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Thailand: Flat Growth in 2011 Giving Upside Potential This Year 

 
• Thailand’s economy contracted by 9% in 4Q 11 (consensus: -5.0%), mainly due to floods that hit the 

kingdom late last year, causing massive disruption and pushing the country’s exports off the cliff. The 
resulting weakness was broad-based. Private consumption shrank 3.0% y/y (3Q 11: +2.4%), 
government spending -3.1% (3Q 11: +4.9%), investment -3.6% (3Q 11: 3.3%), exports -6.5% (3Q 11: 
17.3%). For the whole of 2011, the Thai economy barely grew at 0.1%. 
 

• BOT to cut its benchmark interest rates further by another 25bps on Jan 25, its first MPC for the year. The 
National Economic and Social Development Board (NESDB) projected the economy to grow only by 1.5% this 
year, a massive growth forecast cut from 3.5-4.0% range given in Aug, after taking into account the impacts 
from severe flooding that has hit the country. 
 

• The recent flooding has had detrimental exports on both production and exports as shown from the right hand 
panel below. Manufacturing contracted on average -26% y/y from Sep-Dec last year while exports growth 
averaged only 1.3% during the same period (Jan-Aug average was 26.3%!). Thailand Ministry of Commerce 
targets 15% exports growth, slightly lower than last year’s 17.2%. We think they will exceed the target as we 
expect a more sustained global economic recovery in the latter half of this year and low base effects in 2H 11 
may bring about better exports figures by then. This in turn would give an upside potential for Thai economic 
growth, with our current forecast of 2.3%, which is higher than the official forecast. 

 
• USD/THB barely moved following the release of the significantly lower than expected 4Q 11 real GDP growth 

figures, perhaps as most investors had likely priced in such contraction. Nevertheless, we may see USD/THB 
trending lower in the medium-term on the back of upside growth potential this year and our forecast of BOT’s 
responsiveness in cutting their benchmark interest rate to support growth. We expect another 25bps cut to 
2.75% on Mar 21 MPC meeting. Lower inflation and down-trending interest rate trajectory is expected to be 
positive for the local bond market, thus giving potential boost for the local currency as well. Nevertheless, we 
remain cautious in the near-term on the European debt situations. 

 
• Our forecast for USD/THB remains unchanged at 31.50 by end 1Q 12 and then for the pairing to move 

lower to 30.25 by 1H 12 before settling in at 30.00 by the end of 2012. 
 

 
Thai Economy Shrank More Than Expected On Floods Industrial Production & Exports Plunged On Supply Disruptions 

  
                        Source: Maybank FX Research, CEIC                                                   Source: Maybank FX Research, Bloomberg 
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Disclaimer 
This report is for information purposes only and under no circumstances is it to be considered or intended as an offer to sell or a solicitation of 
an offer to buy the securities or financial instruments referred to herein, or an offer or solicitation to any person to enter into any transaction or 
adopt any investment strategy. Investors should note that income from such securities or financial instruments, if any, may fluctuate and that 
each security’s or financial instrument’s price or value may rise or fall. Accordingly, investors may receive back less than originally invested. 
Past performance is not necessarily a guide to future performance. This report is not intended to provide personal investment advice and does 
not take into account the specific investment objectives, the financial situation and the particular needs of persons who may receive or read this 
report. Investors should therefore seek financial, legal and other advice regarding the appropriateness of investing in any securities and/or 
financial instruments or the investment strategies discussed or recommended in this report.  
The information contained herein has been obtained from sources believed to be reliable but such sources have not been independently 
verified by Malayan Banking Berhad and/or its affiliates and related corporations (collectively, “Maybank”) and consequently no representation 
is made as to the accuracy or completeness of this report by Maybank and it should not be relied upon as such. Accordingly, no liability can be 
accepted for any direct, indirect or consequential losses or damages that may arise from the use or reliance of this report. Maybank and its 
officers, directors, associates, connected parties and/or employees may from time to time have positions or be materially interested in the 
securities and/or financial instruments referred to herein and may further act as market maker or have assumed an underwriting commitment or 
deal with such securities and/or financial instruments and may also perform or seek to perform investment banking, advisory and other services 
for or relating to those companies whose securities are mentioned in this report. Any information or opinions or recommendations contained 
herein are subject to change at any time, without prior notice.  
This report may contain forward looking statements which are often but not always identified by the use of words such as “anticipate”, “believe”, 
“estimate”, “intend”, “plan”, “expect”, “forecast”, “predict” and “project” and statements that an event or result “may”, “will”, “can”, “should”, 
“could” or “might” occur or be achieved and other similar expressions. Such forward looking statements are based on assumptions made and 
information currently available to us and are subject to certain risks and uncertainties that could cause the actual results to differ materially from 
those expressed in any forward looking statements. Readers are cautioned not to place undue relevance on these forward looking statements. 
Maybank expressly disclaims any obligation to update or revise any such forward looking statements to reflect new information, events or 
circumstances after the date of this publication or to reflect the occurrence of unanticipated events.  
This report is prepared for the use of Maybank’s clients and may not be reproduced, altered in any way, transmitted to, copied or distributed to 
any other party in whole or in part in any form or manner without the prior express written consent of Maybank. Maybank accepts no liability 
whatsoever for the actions of third parties in this respect.  
This report is not directed to or intended for distribution to or use by any person or entity who is a citizen or resident of or located in any locality, 
state, country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation. 
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