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Consumer spending in August weakened, as the real earnings of non-farm labour

remained in the contraction territory, according to the central bank.
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Veerathai Santiprabhob, governor of the Bank of Thailand (BOT), said the central

bank had forecast an economic growth of 2.8 per cent this year, which is below the

country’s growth potential. However, he said, this does not mean there is an

economic crisis looming, though BOT's monetary policy committee is still concerned

about the strong baht, which could have an adverse impact on the economy.

The currency has, however, been on a downward trend, he added.

Meanwhile, Don Nakornthab, senior director at the Economic and Policy Department

of the central bank, said all indicators, apart from tourist arrivals, appeared to be

weaker in August as economic slowdown continues.

Private Consumption Indicators

‘ 2018 2019
%YoY 2018 ] | | ‘
| Hl H2 H1I Q1 Q2 Jul Aug’ wﬁ'h"'
Non-durable index 14 |13 |14 |28 (24 (33| 25|15 | 01
Semi-durable index 28 | 25 _ 3112 |14 (10|24 |-01| 04
Durable index 80 79 82 26 53 0105 -40 -0.2
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Private consumption indicators expanded moderately from the same period last
year. The National Economic and Social Development Council, a state think-tank,
previously considered consumer spending as a growth engine, at a time when

exports, private investment and public investment weakened.

BOT said on Monday (September 30) that spending on durable goods significantly
contracted following a decrease in every category of vehicle sales, partly due to
weakening of income, together with credit tightening of financial institutions, after
credit quality showed signs of deterioration. Spending on non-durable goods
expanded at a softer pace mainly from moderate fuel usage, in line with contracting

domestic vehicle sales.

In addition, spending on semi-durable goods was flat. However, spending on services
expanded at a higher rate, attributed to the expansion of expenditures on hotel and
restaurants. The fundamental factors supporting the overall purchasing power

remained weak,
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Non-farm income further contracted, while farm income rose mainly due to rising
agricultural prices. Consumer confidence continued to deteriorate for the sixth

consecutive month.

Nominal Farm Income

2018 2019

(%YoY) 2018
H1 H2 | H1 | Q1 | Q2 | Ju | Aug

Nominal farm
14 04 3.2 02  -11 0.6 2.1 33

income”

Agricultural

W 1.5 103 | 58 | 09 | 05| 14 | OS5 0.8
p on

Agricultural price -57 | 89 | -21 | 06 | 0.7 | 20 16 25

Note: Farm income does not include government subsidies and transfers. P = Preliminary data

The report came as many factories have started laying off workers, or cutting down
on overtime, especially in industries that rely heavily on exports.

The central bank said the value of merchandise exports turned into contraction by 2.1
per cent from the same period last year. With the exception of gold, the value of all

merchandise exports continued contracting at 8.9 per cent.

The continual contraction for the 10th consecutive month can be attributed to
weaker global demand as a result of slower economic growth in a number of major
trading economies, the US-China trade conflict, the continued downturn in
electronic cycle, the contraction of global crude oil prices and a high base effect from

front-load exports last year before the US started imposing import tariffs on Chinese

products.
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Export Value
Jul 2019 = 21.0 Bn USD Aug 2019 = 21.9 Bn USD
Ex. gold = 19.7 Bn USD Ex. gold = 20.0 Bn USD
| 2018° 2019°
%Yoy share| e | ‘

2018 HL H2 HI Q1 Q2 jy Aug A

Agriculture 72 | 04 | 34 | 25 -36 -21 49 | 29 -100 20
'Fishery 08 65 | -14 |-110 -120 -149| 92 02  -22 | -26
Manufacturing 1889 | 86 132 44 36 -19 54  -15 -106| -26
Agro-manufacturing | 124 | 7.6 | 102 | 52 | -26 | 0.7 | -57 | -29 | -38 | 42
Electronics 148 50 124 | -15 -104 -113| 95 .50 -95 -34
Electrical Appliances | 53 | 1.6 | 66 | 36 | -13 | -46 | 22 | 52 | 46 | -30
Automotive 1152 | 79 (153 | 14 |37 |38 |35 | 07 | 81 -12

Machinery & T T T T o 1 T T

T 87 | 67 |103| 34 | 45|29 | 62 | 50|70/ 51
Petroleum Related | 13.1 218 265 | 178 -104 -7.2 -134 -124 -245 -93
Total (BOPBasis) 1000 7.5 124 29 41 -40 42 38 -21 06

" Ex Gold - 82 129 39 50 -42 -58 -17 -89 -18

Ex Gold & D[t ars. | =1 | e = [ Lo | |

- 66 11120 42 -38 46 01  -65 -08

Petroleum Related

This contraction was also put down to a drop in the export of petroleum-related

products and electronic products, which continued to contract for a ninth month.

However, hard disk drive exports showed signs of recovery, as the production of hard

disk drives, which were previously supported by the relocation of production base

from Malaysia, expanded this month.
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Exports in several other categories also expanded, partly due to the substitution of
Chinese and American goods in the two markets, such as exports to the US market,
which is continuing to expand, includes car tyres, refrigerators, television set, and
apparel and textiles; while exports to China expanded at a higher rate with some
products, such as high-end cars and motorcycles. However, the gains were not large

enough to offset the slowdown in other export markets.

Private investment indicators also contracted from the same period last year, said the

central bank.

Investment in machinery and equipment turned into contraction mainly from the
drop in import of capital goods and the number of newly registered motor vehicles
for investment. Investment in construction contracted due to a drop in permitted
construction areas, apart from areas allocated for factories, which expanded. The sale
of construction materials subsequently contracted, consistent with the slowdown in

the real-estate sector. After seasonal adjustment, private investment indicators

decreased from the previous month.
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Public spending, excluding transfers, turned into contraction from the same period

last year

due to current expenditures mainly on the back of expenditure on goods and

services for the Army and the Royal Thai Police.
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However, capital expenditure rose slightly from the disbursement of the Department
of Highways, and additionally state enterprises’ capital expenditures rebounded from
the disbursement of funds to PTT Public Co Ltd and Airports of Thailand Public
Company Limited.

The value of merchandise imports sharply contracted by 15.5 per cent from the same

period last year. Excluding gold, the value of merchandise imports contracted by 8

per cent.
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The contraction was attributed to a drop in:1) Imports of raw and intermediate goods,
particularly material for base metal, consistent with the contraction of private
construction and car production; electronic parts, consistent with the contraction of
production and exports of this product; and imports of fuel which contracted as
global crude oil prices declined; 2) Imports of capital goods excluding aircraft, ships,
floating structures, and locomotive, particularly telecommunication equipment and
machinery and equipment, consistent with the contraction of private investment

indicators;

3) Imports of consumer goods; and 4) Imports of automotive and parts, consistent

with the slowdown of private consumption.

Number of foreign tourist arrivals expanded

2018 2019
HI  H2 H Q1 Q@ Jul Aug’YTD

- 2018

No. of tourist
i 38,178 19,425 18,753 19,769 10,795 8974 3,327 3466 26,563
("000)
%YoY 13 119 | 29 1.8 2.1 14 4.7 74 28
%QoQsa, %MoMsa - - . = 2.6 09 | -1.0 1.5 -
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Meanwhile, the number of foreign arrivals rose by 7.4 per cent from the same period
last year, due to: 1) A low base effect from the tour boat incident in Phuket last year
and

2) An increase in tourist arrivals who benefited from the exemption of visa on arrival

fees, particularly those from China, India and Taiwan.

Tourists Classified by Nationality
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Moreover, some Chinese tourists chose Thailand over Hong Kong due to the political
unrest. However, the number of European tourists, particularly from Germany and

Russia, continued to drop due to the economic slowdown, according the central

bank.
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On the stability front, headline inflation decelerated to 0.52 per cent from 0.98 per
cent

last month, due mainly to a larger contraction in energy prices caused by a fall in
global crude oil prices, coupled with a decrease in fresh food prices. Meanwhile, core
inflation accelerated from the previous month.

The seasonally adjusted number of employed persons decreased from previous
month, mainly owing to a decline in non-farm employment. The seasonally adjusted
unemployment rate remained nearly unchanged from the previous month. The
current account registered a higher surplus due mainly to an increase in trade
surplus. The overall capital and financial accounts registered a deficit from both the
assets and liabilities positions, the central bank added.
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