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World Bank

raises GDP view, with caveat

¢ PAWEE SIRIMAI ¢ -

. [ .
The World Bank has raised its full-year
ecoenomic growth forecast for Thailand to
3,1% while voicing concermns about the main
economic engine, government spending.

A promising first half encouraged the
Washington-based lender like many
research houses, to raise its 2016 forecast.
Despite the upward revision, Thailand is
still predicted to be a laggard in Southeast
Asia, according 1o the World Bank's latest
repart on East Asia and the Pacific.

The strong tourism sector, government
stimulus measures and rising private con-
sumption underpinned economic growth
in the first half, but shrinking exports
and tepid private investment indicated
that growth was not distributed 1o every
sector, said Kiatipong Ariyapruchya, the
bank’s senior economist in Thailand.

“The Thai economy posted stronger-
than-expected growth in the first half of the
year, but a broad-based and self-sustaining
recovery has vet to take hold,” he said.

The World Bank earlier estimated Thai-
land’s GDP growth at 2.5% this year.

“Our view for the future is the same
as the Bank of Thailand’s: that economic
growth in the third and fourth quarters will
not be as high as growth in the first two
guarters,” Mr Kiatipong said. "Right now,
Thailand’s economic growth is relying
heavily on government expenditure, so the
important question is how the government
will stimulate every sector before the fiscal

The World Bank raised its
torecast for Thai economic

growth to 3.1% this vear
from 2.5% previously
predicted. It also sees
bright prospects across the
region.

@ 2016 & 2017

Unit; %

Devetong Matasia

Asean [ndonesia

Source: World Bank

policy space runs out.”

Government spending in the July-to-
Septernber quarter slowed down, he said,

Phitippines

Thaitand ‘ Camboedia Myanmar

Vietnam Lacs

S5 graphics

with a lower disbursement rate than in the
previous quarter — especially for infra-
struchire investment,



According to Mr Kiatipong, the main
risks for the Thai economy are the finan-
cial instability of China and the possibility
of political uncertainty at home that could
delay public spending and weigh on con-
sumer and investor confidence.

The World Bank's most recent survey of
companies in Thailand found that the two
main factors discouraging private invest-
ment were a shortage of skilled labour
and a lack of confidence in state invest-
ment plans.

Mr Kiatipong said that while sentiment
improved after the voters endorsed the new
charter, the private sector still needs assur-
ance that political chaos will not repeat
itself and the general election will happen
as planned,

In the meantime, Credit Suisse has
upgraded its projection for Thai GDP
growth to 3.2% in 2016 and 3.3% next year,
compared with 2.9% and 3% respectively
in the previous forecasts.

The financial house said in its latest eco-
nomic report that the revision was based on
resilient tourism after the August bombings
and a better growth outlook in China and
Europe to support Thai exports.

“We continue to expect some growth
slowdown in the second half of this year but
now think the drag from exports and tour-
jsm will be milder than initially thought,”
the report said. :

]
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“Thailand 4.0 should get GDP growth up to patential, World Bank says
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SUCHEERA PINLIPARAKARN
THE NATION e

THE WORLD Ba;nk believes Thailand
should be able to achieve long-term
annual economic growth of 4-5 per
centifthegovernmentcan successful-
ly push through its “Thailand 4.0”
model.

The new.economic model would
help draw private investment, the
Bank’s economist for Thailand,
éK;atlpong Anyapruchya, said yester-

TheWorld Bank is the latest ma30r .

global institution to revise upward its

forecast’ for- Thailand’s economic

growihforthisyear, nowpredicting 3.1
per cent, up fromi its forecast of 2.5 per
centin June. . -~

Last  month, . the  Asian
Development Bank revised up its

3

growth forecast slightly to 3.2 per cent
. from 3 per cent previously, praising

the country’s investment in lnfra—

structure. -

The Bank of Thailand last month
also issued a slightly inore optimistic
forecast, predicting that gross domes-
ticproduct would growby 3.2 percent,
compared with the prewous target of
3.1 per cent,

The Thai economy in the first half
of this year expanded by 3.4 per cent,
which the World Bank yesterday
attributed largely to a rise in con-
sumptlon and the.surge in tourist
arrrvals in the first half.

- The Bank also projected Thai GDP
growth next year at:3:1 ber cent on a
timely implementation ofpublic infra-
strueture projects (including on the
rallsystem),whachwouldenhance pri-

- vate 1nvestment




2016 GDP growth adjustments

Irzstitution

World Bank 31%
Asian Develapment Bank 32%
Bank of Thailand 32%
Kasikorn Research Centre 3.3%

Source: The Nation

However, Kiatipong said the new
2016 growth forecast of 3.1 per cent
was still lower than Thailand’s real
poetential, asitshould be atleast 3.5 per
cent. He added that the Kingdom’s
annual GDP growth in the last decade
averaged 5 per cent.

He said Thailand’s GDP was capa-
ble of growing by 4-5 per cent a year,

revised 2016 growth forecast

previgus forecast
2.5%
3%
31%
3%

and Thailand 4.0 and private invest-
ment would be the key drivers rather

than exports. In the past decade,

exports accounted for 70-80 per cent
of GDP.

World Bank will issue an outlook for
Thailand’s exports next month, hesaid,
but the export sector this year is likely
to decline further. Earlier, the Bank

projected flat export growth for 2016.

The Bank believes financial insta-
bility in the Chinese economy will
affect Thailand’s trade and capital
flows, asChinaaccountsfor12 percent
of total exports and 8 per cent of total
foreign direct investment.

Another risk is a rise in political
uncertaintyifthe military-led regime’s
political reforms do not satisfy civil
society at large or get postponed. In
such a scenario, political uncertainty
would delay public expenditure and

- weigh on consumer and investor con-

fidence.

However, the recent passing of the
referendum on the draft constitution
and the government’s reaffirmation
that it would hold elections in 2017
help migrate this risk, the Bank said.
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