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iFAST Research Update:  
Thailand Outlook 2023: Is it Finally Time to 
Revisit Thailand? 

 

The year 2022 has not been kind to most economies around the world, as 
central banks around the world struggle to control sky-high inflation. Despite 
reopening its international border in 3Q22, we think that Thailand’s economy 
remains in the doldrums for 1H 2023 due to mounting recession risk. In this 
article, we look to expand our "Neutral" view on the Thai market. 
 
• Although Thai equities have been relatively resilient in 2022 compared to regional peers, Thailand's equities, as 
represented by the SET Index, almost trade at parity with a 0.33% gain. 
• Moving into 2023, we think that Thailand’s economic outlook remains concerning as some of the major sources 
of economic growth are likely to face turbulence in the days and months ahead as the recession signals of some major 
economies are flashing bright red. 
• Global recessionary risk will have a greater impact on the Thai economy, as the country is very dependent on 
its tourism sector and exports for economic growth, which would be the major victims if there was any unfavourable 
turn in the global economic environment. 
• Given the mounting global recession risk, we expect exports to slow down on weaker global demand. This would 
affect the Thai economy because exports account for more than 60% of the gross domestic product (GDP) of the 
country. 
• Weaker Thai Baht continues to be a drag on the economy, affecting the country's trade balance and interest 
rates. 
• The recovery of the tourism sector is capped due to the lack of the China factor. With Xi Jinping continuing his 
presidential term, we see no end in sight, and China’s economy will likely take more hits. Not to mention that daily COVID 
cases just hit 55 thousand a week ago. 
• As global recessionary fears spread across major economies, the SET Index's earnings estimate is set to 
continue its muted growth in 2023, with only a 5.06% expected earnings growth in 2023, dragged down by its largest 
constituent, the energy sector. Therefore, we remain "Neutral" on Thai equities. 
 

Global recession risk likely to bring bigger impact to Thailand as 
compared to its ASEAN peers 

In our last article Thailand 2H 2022 Outlook: Still not the time to "revisit" Thai equities, we were neutral on the Thailand 
economic outlook for the 2H22 due to slower economic growth among peers and rising inflationary pressure. As of 
November 22nd 2022, Thailand's equities as represented by the SET Index, almost trade at parity with a 0.33% gain, 
while posting a 5.03% gain since our last update. 

Moving into 2023, we think that Thailand’s economic outlook remains concerning as some of the major sources of 
economic growth are likely to face turbulence in the days and months ahead as recession signals of some major 
economies are flashing bright red. This is because Thailand still relies heavily on international trade with other countries 
for its economic growth, with the United States being their largest trading partner. 
 

Global growth is expected to deteriorate further as a result of tighter monetary policy, leading to a recession. The leading 
indicator shows that US GDP is set to head into negative territory with slower economic activity and a tighter credit 
impulse in the US. 
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Figure 1: Leading indicators point towards a slowdown in the economy 

 
 
We think that the global recession would have the same, if not greater, impact on Thailand as compared to its regional 
peers. Thailand has one of the slowest GDP growth among peers, thus, we think that the fragile economy that has just 
climbed its way up the recovery path will be more vulnerable to any economic downturn as compared to its ASEAN 
peers. Not to mention that the country is very dependent on its tourism sector and exports for economic growth, which 
would be the major victim if there was any unfavourable turn in the global economic environment. 
 
Figure 2: Thailand has one of the slowest GDP growth rates in ASEAN 

 
 
Export expected to take a hit on slower growth 

Given the mounting global recession risk, we expect exports to slow down on weaker global demand. This would affect 
the Thai economy because exports account for more than 60% of the gross domestic product (GDP) of the country. 
While the major trading partners for Thailand, the US (17% of total exports YTD), China (12% of total exports YTD) and 
Japan (9% of total exports YoY), all are experiencing slower GDP growth. In fact, exports have witnessed a downward 
trend since the start of 2021.  
 
Meanwhile, electronics & electric components, which constitute a bulk of Thailand’s export, is set to face greater risk of 
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slowdown in demand as the global semiconductor industry is in a downward cycle with  
semiconductor or technology companies around the world faced piled up inventories and lower  
demand. With its major trading partners heading into a weaker economic expansion, we expect a  
weaker export outlook and further downward revisions to Thai exports. 
 
Figure 3: Thailand's GDP growth correlates with exports 

 

 
Weaker Thai Baht continue to cause headwinds to the economy 

 
Trade balance. Most economies had their currencies depreciate against the US dollar as soon as the US kicked off its 
interest rate hike cycle. Just weeks earlier, the Thai baht had been trading at 16-year lows against the greenback. 
Despite the recent appreciation of the Thai baht, the exchange rate between the domestic currency and the US dollar 
remains low, which would affect the country’s trade balance. This is because Thailand is a net importer of fuel, and 
with the expectation that oil prices are likely to remain higher for longer, this would further narrow the trade balance of 
the economy. 
 
Figure 4: Thailand’s balance of payment deteriorates during high Import growth 
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Interest rates. The Bank of Thailand (BOT) started its interest rate hike cycle at the start of June 2022,  
overruling its earlier decision to keep rates low in order to spur economic growth. The rising inflation  
coupled with weakening Thai Baht had pushed the BOT to reconsider its monetary policy stance as  
the rate differential between Thailand and the rest of the world may prompt exodus of funds thus  
weakening the Thai Baht further. The interest spread between Thailand and the US has contracted greatly from 
(+25bps) from the start of the year to (-275bps) as of 30th November 2022.  
 
Meanwhile, the BOT had been intervening in the foreign exchange markets to keep the Baht stable. As a result, BOT's 
foreign reserves have been rapidly depleting, reaching levels last seen in December 2017, five years ago. A country 
needs reserves to pay for imported goods, a rise in the value of imports would further deteriorate foreign reserves. If 
the country’s foreign reserve depleted too quickly, this would devalue the country’s currency even more, eventually 
leading to capital flight as investors fled their own domestic assets to purchase foreign assets. 
 
Figure 5: Thailand’s foreign reserves are depleting quickly 

 
 
Figure 6: Interest rate differential between Thailand’s and US’s interest rate is widening 
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Recovery of Tourism sector lacks the China factor 

 
The tourism industry plays an ever more important role in the Thai economy. It normally accounts for 18% of the nation’s 
GDP. However, the outbreak of the COVID-19 pandemic has caused tourist arrivals to fall by -83% from 39.92 million in 
2019 to 6.7 million in 2020, as economies around the world were forced to shut their nation’s borders. 
 
Things began to improve in 2022, when the Thai government announced that its international borders would reopen on 
July 1, 2022. As a result, a huge wave of revenge travel hit the tourist-dependent nation, as it has welcomed 7.6 million 
foreign tourists so far this year and is on track to meet estimates of 10 million tourist arrivals for the year 2022. As it 
did before the pandemic, the tourism sector in the third quarter provided Thailand's economy with a knock-on effect, 
giving a significant boost to private consumption, as reflected in the 4.5% growth in GDP for the 3Q22. 
 
Figure 7: Tourist arrivals are recovering  

 
 
 
However, we think that the recovery of the tourism sector is capped due to the lack of the China factor. China tourists 
comprised a huge chunk of total tourist arrivals each year, with 27.6% of total tourist arrivals in 2019. Given China still 
adhering its Covid Zero policy, the hopes that China would come to the rescue is likely to be shattered. The outcome of 
China’s 20th National Party Congress came as a surprise, and with the Politburo Standing Committee (PSC) being filled 
with Xi Jinping’s allies, it resulted in smoother and easier policy implementation by Xi. With no end in sight, China’s 
economy will likely take more hits. Tourist arrivals from China have decreased from 11 million in 2019 to 13,000 in 2021 
and 147,000 in 2022 as of September 30, 2022. Although we had seen some relaxation of the zero-Covid policy recently 
(reduction in quarantine period), we think that the Chinese government will not hesitate in reenforcing its stringent zero-
Covid policy given the reemergence of daily COVID cases in China, with almost 55,616 new cases recorded per day on 
23 November 2022, reaching its all-time high. Also, just a week ago, China recorded its first Covid death in 6 months, 
further escalating the probability of more lockdowns. Therefore, we do not foresee tourist arrivals to Thailand being 
able to get back to pre-pandemic levels in the near term. 
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Figure 9: The recovery for Thailand’s tourism sector still lacks its major contributor: China 

 
 
Extreme weather is also affecting tourism's recovery. Extreme weather in 2022 has impacted many economies around 
the world. Hopes for Thailand’s tourism industry to recover are being challenged by the worst flooding in years. 
Agriculture and the tourism industry were the main victims of the flood. An estimated 1.2 million rai of cropland was hit, 
with almost 82,000 houses reportedly damaged across 510 districts. According to the Bangkok Post, popular tourist 
destinations are now being flooded by heavy rains after tropical storm Noru hit the country. With heavy rain forecast for 
Bangkok and surrounding provinces throughout the month, this would affect international tourists' willingness to travel 
to the country. 
 
   
 

Slow 2023 earnings growth amid weaker expected performance 
for the energy and healthcare sector. 

 
As global recessionary fears spread across major economies, the SET Index's earnings estimate is set to continue its 
muted growth in 2023, with only a 5.06% expected earnings growth in 2023, dragged down by its largest constituent, 
the energy sector. 
 
The energy sector is the largest constituent in the SET Index, and most of them are oil and natural gas players. Amid a 
high base effect in 2022 and higher oil prices, we think that the upside for earnings growth in 2023 will be limited. 
Industry wise, we see that the exploration and production industry may face slower global demand due to global 
recession risks. However, we expect the oil and retail businesses to continue to benefit from resuming domestic 
demand and more inbound tourists in the coming months. As such, the EPS for the energy sector is set to contract by -
12.13% in 2023. 
 
The Commerce sector is the second largest constituent in the SET Index and is expected to continue its robust growth 
in 2023, contributed by its largest member, the CP All PLC whose EPS is set to grow by 38.9% in 2023. This sector will 
benefit from the reopening play as rising international tourist and recovery of domestic travelling will boost domestic 
consumption, especially in retail, convenience stores, and wholesale supermarkets. The estimated EPS for 2023 for the 
SET Commerce Index is expected to grow by 30.32%. 
 
The banking sector is forecasted to grow its earnings by 10.8% in 2023, thanks to a higher net interest margin 
contributed by the rising interest rate. With BOT continuing to face pressure from a weakening Baht and rising inflation, 
we expect the banking sector to experience higher growth moving into 2023. 
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The market bellwether for the year 2022’s outperformance was the transportation and logistics sector,  
which is on track to end the year with an astonishing 388% growth in EPS. The gain was nonetheless 
 led by its largest constituent (65.7% of the index), the Airport of Thailand (AOT) which was the main beneficiary of the 
lifting of international borders. With all inbound travellers expected to arrive in the country in the coming months, the 
EPS for the SET transportation sector is projected to grow by 29.22% in 2023. 
 
The agriculture business will be the dragger for the SET Index in 2023. The crop yields were severely affected by the 
extreme weather in 2022, causing floods in many areas in the country. As a result, the EPS for the SET Agribusiness 
Index is expected to contract by -86% in 2022, and we expect a slow recovery for the sector, with earnings estimate 
growth of 1.95% in 2023. 
 
The healthcare sector is expected to dull the performance of the SET Index due to the high base effect of the SET 
Healthcare Services Index. EPS for the index grew by 175.8% in 2021 and another 20% as of YTD and is expected to 
normalise in 2023 with a -12.14% decline. However, earnings is forecasted to remain above pre-pandemic levels as they 
are likely to benefit from recovery of medical tourism, as Thailand has ranked the world’s fifth most prominent market, 
according to the World Travel and Tourism Council. 
 
Table 1: 2023 forecasted earnings growth for each sector 
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Takeaway: Thailand's economic outlook does not appear  
promising, as major sources of economic growth are  
likely to experience turbulence. 
 
We remain our neutral stance on Thai equities as their economic outlook looks bleaker than most anticipate it to be, 
as some of the major sources of economic growth are likely to face turbulence in the months ahead as exports and 
tourism may not be able to live up to expectations as the global economy goes into a tailspin. 
 
Meanwhile, the sky-high inflation would also add pressure to the BOT’s monetary policy stance and slow economic 
growth. Valuation wise, the SET Index's earnings growth is estimated to be 5.06% in 2023 and 7.71% in 2024.  
 
Meanwhile, the SET Index is trading at a forward PE of 13.87 X based on the 2024 earnings, which is below the fair 
P/E of 15X of the market. This translates into an upside potential of 8.15% that is less attractive compared to other 
markets. Given the barely satisfactory upside potential, we maintain our 2.5 stars "Neutral" Star Rating on the market. 
Hence, investors could opt to allocate their investment to other countries that could provide a higher potential upside. 
Alternatively, if investors still wanted to have some exposure to the Thailand region, they could consider certain 
industries that are expected to experience further growth in 2023, such as the transportation and logistics sector and 
the commerce sector. 

 
Table 2: Valuation Table 
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Disclaimer 

  
This article is not to be construed as an offer or solicitation for the subscription, purchase or sale of any fund. No investment 
decision should be taken without first viewing a fund's prospectus, product highlight sheet (PHS), and if necessary, consulting with 
financial or other professional advisers. Any advice herein is made on a general basis and does not take into account the specific 
investment objectives of the specific person or group of persons. Amongst others, investors should consider the fees and charges 
involved. The relevant prospectuses have been registered and lodged with the Securities Commission. Past performance and any 
forecast are not necessarily indicative of the future or likely performance of the fund. The value of units and the income from them 
may fall as well as rise. Where a unit split/distribution is declared, investors are advised that following the issue of additional 
units/distribution, the NAV per unit will be reduced from pre-unit split NAV/cum-distribution NAV to post-unit split NAV/ex-
distribution NAV. Where a unit split is declared, investors should be highlighted of the fact that the value of their investment will 
remain unchanged after the distribution of the additional units. All applications for unit trusts must be made on the application 
form accompanying the prospectus. The prospectuses and PHS can be obtained from ifastcapital.com.my. Opinions expressed 
herein are subject to change without notice. Please read our disclaimer on the website. 
 
Investment involves risks. It is as likely that losses will be incurred rather than profit made as a result of buying and selling 
securities, commodities, foreign exchanges, derivatives or other investments. The price of a security may move up or down, and 
may become valueless. Past performance is not necessarily indicative of future performance. Foreign investments carry additional 
risks not generally associated with investments in the domestic market, including but not limited to adverse changes in currency 
rate, foreign laws and regulations. This document does not and is not intended to identify any or all of the risks that may be involved 
in the securities or investments referred to herein. Investors should read and fully under-stand all the offering documents relating 
to such securities or investments and all the risk disclosure statements and risk warnings therein before making any investment 
decisions. 
 
The securities, commodities, foreign exchanges, derivatives or investments referred to in this document may not be suita-ble for 
all investors. No consideration has been given to any particular investment objectives or experience, financial situa-tion or other 
needs of any recipient. Accordingly, no representation or recommendation is made and no liability is accept-ed with regard to the 
suitability or appropriateness of any of the securities and/or investments referred to herein for any particular person's 
circumstances. Investors should understand the nature and risks of the relevant product and make in-vestment decision(s) based 
on his/her own financial situation, investment objectives and experiences, willingness and abil-ity to bear risks and specific needs; 
and if necessary, should seek independent professional advice before making any in-vestment decision(s). This document is not 
intended to provide any professional advice and should not be relied upon in that regard.  

 


