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SHORT, SHARP STRATEGIES PRESCRIBED

Given its limited tenure, the Anutin administration will focus on implementing quick measures to revive the economy,
write Wichit Chantanusornsiri and Phusadee Arunmas

or a government expected to last

only four months, Prime Minister

Anutin Charnvirakul and Finance
Minister Ekniti Nitithanprapas face a
formidable task in navigating the Thai
economy amid mounting external pres-
sures such as US tariffs and persistent
domestic weakness, as the economy has
not yet fully recovered from the pan-
demic. These economic headwinds blow
against a backdrop of fragile political
stability within a minority government.

LIMITED DRIVERS

Mr Ekniti, the government’s key eco-
nomic strategist, pledged the adminis-
tration would focus on implementing
short-term measures to revive the
economy while ensuring they yield long-
term benefits. The goal is to restore the
economy and prevent it from becoming
chronically stagnant, he said.

Mr Ekniti likened the Thai economy
to a car speeding down a cliff. The Thai
economic engine has four cylinders,
with the largest being exports. Before US
President Donald Trump's tariffs took
effect, there was a rush to beat the taxes,
resulting in export surges of 3.2% and
2.8% year-on-year in the first and second
quarters, respectively, averaging 3% in
the first half of the year. However, exports
slowed in the latter half of 2025 when
the tariffs took effect, likely gradually
stalling this cylinder, he said.

The second cylinder is private con-
sumption, which is also contracting,
according to data from the Bank of
Thailand and the Finance Ministry. This
marks the first decline in a year, attri-
buted to low consumer confidence, high
household debt and stagnant incomes.
This cylinder has already shut down,
said Mr Ekniti.

The third cylinder is private invest-
ment, and capacity utilisation is less
than 60%, leaving little reason for busi-
nesses to consider new investments. He
said this cylinder is on the verge of
stalling, leaving government spending
as the only engine still running,

“The only engine available to drive
the economy is government spending,
which can help pull us out of the slump.

R

IF WE FAIL TO USE THE
ENGINE OF GOVERNMENT
SPENDING AND REMAIN
IDLE, THE ECONOMY WON'T
JUST GET STUCK — IT WILL
PLUNGE INTO A DEEPER
CRISIS. AND ONCE THAT

HAPPENS, THE DAMAGE
WILL BE FAR GREATER AND
MUCH HARDER TO FIX.

Ekniti Nitithanprapas,
Finance minister

If we fail to use this engine and remain
idle, the economy won't just get stuck
— itwill plunge into a deeper crisis. And
once that happens, the damage will be
far greater and much harder to fix,” said
Mr Ekniti.

He said the core of the Anutin go-
vernment’s stimulus policy is a speedy
revival through “Quick Big Win” mea-
sures — improving people’s capabilities
so Thais can earn more income and
ensuring prosperity is more evenly
spread across the country.

The main stimulus measure is the
“Khon La Khrueng Plus” co-payment
scheme, which is expected to require a
budget of 66 billion baht to ease people’s
daily living expenses. The programme
is projected to benefit 33 million people
and lift fourth-quarter growth to 1%, up
from a baseline of 0.3%, helping full-year
economic expansion exceed 2%, said Mr
Ekniti.

News ID: C-251219001089 (19 Dec 25/05:44)

PRESSURES

A couple of rating agencies down-
graded Thailand's outlook to negative
from stable, pressuring the government
to be more cautious regarding its fiscal
spending and borrowing plans for eco-
nomic stimulus. Mr Ekniti said the
government would spend prudently,

maintaining fiscal governance and
discipline.

“Every policy introduced must adhere
to the principles of good governance. It
must clearly show the costs involved,
the cost-benefit analysis and the result-
ing outcomes so that everyone can see
them,” he said.

According to Finance Ministry data,
before the 1997 financial crisis the Thai
economy posted healthy growth rates of
6-10%. But after successive crises — the
1997 Asian financial crisis, the 2007~
2008 global financial crisis and the
pandemic — growth has remained
persistently low.

During 2019-2023, growth averaged
only 0.4%, rising to 2.5% in 2024. For
2025, the National Economic and Social
Development Council (NESDC) projects
growth of 2% (as of August 2025), while
the Finance Ministry forecasts 2.4%
(October 2025) and the Bank of Thailand
2.2% (October 2025).

Low economic growth has hurt the
government'’s revenue collection. The
Finance Ministry expects revenue for

fiscal 2025, which ended in late
September, to fall short of its target.

'The revenue target for fiscal 2026 has
been set at 2.92 trillion baht, up 1.2%
from the previous fiscal year. However,
the economy in 2026 may decline from
2025 due to the effects of Trump's tariffs
and a muted recovery in tourism, par-
ticularly among Chinese arrivals.

Over the past decade, the govern-
ment’s revenue collection has steadily
declined relative to GDP. In 2015, go-
vernment revenue as a share of GDP was
16.1%, but by 2025 it has fallen to 15%
— about three percentage points lower
than countries with similar-sized eco-
nomies. This has forced the government
to run budget deficits for nearly three
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The Khon La Khrueng Plus co-payment programme is expected to help the economy expand by more than 2% this year, says Mr Ekniti.
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decades.

EXPENDITURES

Aside from revenue pressures, go-
vernment spending could help stimulate
the economy when private sector invest-
ment slows, but it also faces constraints.
For fiscal 2026, government spending is
set at 3.78 trillion baht, an increase of

0.7% from fiscal 2025.

This limited increase reflects the
Finance Ministry’s desire to prevent the
budget deficit from expanding too
much, aiming to keep it below 3% of
GDP. The fiscal deficit for fiscal 2026 is
projected at 4.3%, compared with 4.91%
in fiscal 2025.

A persistently high deficit, amid
fragile economic and political stability,
could negatively impact the govern-
ment’s credit rating.

|" |

—
- £

Containers stacked at Laem Chabang Port. The Thai National Shippers’ Council says exports in 2026 are expected to remain stable or slightly weaker following robust growth in 2025.

Photo: Nutthawat Wichieanbut

In addition, the government carries
off-budget debt, also referred to as qua-
si-fiscal obligations. Under this arrange-
ment, state agencies such as the Bank
for Agriculture and Agricultural
Cooperatives (BAAC), the Small and
Medium Enterprise Development Bank
of Thailand and Government Savings
Bank advance funds to implement state
projects, and the government later
reimburses them with interest. These
operations are conducted under Section
28 of the State Financial and Fiscal
Discipline Act.

To date, this outstanding debt to state
financial institutions amounts to 1.02
trillion baht, of which more than 900
billion bahtis with the BAAC, largely due
to agricultural subsidies.

The rising deficit has pushed public
debt as a share of GDP to 64.5% as of

_—--ll'\(--“m- »
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July, approaching the statutory ceiling
of 70%. Debt pressure will continue to
mount if the government cannot reform
both its revenue and expenditure
systems, as well as stimulate higher
economic growth.

Government spending is expected to
rise as Thailand becomes an aged
society. Health expenditure as a share
of GDP is projected to increase, with the
NESDC estimating government health
spending could reach up to 12.7% of
GDP within 15 years, up from roughly
10% in 2025.

Health spending is considered a
“hard-to-cut” expenditure, meaning
cuts would significantly impact the
population and government stability.

Instead, policymakers continue to
strive for higher economic growth, even

[INE
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rate of 3-4% to help stabilise public

finances. Thailand’s per capita income

is US$7,497 per year, while the NESDC's

target is $9,300 by 2027.

The challenges of low economic
growth, declining national competitive-
ness and high inequality, illustrated by
a 14-fold ditference in monthly income
between the top 10% and bottom 10%
of the population, require comprehen-
sive institutional reforms in five areas,
according to the NESDC:

1. Legal and regulation reform:
Remove barriers that discourage
new businesses and foreign invest-
ment

2. Corruption control: Reduce busi-
ness costs and restore investor
confidence

3. Rule of law: Strengthen legal pro-
cesses to build trust, enhance com-
petitiveness and reduce inequality

4. Democracy: Ensure political stabi-
lity, as democratic processes are key
to policy implementation

5. Public management efficiency:
Improve the effectiveness of public
administration, which is essential

i g
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for national development potential

WEAKER EXPORTS

Dhanakorn Kasetrsuwan, chairman
of the Thai National Shippers’ Council
(TNSC), said exports in 2026 are ex-
pected to be stable or weaken following

robust growth in 2025, driven by tem-
porary positive factors such as stock-
piling to avoid the effects of US tariffs.

External factors will influence export
performance in 2026, such as an eco-
nomic recovery in key export markets
and ongoing industrial demand, he said.

However, challenges remain, includ-
ing significant effects from US tariffs and
elevated inventory levels for durable
goods carried over from early 2025.
These elements could cause a slowdown
in global trade volume, said Mr
Dhanakorn.

In the US, both agricultural and
non-agricultural employment growth
are anticipated to decelerate, alongside
rising consumer prices. This trend is
partly attributed to a surge in imports
during the first half of 2025, which has
already fulfilled production require-

ments for the first half of 2026, according
to TNSC.

As a result, US demand for imports,
particularly from Thailand — which
accounted for nearly 20% of the coun-
try’s total exports in 2025 — may dimi-
nish, he said.

US tariffs continue to add pressure on
exports of furniture, garments and elec-
trical appliances.

Despite Thailand's competitive tariff
rates, consumers are reducing house-
hold spending as prices rise, cooling
demand for items as consumers make
do with existing products.

“Exporters in certain industries
expect if external conditions and factors
remain relatively stable, shipments
could grow by 3-5% in 2026,” said Mr
Dhanakorn. However, US tariffs, curren-
cy fluctuations or a global economic
downturn could lead to lower growth
rates, he acknowledged.

The greatest concern for the TNSC is
the impact of the trade war. Mr
Dhanakorn said rising import tariffs and
retaliatory actions by major economies
pose serious risks that could hinder
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Construction work continues on an elevated section along Rama |l Road. Mr Ekniti says state spending is the only engine capable of pulling the Thai economy out of its current slump.
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Thailand's export capabilities, elevate
production costs and compromise long-
term export market stability.

Nantapong Chiralerspong, direc-
tor-general of the Trade Policy and
Strategy Office (TPSO), said exports in
2026 are likely to grow ata much slower
rate than the previous year for two
reasons.

First, a high baseline in 2025 will
create the base effect, as exports surged
by 13% in the first 10 months of 2025,
primarily due to advanced orders from
the US to avoid tariffs, he said. This high
baseline will make 2026 growth appear
modest, even if the real export value
remains relatively stable, said Mr
Nantapong.

Second, a shift in demand is antici-
pated as many importers hold substan-
tial inventories, meaning the volume of

new orders is expected to decline. As
tariff measures take full effect, rising
import costs will further dampen
demand, he said.

A TPSO analysis indicates the sectors
most vulnerable to these trade tensions
include those heavily reliant on the US
market, particularly furniture, electro-
nics and electrical appliances, machinery
and components, and auto parts.

Although these industries ex-
perienced robust growth in 2025, they
are likely to encounter dual challenges
in 2026: reduced price competitiveness
due to heightened tariffs, and potential
market share losses to competitors
benefiting from lower tariffs or more
favourable cost structures.

However, the report suggested the
agriculture and food sectors still have an
optimistic outlook, bolstered by three
advantages: Thailand's high quality of
agricultural products and diverse pro-
duction standards; market diversifica-
tion that mitigates over-dependence on
any single market; and opportunities to
displace competitors' products that are
subject to higher tariffs, especially in the
US.

TPSO identified promising export
categories including beverages; fresh,
chilled and frozen fruit; processed
chicken products; rice; ready-to-eat
foods; and animal and vegetable fats
and oils.
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