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It’s more than just ‘humming along’

Monday, 20 November 2017

Highlights

Thailand’s 3Q17 GDP growth surprised higher at 4.3% yly (+1.0% qogsa),
against our call for a 3.7% yly (-1.7% qogsa) print. This marks Thailand’s
strongest GDP growth since 1Q13, suggesting that growth remains on track
underpinned by the uptick in exports and a booming tourism industry. In view of
the stellar growth print, the National Economic and Social Development Board
(NESDB) pencilled in a 3.9% y/y growth for 2017, at the upper end of its
previous growth range outlook of 3.5 — 4.0%. Into 2018, the agency highlighted
its call for growth to range between 3.6 — 4.6%.

Delving into the details, growth appears to be broad-based. The uptick in
export print remains to be the key driver of growth at 7.4% yly in 3Q17, clocking
its strongest print since 4Q12. Importantly as well, private consumption being a
key pillar of growth as it accounts for over 50% of GDP, continues to hum nicely
at 3.1% yly as the nation moves on from a year-long mourning period. The
uptick in consumption suggests the improvement of income levels amid a
tightening labour market at a mere 1.2% unemployment rate versus 1.32% seen
in May amid against the relatively low inflation and interest rate environment.

The uptick in manufacturing growth print to 4.3% in 3Q (vs 1.1% in 2Q) is
the strongest since 19 quarters ago, and is led largely by export-oriented
industries including the F&B, Chemical & Chemical products, Rubber & Plastics,
Electric Appliances and Motor Vehicles. This suggests that the transmission
from strong export demand into Thailand’s domestic production industry is
underway. Elsewhere, just when things can’t go any better, strong tourism
arrivals continued to support overall growth, expanding for its third consecutive
quarter at 6.4% in 3Q17, a rather gravity defying print even as 3Q16 base was
seemingly strong at 13.4% yly.

Thailand’s growth in the first 9 months of 2017 isn’t merely just humming
along; the recovery in its external environment and the positive spill-over effects
into its domestic economy has allowed its export-oriented manufacturing
industry to turn roaring back. These growth fundamentals should prove to be
encouraging to both domestic and international confidence levels, especially
given Thailand’s many years of lagging growth trend vis-a-vis its neighbours.
Should these trends persist into 2018, growth could likely accelerate beyond
how 2017 could herald, even as government infrastructure spending plan of
THBL1.5tn is slated to kick off next year on top of a tax break on year-end
shopping which could further spur both domestic and tourist spending into
December 2017.
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e Accounting for the strong GDP growth seen of late, we raise our 2017 GDP
outlook to 3.9%, up from a previous 3.5% outlook. We had also previously
upgraded our inflation outlook to 0.7% as of 8th November 2017, on the back of
Oct's stronger-than-expected inflation print at 0.86% as energy prices ticked
higher. With inflation risk remains to be almost non-existential versus official
target of between 1 — 4%, we see a very low probability for the Bank of Thailand
to hike interest rates anytime soon, although policy rate may need to play catch-
up into 2018 should interest rates in developed economies normalises higher
then.

Thailand's 3Q17 growth at 4.3% is the strongest
since 1Q13
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This publication is solely for information purposes only and may not be published, circulated, reproduced or distributed in whole or
in part to any other person without our prior written consent. This publication should not be construed as an offer or solicitation for
the subscription, purchase or sale of the securities/instruments mentioned herein. Any forecast on the economy, stock market,
bond market and economic trends of the markets provided is not necessarily indicative of the future or likely performance of the
securities/instruments. Whilst the information contained herein has been compiled from sources believed to be reliable and we
have taken all reasonable care to ensure that the information contained in this publication is not untrue or misleading at the time
of publication, we cannot guarantee and we make no representation as to its accuracy or completeness, and you should not act
on it without first independently verifying its contents. The securities/instruments mentioned in this publication may not be suitable
for investment by all investors. Any opinion or estimate contained in this report is subject to change without notice. We have not
given any consideration to and we have not made any investigation of the investment objectives, financial situation or particular
needs of the recipient or any class of persons, and accordingly, no warranty whatsoever is given and no liability whatsoever is
accepted for any loss arising whether directly or indirectly as a result of the recipient or any class of persons acting on such
information or opinion or estimate. This publication may cover a wide range of topics and is not intended to be a comprehensive
study or to provide any recommendation or advice on personal investing or financial planning. Accordingly, they should not be
relied on or treated as a substitute for specific advice concerning individual situations. Please seek advice from a financial adviser
regarding the suitability of any investment product taking into account your specific investment objectives, financial situation or
particular needs before you make a commitment to purchase the investment product. OCBC and/or its related and affiliated
corporations may at any time make markets in the securities/instruments mentioned in this publication and together with their
respective directors and officers, may have or take positions in the securities/instruments mentioned in this publication and may
be engaged in purchasing or selling the same for themselves or their clients, and may also perform or seek to perform broking
and other investment or securities-related services for the corporations whose securities are mentioned in this publication as well
as other parties generally.

Co.Reg.no.:193200032W

Treasury Research & Strategy 2



