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Weakening baht boosts Thailand’s

exports and tourism
ﬂ Mitch Conpor
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Thailand Prime Minister Srettha Thavizin pointed out yesterday that the weakening baht. dezpite
its potential negative impact on energy import costs, is actually proving to be 3 boon for the
cauntry's exports and tourism.

The baht had earller plummeted 1o an 11-month low against the US dollar, trading at 37.095.
According to the 61 year old prime minister, who also holds the finance minister portfolio, this

dey

tourism s

n't entirely detrimental. It has a favourable effect on the country's exports and
tors — key contributors to Thailland's gross demestic product (GDP). Typically, exports
account for 50% while tourism makes up 20% of the GDP.

Despite the fluctuating value of the baht, PM Srettha assured that the government has no
immediate pl:
the situation,

s tointervene, Instead, the Bank of Thailand is vigilantly observing and managing

Addressing the concern on the Impact of a weakening baht on imported energy costs. the prime
minister conceded that while the country may experience a hike in the price of imported oif and
related expenses, there's not much that can be done in the short term.

Thalland's heavy reliance on imported energy ls 2 facter that limits immediate remedial measures
against the high prices.

Srettha also dismissed rumaours that the government was targeti

with its policy to cut budgets for non-essential projects, This was in response to speculation that he

had curtailed spending for the armed forces in fiscal next year, reported Bangkok Post.

The Thai prime minister’s statemant
fluctuating currency values, while also highlighting the country’s strategic responses.

ffers a glimpse into Thailand's economic state amidst

The situation is being closely monitored and managed, and the impact on key sectors like expaorts
and tourism Is being considered alongside the potential negative effects on energy Imports.

Follow more of The Thaiger's latest stories on our new Facebook page HERE.
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Government urged to focus on water

LAMONPHET APISITNIRAN

The Joint Standing Committee on Com-
merce, Industry and Banking (JSCCIB)
is calling on the government to use
part of the estimated budget of 560 bil-
lion baht for its digital wallet scheme
to instead support water manage-
ment plans.

Thailand needs both short- and
long-term measures to better cope
with flooding and drought. The latter
is expected to affect the agricultural
sector as the impact of EINino-induced
drought will pick up next month,
according to an estimate by the Agri-
culture and Cooperatives Ministry.

The Srettha Thavisin government
is determined to push ahead with its
10,000-baht digital wallet handout
scheme, expected to cover 56 million
people through Krungthai Bank's Pao

Tang app.
The appwas used to facilitate previous

—_— e —

stimulus programmes launched by the
Prayut Chan-o-cha administration.

“The Pao Tang app has 40 million
people registered. The government
should base its digital wallet scheme
on this figure,” said Sanan Angubolkul,
chairman of the Thai Chamber of Com-
merce, a key member of the JSCCIB.

The committee wants the govern-
ment to offer the stimulus scheme
to certain groups of people and
local shops.

The scheme may not need to cover
56 million people as Thailand requires
funding to deal with other issues, said
Mr Sanan.

Only 54% of water in the country
can be used, compared with 66% in
the same period last year, according to
the JSCCIB.

“The government can use some of
the 560 billion baht for water manage-
ment to help Thailand better deal with
its water problems,” he said.

News ID: C-231005001003 (5 Oct 23/05:06)
@gewsClip

Boats ply the
Chao Phraya
River on Oct 1.
The JSCCIB says
Thailand needs
both short- and
long-term
measures 1o
better cope with
flooding and

- drought. APICHART
S JINAKUL

The committee maintained its GDP
growth forecast yesterday in a range of
2.5-3% for this year, with exports pro-
jected to contract by between -2% and
-0.5%.

The JSCCIB projects inflation of 1.7-
2.2% this year.

The committee is monitoring the
baht's depreciation. Though export-
ers will benefit from a weaker baht, it
affects manufacturers who need to buy
raw materials from abroad as well as
oil importers.

An appropriate value for the cur-
rency is 35-36 baht to the US dollar,
said the JSCCIB.

Other economic issues, especially
the government's plan to raise the daily
minimum wage, are on the agenda for
talks between Mr Srettha and the Fed-
eration of Thai Industries (FTT), another
member of the JSCCIB, on Oct 6, said
Thawee Piyapatana, senior vice-chair-
man of the FTI.
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EXPLAINER

NAREERAT WIRIYAPONG

Examining efforts to puff up a weak baht

While the major contributing factors are
external, there is hope the local currency
may strengthen by year-end

he baht has depreciated this year and

ranks as one of the worst-performing

regional currencies of 2023.

The currency weakened to 37.14 to

the US dollar on Tuesday, the lowest
since November 2022,

The recent plunge for gold prices, which lost
about 5% in value or $7.45 per ounce in one
week, stimulated demand for dollars to buy the
metal, resulting in further depreciation of the
Thai currency.

The baht has lost roughly 6.8% of its value
so far this year from 34.61 against the green-
back at the end of last year. Compared with its
regional peers, the Thai currency is the third-
worst performer this year, after the yen and
Korean won, which have weakened by 12%
and 7.7%, respecnvely

EXEHANGE

4

The Malaysian ringgit has depreciated
in line with the baht, falling roughly 6.8%
year-to-date.

“But if we look at depreciation since August,
when the new government took office, the
decline has been faster than other currencies
in the region,” said Kanjana Chockpisansin,
head of research at Kasikorn Research Center
(K-Research).

On Tuesday the think tank downgraded its
outlook for the Thai exchange rate to 37.55
baht to the dollar, slipping from 36.60. The
centre made the shift after the baht fell past
37 to the greenback on Tuesday morning,
she said.

The Bank of Thailand said it is monitoring
baht movement, which is a result of external
factors and is in line with regional peers.

Tourlsis queue at a foreign axchanga oounter Tha baht is mughly 37 14 against the US dollar, the Iowest in nearly 11 munths SOMCHAI

POOMLARD
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The central bank stands ready to manage
the currency if there are irregular movements,
it said in a statement, adding investors are
awaiting clarity on the fiscal policies of the
new government.

“The dollar is strengthening based on the
possibility the Federal Reserve will main-
tain interest rates longer than expected,’
said central bank senior director Salkka-
pop Panyanukul.

He said other factors include pressure from
falling gold prices and rising oil prices.

WHAT FACTORS CONTRIBUTED TO THE BAHT
DEPRECIATION?
According to K-Research, major factors

causing the baht to depreciate include a disap-
pointing second-quarter Thai GDP growth
rate, the Fed’s interest rate hikes, the slowing
Chinese economy, depreciation of the yen,
and high oil prices.

Thailand'’s export decline, which has
resulted in a growing current account deficit,
as well as concerns over a widening fiscal
position based on higher spending by the new
government to finance economic stimulus,
have also contributed to depreciation of the
Thai currency, said the think tank.

A recent hawkish statement from Fed
officials about interest rates being higher for
longer pushed the dollar to appreciate and
caused US bond yields to rise.

US economic data was stronger than
expected, convincing the market the Fed could
possibly hike rates at its meetings in either
November or December.

The Fed has lifted interest rates 11 times
over the past 18 months to 5.25-5.5%, register-
ing a 22-year high, as part of efforts to rein in
stubborn inflation. The US consumer price
index was 3.7% in August, well above the Fed’s
target of 2%.

Oil prices, which are greater than $90 per
barrel, have stoked inflation and demand
for dollars, weakening the baht. Thailand,
as a net oil importer, could see the current
account worsen if oil prices remain high, said
K-Research.

Continued capital outflows from the Stock
Exchange of Thailand (SET), which is among
the world's worst-performing bourses glob-
ally this year, aswell as the Thai bond market,
partly to buy US bonds, have also fuelled the
baht depreciation, according to the think tank.

As of Oct 2, foreigners were net sellers of
158 billion baht worth of Thai stocks this year,
while net selling in the bond market totalled
146 billion baht, said K-Research.

Asia Plus Securities (ASPS) said the baht has
weakened this year because of accumulated
foreign net selling worth 300 billion baht as of
Tuesday, of which 160 billion is in stocks and
140 billion in bonds.

The US-Thailand interest rate gap has
widened, with the US at 5.5% while Thailand is

News ID: C-231005001027 (5 Oct 23/04:38)

now at 2.50%.
Thai exports have declined this year
because of the global economic slowdown,

resulting in a trade deficit in August, said
the brokerage.

WHAT WOULD MAKE THE BAHT
STRENGTHEN?
Prime Minister Srettha Thavisin, who is also
the finance minister, has ruled out the need for
government intervention on the baht, while

the central is monitoring currency movements.

The depreciation benefits the export and
tourism sectors, which normally contrib-
ute 50% and 20% of GDP respectively, said
Mr Srettha.

A weak baht may negatively affect the price
of imported oil and other related costs, he said.
As Thailand is heavily reliant on imported
energy, the country cannot do much in the
short term to avoid the impact of high prices,
said Mr Srettha.

ASPS predicts the local currency to weaken
less and strengthen more, in a range of 35-35.5
baht to the dollar.

Economic stimulus measures should boost
consumption and investment, such as the
10,000-baht digital wallet handout, three-year

debt moratorium for farmers, and infrastruc-
ture investment, said the brokerage.

Tourism should perform in the fourth
quarter because it is the high season, spurring
demand for the baht, said ASPS.

Economic figures are expected to improve
in the fourth quarter, with the trade deficit
decreasing and services balance improving,
resulting in a current account surplus and
strengthening the baht, as happened in Sep-
tember 2022, said the brokerage.

From 2017-2022, the baht tended to
strengthen in the fourth quarter by 3.4% on
average, according to ASPS.

The currency is
expected to stop
depreciating

and start
strengthening in
the fourth quarter,
swinging around
37.00-37.50 baht
to the dollar in the
short term.
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“The currency is expected to stop depreciat-
ing and start strengthening in the fourth quar-
ter, swinging around 37.00-37.50 baht to the
dollar in the short term,” said the brokerage.

Ms Kanjana said K-Research anticipates
the baht to trade at the current level in the
short term.

“Once the Fed stops hiking rates, pos-
sibly by the end of this year, the baht should
strengthen, possibly by year-end or early next
year,” she said.
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