously expected owing to stronger domestic demand
MPC Meeting No. 3/22 and the pickup in the number of foreign tourists. Headline inflation would
increase and remain elevated for longer than previously estimated due to

(8 Jun 2022)

the increase in oil prices and the higher and more persistent cost
passthrough. Looking ahead, the MPC views that a very accommodative

monetary policy will be less needed going forward.

MPC voted 4 to 3 0
to maintain the policy rate at O ° 5 O /O Most MPC members view that the policy rate should be maintained at this

meeting to ensure that the recovery will continue to gain traction as
anticipated. Three MPC members view that policy normalization is warranted

3 members voted to raise the policy rate
given the increased upside risks to both growth and inflation.

by 0.25 percentage point

The financial system remains resilient overall. However, some households
and businesses remain vulnerable to rising living and production costs. The
MPC sees the need to continue implementing debt restructuring measures as
well as measures targeted for the vulnerable groups.

The MPC will assess the appropriate timing for a gradual policy normalization
in accordance with the shift in the outlook and risks surrounding growth and
inflation.
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