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STRATEGY - THAILAND
Upbeat Economy Fuels 2H24 Growth

Tourism is still Thailand’s key growth engine while the economy should have a rosy TOP PICKS
outlook for 2H24 given accelerating budget disbursement and stimulus programmes Share Price Target Upside/
such as a minimum wage hike and digital wallet. Also, the weakening exchange rate  Company 13 June 23 Price (Downside)
would benefit both exports and the service sector. Moreover, farm income could rise (Bt) (BY) to TP (%)
significantly due to a transition from El Nifio to La Nifia. We are positive on the 2H24  ADVANC 209.00 262.00 25.36
equity outlook with our SET Index target at 1,585. Our top picks are ADVANC, BSRC, :?(RBC 292-3;’0 ;ggg gégi
BTG, CK, CPALL, CPF, KBANK, MTC, OSP, SCGP, TIDLOR and TU. oK 2150 2650 2326
o Improving 2024 GDP driven by growing tourist arrivals, resumption of government CPALL 96.00 84.00 50.00
spending and recovery in exports. Thailand's tourism sector is poised for a significant EEKNK 12229'2000 125610% ;jgg
rebound. Thailand’s GDP is forecasted to be between 2.4% and 2.6% in 2024, based on the MiTC “ '00 5 '00 29'55
estimates of key government agencies. The recovery in GDP from just 1.9% in 2023 is osp 2250 30.00 33.93
expected to be mainly due to a turnaround in government spending and exports. SCGP 33.50 38.00 13.43
e Accelerated disbursement to boost economy in 2H24. The government's investment  TIDLOR 19.00 30.00 57.89
expenses are set to accelerate significantly following the passing of the fiscal annual budget TV 1560 20.00 28.21
in late-Apr 24. In the years 2017-19, the investment expense disbursed for the first seven ~ Source: UOB Kay Hian
monthg of .the year deviated from the.normal timeline, thus the disbursement for the SECTOR RATINGS
remaining fl\{e f|§0a| months this year might accelerate further and boost the economy in ¢, UOBKH Rating
2H24, especially in 3Q24. Banking OVERWEIGHT
o Digital wallet to ignite both economy and equity market. We are positive on the  construction Services OVERWEIGHT
government.’s digital waIIet. project as: a) the stimu'lus is sizeable at Bt§00b, equivalent to ¢ ionics MARKET WEIGHT
7.8% of private consumption and 15.7% of the fiscal budget; b) Thailand Development Eneray & Petrochemical MARKET WEIGHT
Research Institute and Bank of Thailand expect it to enhance GDP growth by 0.5% and ~ -'c'% & Fetociemca
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« Transition from El Nifio to La Nifia could provide significant upside to farm income. o€ MARKET WEIGHT
Thailand’s farm income is recovering despite being hit by a drought. Our study shows  Industrial Estate OVERWEIGHT
significant upswing potential in farm income for 2025 due to lowering ocean temperatures,  Property MARKET WEIGHT
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earnings turnaround for the food sector. Transport MARKET WEIGHT
o SET target of 1,585 for 2024. Our SET index target of 1,585 for 2024 was derived from iities OVERWEIGHT
EPS of Bt99 and forward PE of 16.0x. Source: UOB Kay Hian
e Risks. a) High levels of household debt limiting purchasing power, b) a rapid minimum wage
hike impacting costs, and c) political uncertainties causing a delay in some stimulus and ANALYST(S)
measures. Kitpon Praipaisarnkit
¢ OVERWEIGHT mostly on consumption- and economy-related stocks. Our investment ;$6§n659§b1k5a4 hian.co.th
themes focus on: a) upbeat economic outlook, b) resumption of government spending, and ftpon@u yhian.co.
c) beneficiaries from La Nifa (rising farm income), and d) return of LTF. We are ASSISTANT ANALYST(S)
OXIERWEIGHT on banking, construction services, finance, food, industrial estate, retail and kit Tanarattananon
utilities.
Natthida Chuayson
e Top picks are ADVANC, BSRC, BTG, CK, CPALL, CPF, KBANK, MTC, OSP, SCGP, ysong
TIDLOR and TU. Tanapon Cholkadidamrongkul
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Advanced Info Service ADVANC TB BUY 209.00 262.00 25.36 17,253 212 19.3 18.1 9.5 2.0 6.1 3.7 331
Bangchak Sriracha BSRC TB BUY 9.30 15.00 61.29 893 15.0 7.0 5.6 113.8 0.1 11 7.0 15.7
Betagro BTG TB BUY 22.40 27.00 20.54 1,203 na. 141 121 319.2 0.0 15 2.1 115
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Muangthai Capital MTC TB BUY 44.00 57.00 29.55 2,589 19.0 147 117 29.0 0.5 25 1.0 18.3
Osotspa OSP TB BUY 22.50 30.00 33.33 1,876 28.1 235 217 19.6 1.2 41 38 17.2
Scg Packaging SCGP TB BUY 33.50 38.00 13.43 3,991 214 252 232 8.9 2.8 2.2 1.8 8.9
Ngern Tid Lor TIDLOR TB BUY 19.00 30.00 57.89 1,482 135 116 8.4 16.5 0.7 1.6 17 14.6
Thai Union Group TUTB BUY 15.60 20.00 28.21 2,016 na. 111 104 147.0 0.1 1.2 5.0 9.7
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Improving 2024 GDP driven by resumption of government spending and recovery of
exports. GDP is estimated at 2.4-2.6% in 2024, based on forecasts by key government
agencies. The recovery from just 1.9% in 2023 is expected to be mainly due to a turnaround
in government spending and exports. Private consumption is expected to stay strong, with
the street’s 2024 projections ranging from 3.5% to 7.1% and a potential to grow to 3.9% by
2025, indicating solid consumer confidence. Notably, government spending and investment,
which declined in 2023, are projected to turn positive in 2024, with spending growing 1.7-
3.5%, and investment rebounding to 0.6-1.0%. Exports are set to recover, with growth
projected at 2.0-4.0% in 2024 and improving to 2.8% in 2025. The current account balance
is expected to stabilise at around 1.2% of GDP, reflecting the stable recovery of both trade
and services.

International tourist arrivals still the key growth engine for service sector. Thailand's
tourism sector is poised to make a significant rebound and drive strong economic growth,
especially consumption and the service sector. For 5M24, international tourist arrivals grew
more than 25% yoy, approaching the pre-COVID level seen in 2019. The tourism industry is
experiencing a robust recovery, fuelled by a series of proactive measures implemented by
the Thai government. These measures include expanding visa-free entry to 93 countries,
introducing a new "Destination Thailand Visa" for remote workers, and extending the post-
graduation stay period for international students. These initiatives are expected to attract
more tourists, skilled professionals and graduate students who can contribute significantly to
Thailand's economic growth and tourism sector.

Accelerated disbursement would be a good tailwind for economy in 2H24. Although
regular expense (70% of annual budget) was spent at the normal rate, investment expense
(20%) was disbursed at a slower-than-normal pace.

Thailand's farm income on recovery trajectory; transition from El Nifio to La Nifa
could provide significant lift to farm income. Though Thailand’s agricultural production
shrank due to the drought situation or El Nifio, favourable agricultural prices could offset the
decline in production, resulting in higher farm income. The recovery in farm income is a
critical factor for enhancing the purchasing power of rural households, as it can subsequently
stimulate broader economic activity through increased spending. Moreover, according to
data collected since 2006, the correlation between Thailand's farm income and the Oceanic
Nifio Index (ONI) reveals that farm income tends to rise when ocean temperatures decrease
in the transition from EI Nifio to La Nifia. This inverse relationship indicates that cooler ocean
temperatures, associated with La Nifia, create more favourable conditions for agricultural
productivity in Thailand. Historically, these periods have seen a surge in farm income,
presenting a significant opportunity for the Thai agricultural and food sectors to capitalise on
improved climatic conditions.

Digital wallet to ignite both economy and stock market. Thailand's economic landscape
has faced many challenges in recent years, marked by a sluggish GDP growth and high
household debt levels (91% as of 2023) that impacted consumption. To address these
issues, the government has introduced a landmark digital wallet initiative. This programme
aims to support economic activity by providing direct financial assistance to eligible citizens,
funded through a combination of government budgets. We are positive on the project as: a)
the stimulus is sizeable at Bt500b, equivalent to 7.8% of private consumption and 15.7% of
the fiscal budget; b) it can enhance GDP growth by 0.5% and 0.6%, as forecasted by
Thailand Development Research Institute and Bank of Thailand respectively; c) retail and
food is the prime beneficiary, especially stocks which are direct beneficiaries of the money
to be injected into the economy, such as CPALL, CPAXT (Not rated), BJC, CBG and OSP.

Thailand a beneficiary of trade war. The ongoing trade war between the US and China
has created significant opportunities for Thailand, positioning the country as a key
beneficiary. US imports from China have decreased across various product categories, while
imports from Thailand have shown a marked increase. This shift is particularly evident in
sectors such as semiconductors, electronic integrated circuits, air conditioning, and
automatic data processing machines.

Maintain our contrarian view on weakening baht; outflow could continue until policy
rate gap between US and Thailand narrows. Despite the street expecting the dollar to.
reach its peak, in line with the peak US policy rate which will allow the baht and other
currencies to strengthen, we have a contrarian view and foresee a baht depreciation for the
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GDP GROWTH IN 2024

2021
Actual _Actual _Actual _NESDC__MOF

2022 2023 2024

Actual/Forecast by:
GDP (%) K 2.6 1.9 25 2.4

Private consumption 0.6 6.3 7.1 G o 5G] 29
Government spending 3.7 0.2
Private investment 3.0 51 3.2 3.2 3.7 33 32

BOT

-4.6 17 19 18 33

Government investing 3.4 -4.9 -4.6 -1.8 0.6 1.0 5.0
Export (%) 19.2 5.4 177 20 4.0 2.0 28
Inflation (%) 12 6.1 1.2 0.6 0.6 0.6 13
Current account (% GDP) -2.0 -3.2 1.3 1.2 1.8 1.2

Current account (bn USD) -10.3 -15.7 7.0

International tourists (mn) 0.4 1.2

Source: BOT, UOB Kay Hian

INTERNATIONAL TOURIST ARRIVALS SLOWED
DOWN, BUT STILL GROWING MORE THAN 25%
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next 6-9 months. The wide policy rate gap between the two economies may exert fund
outflow pressure on Thailand’s equity and fixed income markets, resulting in a weaker baht.
Based on the lesson learned in 2000-01, the baht could depreciate until the policy rate gap is
reduced by Fed Fund rate cuts. Our strategy is to focus on direct beneficiaries (electronics
and food) and indirect beneficiaries (healthcare and tourism).

Foreign investors still buying in selected sectors despite being net sellers. In 2024,
despite foreign investors being net sellers of Thai equities, as indicated by the significant net
outflow of Bt82,160m by end-May 24, there has been selective buying in certain sectors.
Analysis of sector-specific foreign ownership data reveals that sectors such as agriculture,
automobile, commerce, consumer staples, healthcare, and information and communication
technology (ICT) have experienced growing foreign ownership. For example, the healthcare
sector has 31.3% foreign ownership in Jun 24, reflecting a ytd rise of 1.1%, while the
commerce sector has 20.2% foreign ownership in the same month, representing a ytd rise of
0.1% (but up rapidly by 0.8% from just 19.4% in Mar 24). Similarly, the ICT sector has
maintained strong foreign interest with ownership at 37.4% in Jun 24, showing a ytd rise of
2.3%. This selective buying shows that Thai equities are still appealing, even amid the
overall market volatility and broader selling pressures.

Potential earnings upgrade for next 6-12 months. The recent data on Thai equities
indicates a potential shift towards an earnings upgrade cycle, which could serve as a
significant catalyst for a stronger market performance. Over the past 18 months, the SET
Index's EPS has been in a downgrade cycle, as EPS was downgraded to Bt97.36 (as of 14
Mar 24) from Bt110.3934 (as of 19 Sep 22), based on Bloomberg consensus. However,
recent trends suggest a pivotal change as EPS has climbed in the past three months to
98.55 (as of 7 Jun 24). As the economy is supposed to receive a boost from expedited
disbursement and stimulus in 2H24, we foresee the SET Index’s EPS riding on an upward
earnings revision cycle for the next 6-12 months.

Constitutional court trial of the prime minister might be an overhang but could
provide a buying opportunity in June. The Constitutional Court has accepted a petition
filed by 40 senators seeking to oust Prime Minister Srettha who had appointed a minister
with a prison record. The potential removal of the Prime Minister could have significant
repercussions for the Thai economy, particularly in 2H24, as it might delay the
implementation of the digital wallet programme. However, we believe the trial will not change
the political landscape given that it has limited impact.

SET target of 1,585 for 2024. Our SET target index for 2024 was derived from EPS of Bt99,
and forward PE of 16.0x.

Investment themes. Our investment themes focus on: a) upbeat economic outlook, b)
resumption of government spending, c) beneficiaries of La Nifia (rising farm income) and
d) return of long term investment fund (LTF). We are optimistic on the upbeat outlook for
the economy in 2H24, driven by a strong recovery in tourism, expedited budget
disbursement, and the digital wallet programme which is positive to retail and food. Our
study shows that the past huge minimum wage hike (from Bt150 to Bt300 as at Apr 12) was
a positive catalyst for commerce, food and banking, especially in the first six months. The
resumption of government spending would be a boon to construction services and small
ICTs (which are not under our coverage). As for exchange rate beneficiaries, we reaffirm our
view that the baht could still depreciate against the greenback until the US-Thai policy rate
gap is narrow. We like the food sector as we foresee an earnings turnaround driven by rising
farm income due to the transition from El Nifio to La Nifia. As for the return of LTF, we
believe the tax-saving benefits of LTF will have a positive impact on large-cap stocks. We
favour the banking and ICT sectors as potential beneficiaries of the anticipated economic
and consumption recovery.

Top picks are ADVANC, BSRC, BTG, CK, CPALL, CPF, KBANK, MTC, OSP, SCGP,
TIDLOR and TU.
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FOREIGN INVESTORS SELECTIVE BUY DESPITE
BEING A NET SELLERS
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