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overview

Thai l andds dependence on external de ma
but a second engine of growth is needed for sustained long-term growth.

AThe Thai economy has been running on one engine: external
demand

AGood news: engine working well thanks to continued recovery in
global economy (with help from China)

AEffects of the political crisis on GDP largely offset by external
demand, but social impact likely greater

ANot-so-good news: high vulnerability to external shocks (Greece?)
and below-potential growth in 2011 due to unfinished recovery in
advanced economies and continued uncertainty at home
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1. running on one engine

Thai | an dtérsr gnowtlanremains driven by three sectors linked to

external demand: manufacturing, logistics and tourism
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1. running on one engine

The global financial crisis exposed the risks of relying on one engine:
when the external fuel is cut, the economy falls.
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1. running on one engine

But once the fuel started flowing again, the economy returned to its

previous oflight patho.
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1. running on one engine

About 80 percentof Thai | anddés export growth
from East Asia, mostly due to restocking in global supply chains.
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1. running on one engine

The electronics sector has been a key contributor to the recovery.
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1. running on one engine

On the demand side, inventory restocking i following massive
drawdowns in 2009 T has made a large contribution in the first quarter,
but may have run its course.
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1. running on one engine: impact of recent political turmoil

Because the economy is driven primarily by external conditions, GDP
should expand in 2010 despite negative impact the political crisis, but
GDP likely understates social impact.

AAs of March, forecast growth of 6.2 percent for 2010

APerformance of economy in the first quarter may have raised forecast
closer to 7 percent

Almpact of the political crisis on tourism, domestic demand likely erase
these gains

AOverall, growth expected to come at 6.1 percent as better-than-
expected first quarter performance is offset by political crisis

AHowever, impact on GDP may understate social impact, as relatively

more workers in affected sectors
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1. running on one engine

The manufacturing-for-exports sector (39 percent of GDP) was largely
undisrupted by the crisis and performed well in other political events.
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1. running on one engine

The events in April and May are likely to have an impact on tourism (8 pct
of GDP) for at least another two quarters.
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1. running on one engine

Household consumption posted solid gains in the first quarter, but
consumer confidence and other consumption indicators declined sharply
in April.
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1. running on one engine

The resilience of the overall GDP to the political turmoil does not
translate into limited social impact given the large number of workers in
affected sectors.

Labor force by sector of employment
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1. running on one engine

The limited reaction from financial markets confirms the solid financial
position of Thai economy and likely limited overall impact on GDP.
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1. running on one engine

Current account surpluses support a st
moneyo6 portfolio flows have been | i mit
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1. running on one engine

Inflation has risen from negative readings in 2009, but remains below
(already low) historical levels.

BoT Inflation
Target

Source: Ministry of Commerce, World Bank Staff Calculations
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