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Economic Situations and Outlook

Dragged by political turmoil in H1/2014,

Thai economy has shown a gradual recovery since H2/2014 onward.

(%YoY) 2014 | H1/2014 H2/2014 Q1/2015 %yoy (%qgoq)

GDP 0.9 0.2 1.6 3.0 (0.3)

Consumption

- Private 0.6 -1.0 2.3 2.4 (0.6)

- Public 1.7 2.5 0.9 2.5(-1.3)
Investment

- Private 2.0 7.2 3.7 3.6 (0.5)

- Public -4.9 -10.1 0.3 37.8 (23.7)
Exports

- Volume of goods and services 0.0 -0.3 0.4 1.0 (-3.6)

- Volume of goods 0.7 1.0 0.4 -2.5 (-4.2)
Imports

- Volume of goods and services -5.4 -9.9 -0.6 2.3 (-0.4)

- Volume of goods 6.8 -12.6 -0.5 4.0 (0.0)

Source: Office of the National Economic and Social Development Board



Economic Situations and Outlook

Economic stabilities remain strong providing resiliency to the Thai economy to withstand negative shocks.
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Source: National Statistics Office, Ministry of Commerce, and Bank of Thailand
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Thailand’s GDP Forecast for 2015

2013 ‘ 2014
Average Range
Real GDP 2.8 0.9 3.7 32-4.2
- Real Private Consumption 0.8 0.6 2.2 1.7-2.7
- Real Public Consumption a.7 1.7 4.3 3.8-428
- Real Private Investment 0.8 -2.0 4.0 3.0-50
- Real Public Investment 1.0 -4.9 9.5 7.5-115
- Real Export of goods and services 2.8 0.0 5.1 4.1 - 6.1
- Real Import of goods and services 1.4 54 5.3 4.3 -6.3
Trade Balance (bn USD) 6.7 24.6 25.5 17.0 - 34.0
- Export of goods -0.2 -0.3 0.2 -1.8-2.2
- Import of goods -0.5 -8.5 -0.2 -2.2-1.38
Current Account (bn USD) -2.5 13.1 17.8 9.3-26.3
- Current Account (%GDP) -0.8 3.3 4.6 23-6.7
Headline Inflation 2.2 1.9 0.2 -0.3-0.7
Core Inflation 1.0 1.6 1.3 0.8-18

Source: Fiscal Policy Office, April 2015
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Cyclical Challenges and Short-term Economic Policies

Global economic slowdown leads to declining exports.

1. Diversify export markets
Export growth 5M/2015 (%) 8.2

- Diversify export markets to U.S. and CLMV

. . . . . T T T I . . T T ' countries

o o 47 42 - Implement National Single Window (NSW) to
57 S50 50 40

7.2 .
92 streamline customs procedure
-11.8
-15.9
RS GNP CS S N . S G S
& & > o N\ R S 9 & 9 .
T @S & 2. Boost domestic demand
\Q (,)\ (,)OQ Q\Q \z\o

- Achieve budget deficit by at least 250 billion
5M/2015 Baht or 2% of GDP in FY2015

Growth rate : %YQOY

h f 2014 E
Siere of AU B - Accelerate carry-over and current-year

Total Export Value of Goods (%yoy) . -4.7 budget disbursement

1.China (11.0%) -8.2

il 2 - Extend lower valued-added tax rate at 7%.
AT ”

- Spend 80 billion baht of capital spending for

3.Japan (9.6%) -1.9 -7.1
4.European Union (9.2%) 07 6.0 shovel-ready road construction projects and
ASEAN-9 (26.1%) 0.2 -4.2 water management projects
ASEAN-4 (CLMV) (9.1%) 9.0

Source: Ministry of Commerce 9



Cyclical Challenges and Short-term Economic Policies

Declining farm prices negatively affect Support farmers’ purchasing power and
farmers’ income enhance farm productivity
Index O Expedite overdue payment under rice
.14 £ Agri P ion |
Ja2n1014_ 100 gricultural Production Index pledging scheme to farmers (92 billion baht)

- == Agriculture Price Index O Rice farmers’ income support (40 billion baht)

o A and rubber farmers’ income support (8.2

170 —Farm income billion baht)

150 - O Farmers’ debt relief, extension and
restructuring programs by Bank of Agriculture

a and Agricultural Cooperatives (BAAC)

110 - O Credit for machinery pool

90 O Credit for productivity improvement, e.g. Palm
and sugar cane

En O Crop insurance

50 . . . . . . . . O Agricultural zoning

Sy & I O Y
NG NGRS N 3 N9 NS NGRS
Source: Ministry of Agriculture and Agricultural Cooperatives and

Fiscal Policy Office’s calculation 10



Cyclical Challenges and Short-term Economic Policies

Despite currently high household debt to GDP, slowing consumer loan growth and sound financial positions

indicate continued economic and financial viability.

Household Debt to GDP(%) Breakdowns of Household Debt
Loan to Households  =@=Household debt to GDP (RHS .
. (RHS) Loans Categorized by Lender Loans Categorized by Loan Purpose
Trllllgn THB 10.57 100% ‘ Others
10 | . Credit card / 2o Co-Op
8 7 I 98% Co,, Leasing\bq., ° oo Other
6 79.7% [ 60% P-Loan Co 19.2%
) . 152%
4 - - 40% 11% Saving P-Loan Business
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Cyclical Challenges and Short-termm Economic Policies

Unsynchronized monetary policies led to capital

flows and exchange rate volatilities

Value of Net Purchases of Foreign Investors in the

Financial Markets

mn THB — , , THB/USD
40,000 - Net foreign purchase in bond market (excl BOT bond) 338

30,000 - Net foreign purchase in stock market [\/’V- 33.6
- 334
I
|

20,000 - [THB/USD (RHS)
I - 33.2
| : | h | I - 330
A1 1,11 || : II._ -
|

- 32.6

10,000

0

-10,000
- 324

-20,000
- 322
-30,000 - 300
-40,000 - - 3138
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Source: Bank of Thailand, ThaiBMA

Policies to mitigate capital flow volatility

O High international reserves to buffer

the capital flow volatility

O Recent policy interest rate reductions

twice (25 basis point each) to 1.5% by

Bank of Thailand

O Capital Flows Relaxation Measures by

the Bank of Thailand (30 April 2015)

to accommodate capital outflows

- Relaxation on foreign exchange
regulations on residents

- Facilitate local currency borrowing

by non-residents

12



Cyclical Challenges and Short-term Economic Policies

Public sector acts as a second growth engine when external demand is fragile and domestic spending has not

yet fully recovered.
mn THB Budget Deficit =—Deficit to GDP (%)
0 | | | T
-100,000 - B
-200,000 - B
-300,000 - -1.0 =
-400,000 - B
-500,000 - 9 2.7 -
-600,000 - -2.6 L
FY2011 FY2012 FY2013 FY2014 8M FY2015
Budget Framework FY2013 FY 2014 FY 2015 FY 2016
Expenditures 2,400,000 2,525,000 2,575,000 2,720,000
Percent of GDP 20.1 20.3 20.2 20.2
- Current Expenditures 1,900,477 2,017,626 2,027,859 2,100,364
- Treasury Res. Repayment 450,374 13,424 41,965 13,536
- Capital Expenditures 49,150 441,129 449,476 544,000
- Principal Repayment - 52,822 55,700 62,100
Revenues 2,100,000 2,275,000 2,325,000 2,330,000
Budgetary Balance (300,000) (250,000) (250,000) (390,000)

0.0

-0.5
-1.0
-1.5
-2.0
-2.5
-3.0

13



Structural Economic Policies for Medium-term Growth
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Structural Economic Policies for Medium-term Growth

Structural
Reforms to
Promote
Competitive-
ness

Medium-
Infrastructure
term
Investment
Growth
——

Greater
Access to
Finance

Putting
Thailand as
Strategic
Gateway to
CLMV and
ASEAN

\



1. Structural reforms to promote competitiveness

Tax Reform

« Extend reduced
corporate
income tax rate
at 20%

o Tariff
restructuring to
enhance value
escalation
process
 Excise tax on
cars by carbon

emission

Reform BOI Incentives

«Moving from
area based
to activities-
based high
value-added
industries
and R&D

Enhance SOEs’ operation

« Establish SOE
holding
company to
promote
efficiency

.
\-,»l \'

Expedite bureaucratic process

A
- L S

«Pass the Act on
Facilitation for
Consideration
of Approvals
from the
Government
Agencies, B.E.
2558

16



2. Putting Thailand as Strategic Gateway to CLMV and ASEAN

o
O ITC

IHQ
‘SEZs

Establish Special Economic Zones
(SEZs) to create production bases
connecting with neighbor countries
and to develop rapidly-growing

border cities

Introduce tax privileges under
International Headquarter (IHQ) and
International Trading Center (ITC)
program to attract multinationals to
set up their hub activities in

Thailand

17



6 SEZs (Phase 1)

2. Putting Thailand as Strategic Gateway to CLMV and ASEAN

-

Myanmar
® 2014 GDP growth =
7.7%

® 2014 Border Trade
growth = 8.9%
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Malaysia =/

® 2014 GDP growth =
6.0%

® 2014 Border Trade
growth = 1.2%
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4 SEZs (Phase 2)

~

Lao PDR
® 2014 GDP growth =
7.4%

® 2014 Border Trade
growth = 14.3%

Cambodia
® 2014 GDP growth =
7.0%

® 2014 Border Trade
growth = 22.0%
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3. Greater Access to Finance

New law to allow the usage of

future

receivables, inventories, and Draft Secured

other commercial goods as Transactions/
collateral Collateral Act
B.E. ...

Offer small business

loans with credit Nano-

limit of 100,000 . SMEs
Finance

baht/case, no
collateral

required, at the rate
no greater than

36% per annum

Set up Private
Equity Trust Fund
to provide capital
financing jointly
from public and
private sectors with
the size of 10 - 25
billion baht



4. Infrastructure Investment: Thailand’s Transport Infrastructure

Development Strategies 2015 -2022

The government is committed to urgently invest in infrastructures projects over the next 8 years, worth 1.9

trillion baht or 58 billion USD, focusing on 5 key logistics sectors.

Provincial Rail Network

Public transport system
in Bangkok and

metropolitan

Highways connecting
production bases and

neighboring countries

Water Transport

Air Transport

Source: Ministry of Transport

1.9 trillion baht Projects ($57.9 Bil.)

Double track (6 lines)

Standard Gauge tracks (to neighboring countries and China)

Mass Transit (10 lines)
NGV Buses

Improve inner-city road networks/bridges

Road expansions into 4 lanes between cities and borders
Motorway (Pattaya — Map Ta Phut)
Custom facilities

Road Facilities e.g. rest areas, transport terminals

Deep water port (Pak Bara)
Harbor and Single Rail Transfer Operator (Laem Chabang)

Airport (Suvannabhumi/Don muang/Phuket/Mae Sod)
Acquire new fleet

Air traffic management

Value

494 billion baht
$15 bn

745 billion baht
$23 bn

522 billion baht
$16 bn

101 billion baht
$3 bn

50 billion baht
S2 bn



4. Infrastructure Investment: Source and Use of Funds

Source of Funds

SOEs Retained Earnings

Estimated Disbursement of
Public Debt

(Gov’t Guaranteed

Infrastructure Investment Plans

or

On-lending)

52%

GOVT Budget
28%

1.913 tn THB
(56.6 bn USD)

bn THB 455
100 - 389 84 397
54 ] 20 82
B 01 8
300 - 265
3_6 241 218
200 - 150 199 217 ]
129 [
100 - 56 121
e 87 115 110 90 5
O _ Q
EV2N1R EVIO2N1A EvoNn17 EVIo2N1QR EvoNn1Q EVoN2N

Source : PDMO and Ministry of Transport

Categories of Project

Water Transportation ~Air transportation
8101 Bil. B50 Bil.

Transportatis

in Bangkok

Inter-city rail
network and its vicinity
8494 bn 8745 bn

26%
? 399

Connecting

production base

and neighboring countrie
B522 bn

PPPs
M SOEs retained earnings
PDMOQ's borrowing

M Budget
71
1 51
Vi
33 9
Fvon21 EVoN29

21




4. Infrastructure Investment: Progress and funding

Propose to Cabinet’s Cabinet’s MOU _— - Start .
cabinet consideration Approval Construction
7 it v o
High Speed Train: BKK — Map Ta Phut Sep 2015
High Speed Train and Dual
T oo
Track Meter Gauge ¥ (i v >
High Speed Train: BKK — Nongkhai Dec 2015
, | - =2 &?. V
Jira Junction - Khon Kaen Nov 2015
Assistance from Chinese government '::
) PrachuabKirikhan — Chumpon Mar 2016
T
- 125
;S, 116 5 22 bn THB
c 84.8 82 2 5%
© : +—
= 2
€ 50 Budget
c o , .
] c PDMO's borrowing
£ 494.5 bn THB 22 5 472 bn
g 2 5 S THB
5 (14.6 bn USD) s 050
0 0
g FY2015 FY2016 FY2017 FY2018 FY2019 FY2020 FY2021 FY2022 22



4. Infrastructure Investment: Progress and funding

o Start
Propose to Cabinet’s Cabinet’s MOU Construction
cabinet consideration Approval
22 atl v =
Green Line: Mo Chit — Sapan Mai - Khu Khot Q4 2015
Mass Transit
e
Land acquisition
Pink Line: Khae Rai - Min Buri and bidding by
Q4 2015
e
4 Land acquisition
Yellow: Line Lat Phrao - Samrong inel el ()
Q4 2015
174
151 161
) Budget
T 134 bn THB
= 112 211 bn THB
c O 18%
R _8 PDMO's borrowing
-+
5 e 2
o o B SOEs retained
= 744.6 bn THB S THB 398 bn THB .
[} 27 O earnings
e v 5 0% 549
] (22.0 bn USD) T ° M PPPs
(%]
5
Q 23
o FY2015 FY2016 FY2017 FY2018 FY2019 FY2020 FY2021 FY2022



4. Infrastructure Investment: Progress and funding

Propose to Cabinet’s Cabinet’s Contract
cabinet consideration Approval Signed
- LX) 77
=2 alg v =

Lane Transport

Four-lane Highway

Al v =

Hishway connecting Neighboring Countries

i

Connectivity among Production bases

and with Neighboring Countries

R 132

= 14 bn THB

I

= 89 go) 3%

5 o

= 67 =

| 55 =

- o 117 bn
€ 522.3 bn THB 2 £

o 19 g THB
£ 14 (15.5 bn USD) =

g 22%
>

2

A FY2015 FY2016 FY2017 FY2018 FY2019 FY2020 FY2021 FY2022

Under

Construction

304 bn
THB
58%

Start
Construction

Q3 2015

Q3 2015

Budget
PDMO's borrowing
M SOEs retained earnings

W PPPs
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4. Infrastructure Investment: Progress and funding

Propose to Cabinet’s Cabinet’s Contract Under Start
cabinet consideration Approval Signed Construction Construction
o = 4 . .
= kg

Water Transport =

Coastal Port Development (Terminal A), Laem Chabang Port

32
B Budget
= 24 25
;
c 45 M SOEs retained
& = earnines
£ 10 g :
5 4 . E 76 bn
§ 2 101.3 bn THB 0 I8 THB

FY2015 FY2016 FY2017 FY2018 FY2019 FY2020 FY2021 FY2022
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4. Infrastructure Investment: Progress and funding

Propose to Cabinet’s Cabinet’s Contract Under
cabinet consideration Approval Signed Construction Operation
Begins
i V) v = ol :
Air Transport

Don Muang Airport Phase 2
T 11%
|_
c
= 9 9 10 g Budget
5 £
& =
;c'; 5 r M SOEs retained
g e earnings
g 50.1 bn THB 2 D
0
& (1.5 bn USD) o 0

FY2015 FY2016 FY2017 FY2018 FY2019 FY2020 FY2021 FY2022
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Thank you




