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Q2 GDP grows 2.3% yoy as exports bite

= Q2 GDP rose 2.3% yoy, the slowest since Q3 2014.

= Exports (-6.1%) provided the largest drag to growth.

= A pickup in economic activity in Q4 may be forthcoming, given the latest
set of fiscal stimulus is set to roll out by end of this month.

= We downgrade Thailand’s 2019 growth to 2.8% from 3.2%.

1.Thailand’s Q2 GDP rose 2.3% yoy as exports continue to bite

Thailand’s Q2 GDP rose 2.3% in Q2 yoy, matching expectations and edging
our forecasts of 2.2% yoy marginally. We had forecast exports in Q2 to post
a contraction of -6.4%; the data eventually printed a slightly better figure of
-6.1%, although a second consecutive yoy contraction and the third yoy
contraction in four quarters hardly beget much optimism.

Overall, the stats from 1H point clearly to exports as the largest laggard to
GDP growth. Private spending growth is at its highest since 2012.
Government expenditure in 1H is at a three-year high and is set to grow
faster in 2H after the cabinet unveiled the stimulus package yesterday.
While investment growth at 2.6% is marginally a shade below the 3-year
average, it is exports that have provided the largest drag to expansion. Poor
electronics demand, US-China tensions and a drop in tourist arrivals have all
contributed to the poor export figure. Slumping exports were one of the
key highlights in the Bank of Thailand’s August monetary press statement,
and it is little surprise that the fiscal stimulus package is aimed at improving
tourism and export prospects for the remaining of 2H and beyond.
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2.Fiscal package is a timely shot for stimulating growth, especially tourism

The 316bn stimulus package unveiled last Friday — 50bn baht of which is
newly allocated budget — came at a time when the Thai economy
increasingly needs further stimulus to growth. This will be a timely shot up
the arm for multiple sectors, especially tourism. The visa waiver proposal
for Chinese and Indian tourists — if passed through cabinet — would likely
result in a marked improvement in tourist arrivals, and is expected to cost
the government 12-13bn THB in visa fees, according to the Bangkok Post.
Tourism growth in 1H has proven lacklustre, having only grown 1.5% in
tourist arrivals yoy; in contrast, tourist arrivals expanded 12.2% yoy in 1H
2018. Chinese tourists have declined 4.7% yoy in 1H, providing the largest
stumbling block to tourism growth YTD.

Overall, the economic package looks well-targeted at tourism and its
transmission into the real economy is likely to prove relatively
straightforward. It may provide the catalyst for total tourist arrivals to
finally cross the 40-million mark by 2020, if not by this year.

Tourist Arrivals in Thailand

'000
4,500 Total Arrivals == Chinese Arrivals
4,000
3,500
3,000
2,500
2,000 -
1,500
1,000 W
500 -
0 T T T T T T T T T T T T T
d g2 g5 ggdgzg g
5228 58%228%82282%¢%

Source: CEIC, OCBC Bank

3.We downgrade Thailand 2019 growth forecast to 2.8%

We downgrade Thailand’s 2019 growth forecast from 3.4% to 2.8% yoy,
which is at the lower end of NESDC'’s growth forecast range of 2.7% to 3.2%
yoy. Despite the stimulus package, we think the macroeconomic
environment remains challenging for Thailand to post a growth rate of
more than 3.0% this year. We estimate that the country may post a growth
rate of 2.9% in 2H, which will even out 1H’s growth rate of 2.6% to conclude
the year at an expected 2.8%.
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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 Bank, its related companies, their respective directors and/or employees (collectively “Related Persons”) may or
might have in the future interests in the investment products or the issuers mentioned herein. Such interests include effecting transactions in
such investment products, and providing broking, investment banking and other financial services to such issuers. OCBC Bank and its Related
Persons may also be related to, and receive fees from, providers of such investment products.

This report is intended for your sole use and information. By accepting this report, you agree that you shall not share, communicate, distribute,
deliver a copy of or otherwise disclose in any way all or any part of this report or any information contained herein (such report, part thereof and
information, “Relevant Materials”) to any person or entity (including, without limitation, any overseas office, affiliate, parent entity, subsidiary
entity or related entity) (any such person or entity, a “Relevant Entity”) in breach of any law, rule, regulation, guidance or similar. In particular,
you agree not to share, communicate, distribute, deliver or otherwise disclose any Relevant Materials to any Relevant Entity that is subject to the
Markets in Financial Instruments Directive (2014/65/EU) (“MiFID”) and the EU’s Markets in Financial Instruments Regulation (600/2014)
(“MIiFIR”) (together referred to as “MiFID 11”), or any part thereof, as implemented in any jurisdiction. No member of the OCBC Group shall be
liable or responsible for the compliance by you or any Relevant Entity with any law, rule, regulation, guidance or similar (including, without
limitation, MiFID Il, as implemented in any jurisdiction).
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