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Thailand Economic Monitor: Executive Summary

Recent developments show that unemployment has fallen from 5.0 percent (recorded in
the May survey) to 3.4 percent of the current labor force, or from

* On December 1, the government announced the Sixth Letter of 1.6 million to 1 .1 million. The decline in unemployment can be
Intent under the IMF program. The LOI contains fiscal policy explained by two factors: (i) seasonal employment; (ii)
measures to stimulate economic recovery in 1999 and to alleviate underemployment (people working less than 20 hours a week) has
the impact of the crisis on the most vulnerable groups of society. risen from 363,000 to 938,000 during the same period.
The public sector deficit will be widened to 5 percent of GDP by
increasing central government spending, which will be foreign- * The Government and the World Bank are holding negotiations
financed. on the second $600 million Economic and Financial Adjustment

Loan (EFALII), which will he co-financed by Japan.
* The results of the FRA auction of December 15 were below
expectations. Twelve bids were submitted covering 39 loan * Financial support for Thailand as a part of Japan's planned $30
tranches, out of a total of 45. The FRA has announced that 9 billion Miyazawa Initiative for the region is likely to amount to
tranches have been sold, covering 8 percent of the total portfolio $1,850 million. This will cover funding from JEXIM for a loan for
auctioned. The sale of a further four tranches is under negotiations. manufacturing sector support and EFALII, as well as OECF
The remaining bids have been rejected by the FRA board. support for an Economic Recovery and Social Sector Program

Loan and an Agricultural Sector Program Loan. In addition, a trade
* Siam Commercial Bank (SCB) is preparing to seek at least B insurance facility of about $500 million is being considered.
22 billion in new capital under the Tier-I official August Banking
Restructuring scheme. The bank had previously joined the Tier-2 * To improve legal provisions and regulations for supervision,
scheme. the BOT is in the process of reviewing the legal and regulatory

framework for commercial banks and finance companies. Based on
* The stock market index has lost ground again in recent weeks, this review, MOF and BOT will present to the Cabinet a new
as investors responded to uncertainty over the delay in Financial Institutions law in the first quarter of 1999.
parliamentary approval of the foreclosure and bankruptcy laws.

* Assessment. The economy is still in the midst of a recession,
* On December 8, PM Chuan (Leekpai) defended the key reform with net exports as the only positive expenditure component of
bills currently being debated in Parliament before a gathering of GDP during 1998. The prospects for growth in 1999 looked dim
foreign journalists. This was followed the next day by a televised until one month ago but there are increasingly encouraging signs.
question-and-answering session. The campaign is intended to put The large fiscal stimulus package, lower interest rates and exchange
pressure on Thailand's upper house, the Senate, to approve the rate stability provide the basis for a cautious optimism. The
bills. Chuan's coalition has a majority in the lower house, but has combined effect of increased deficit spending, increasingly
less influence in the Senate, which is not elected. The bankruptcy supportive monetary policy, and overall macroeconomic stability
and foreclosure legislation and the Corporatization Law are reflected in the strengthening baht and rising stock prices will
expected to be adopted in this parliamentary session. trigger positive growth in private consumption in the latter part of

* There are increasing signs that manufacturing production is 1999. Thus, the Govemment and the IMF expect growth to be
bottoming out. The manufacturing production index declined by 5.4 modest for all of 1999, around 1 percent.
percent year-on-year in October, from declines of 8.9 percent in * However, the risk of external shocks and the debt overhang are
September and 10.4 percent in August. Capacity utilization rose in still threatening the recovery process and structural reforms remain
October but remains low at 52 percent. The 12-months moving a priority to provide the basis for sustained growth. Without
average of BOT's private investment index declined by a record 22 progress in corporate and financial sector restnucturing, the B 75
percent. billion additional government spending will have a limited effect in

* Consumer prices continued to fall for a third month in jump starting the economy. Moreover, major progress in the
November. Price pressures were contained by sluggish domestic restructuring process will require the adoption of effective
demand and the stronger baht which lowered prices of imported bankruptcy and foreclosure legislation.
goods such as oil and grain. The CPI inflation rate slowed to 4.7 %
in November, the lowest since June 1997.

* Preliminary unemployment numbers from the August rotmd of
the Labor Force Survey conducted by the National Statistics Office

The views expressed in the ThailandEconomic Monitor are entirely those of the authors and should not be cited without prior pe-mission7. They do
not necessarily represent the view of the World Bank, its Executive Directors, or the countries they represent. The material contained herein has
been obtainedfrom sources believed reliable but is not necessarily complete and cannot be guaranteed.
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... but excess capacity means little new investment.
ECONOMIC AciIViix

Scme signs ojf stabilization in private
Sings of bottoming out are become more visible... investmem. The 12-months moving average of BOT's

private investment index contracted by 22.2 percent,
Consolidation in the manufacturing sector. the largesi contraction ever (Figure 3). However, key

The large contraction in the manufacturing sector components of the index such as domestic cement
during the second half of 1997 has slowed down consumption and galvanized iron sheet sales have
considerably in recent months (Figure 1). In October increased slightly since April. The large amount of
1998 the manufacturing index rose slightly compared excess capacity suggests that private investment is
with September. Manufacturing production declined unlikely to grow in 1999. The sixth LOI assumes a
by only 5.4 percent year-on-year, compared with 8.9 contraction of private investment by 14.8 percent in
percent in September. 1999.

Figure 1: Manufacturing production index Figure 3: Private investment index
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Capacity, utilization improved slightly in Q z o z
October. The large contraction in the manufacturing
sector is clearly reflected in the capacity utilization
figures. On average, manufacturing firms reported that Domestic consumption has stabilized...
they were only using 52 percent of their total capacity
in October, up from 49 percent in September (Figure Tne decline in domestic demand is bottoming
2). The low capacity utilization also means that if out. Key indicators of domestic consumption continue
exports starts rising, Thai firms have plenty of to confirm that the decline in consumption is
capacity to meet the increased demand. decelerating. Real retail sales have reached a much

lower level than in 1997 but the sharp drop seems to

utilization have been halted (Figurc 4). This year, the usual surge
in retail sales during the summer months did not take
place, as was the case in 1997. It remains to be seen
whether the large influx of tourists and the hosting of

120 the Asian games from December 6-20, will fuel the

100 , usual end-of-year shopping spree.

80 , ,> , ., ,,. \ _ ... and is showing some signs of improvement.

60 - N

40 - Manufacturing production index Weak signs of recovery in domestic demand.
Sales of passenger car sales are showing signs of
recovery after the collapse in demand during the past

0- eighteen. Sales were boosted by 4.6% in November
compared to a year ago, building on a 0.2% increase

'7 A in October. This year, the average monthly car sales

reached 3,635 compared with 14,628 in the first half
of 1997 (Figure 5). Sales of motorcycles are still
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declining (averaging 42,401 this year compared to Figure 7: Imports of consumer goods (volume
97,494 in the first half of 1997) but sales of beer are index, 1995=100)
higher than ever.

120
Figure 4: Real retail sales index (1993=100) 100
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Real estate faces substantial losses.

Figure 5: Passenger car sales Vacancy rates are rising and prices are
(seasonally adjusted) gradually adjusting downwards. Several large

construction projects have been postponed or
18,000 cancelled and few real estate sales are -taking place. In
16,000 the third quarter, vacancy rates in the office market

-~14,000

rose slightly to 28.7 percent in the office market as
additional space was added to the market. In the

9 8,000H \ markets for office space, condos, and retail space,
6,000 capital values and rentals have fallen su6stantially
a 4,000 1 since June 1997 but few sales are taking place.
2,0oo 

000 __ Figure 8: Average rentals and capital values of
.:r e, - -, -E cr, e' -e' e, ch 0> high class condominiums (US$ Terms)
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Figure 6: Household electricity consumption \ 100
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Source: Jones Lang Wotton

1,100-
Vacant office space in Bangkok is expected to

1,000 v } increase to 40 percent in the second half of the year.
C) a-N P. 0 a-, ON i) e;, P. P P. At the end of April, the average vacancy rate in

a, a, a, a, Bangkok's central business district was 22 percent,
compared with 11 percent in Kuala Lumpur and 4
percent in Manila.
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Inflation has fallen to pre-crisis levels. Figure 10: Stock market index (end of month)

Consumer price inflation in November was 000 -

reduiced for the third month in a row. The CPI 700

inflation rate slowed to 4.7 percent in November, the 600
lowest since June 1997 (Figure 9). The reduced price 500

pressure largely reflects the large slump in domestic 400

demand. In addition, the reduced inflation in
November can be attributed to the stronger baht which 300

lowered prices of imported goods such as oil and 200+

grain. Since July, annual CPI inflation has fallen by 100
more than 5 percent. Wholesale price inflation had 0-- -- -

initially surged ahead during the crisis and reduced
retail margins, but has now fallen by more than 16 s a z a z
percent during the same period. The Government now
predicts average inflation of about 8 percent this year.
For next year, the latest estimate puts inflation at 2.5 EXTERNAL SECTOR
to 3.5 percent.

Figure 9: Changes in prices Exports volumes continue to grow but at a lower
pace...

25 - -CPI

-. Wholesale Growth of export volumes is slowing down.
20 pnices .2~ ' . ,.- =- -The volume of exports grew by only 2.5 percent year-
2 15_ :" '-, on-year in September, and 1.9 percent in August,

compared to a monthly average of 12 percent prior to
lo 10 August. The slowdown in year-on-year growth rates is

> ~~~~~~~~~~~~partly a result of a base effect, since August and
- 5- \ September 1998 numbers are now being compared

with months in 1997 where exports were already0 -. pt a rsl o a b
growing rapidly (Figure 11). In US dollar terms,

-5 exports were still declining in September (-10.3
1,' 1= 1 71 1>' 1o 1 D A 'percent, year-on-year) as a result of falling export unit

a: a e ° :, v e - e c prices. Export prices have fallen continuously since
January 15198 but seem to have stabilized in recent
months. Preliminary numbers for October suggest that

The stock market reacts to delays in passing key exports continued to contract by 12.5 percent in US
reform bills. dollar terms year-on-year. The large decline in US

dollar term.s suggests that volumes have slowed down
Thai stocks fell after the release of the Sixth further.

LOI. Thai stocks came under pressure as investors
reacted to uncertainty over the Government's resolve Despite the slowdown in overall volume
to obtain parliamentary approval for key foreclosure growth, exports of industrial products are still
and bankruptcy legislation. On December 16, the SET performing well. In September, export volumes of
was at 349, down from 373 on November 29, 1998. high-technology products expanded by 12 percent
Local investors have described the last months' year-on-year. However, as world market prices have
rebound in Thai stocks, with financial and banking dropped significantly, their export value in US dollar
assets leading the rally, as a speculative response to terms remained close to the level recorded last year.
the perceived return of investor confidence.
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Figure 11: Export volume index (1995=100)
...and imports are picking up in line with the

115 stronger baht.
110
105 / \ / -- -Imports of raw materials are growing. The
105 y \- V- h value of imports decreased by 32.3 percent in
100 -
95 / - September from the same period last year. Unit prices

*1 95 t /7i-- - -As dropped by 10 percent and volumes contracted by
> 90 > \ 1 \ <X> 24.8 percent. The value of imports dropped in almost
8 s5 \./ every category with the exception of certain raw
80 - 1996 materials. Since February, the volume of imports of
75 1998 raw materials have been steadily growing.

70
U s W > >> : ~ m ; s > Figure 13: Changes in imports

Imports of goods, cif

Figure 12: Changes in exports 10 ITMrt volue
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Figure 14: Percentage changes in volume of

Export volume growth has been disappointing imports
given the size of the devaluation. As expected, the Consumer Goods
large devaluation in July last year sent export volumes 20 --- Intermediate & Raw Materials
soaring. From July 1997-July 1998, export volumes 4 -o Capital Goods
grew on average 13.7 percent per month. However, _ _ A_A
this expansion has been disappointing given the size
of the devaluation. A 40 percent depreciation should
have increased export volumes by 20 to 30 percent
based on typical elasticities.! A key explanation for
the disappointing performance is that Thailand exports a40
more than 40 percent to the crisis-hit region. The lack 5 N N N N N O O oo

of credit has been an obstacle to export recovery i U vM
although the drop in demand has been singled out as a
key factor.2
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The large current account surpluses have brought American and Japanese investors have been more
stability.., cautious.

The import compression has generated a Figure 16: FDI by country
surplus of US$ 9 billion in the trade balance during 1600

January-October. The large inflow of tourists and the
large decline of outbound tourism contributed to a I * 1997
comfortable surplus on the services account. Thus, the 1200 - 1 Jan-Aug 1998

current account is expected to generate a surplus of l000
$13.5 billion in 1998, or 11 percent of GDP, a large b
turn-around from the US$ 3 billion deficit in 1997 and
US$ 14.4 billion deficit in 1996.

400

Figure 15: Current account to GDP ratio 000

12

10- ¢

8 - 4
6 

24 A Where is foreign investment going? By
% 2 1 1 | August, FDI hadnearly surpassed FDI for all of 1997.
e ° - r - * * * * | Fewer investment commitments have been registered

-2 in real estate, trade, financial institutions, and
-4 - industry, while the fastest growing category is in
-6 I-ll!" "other" sectors.

Figure 17: FDI by sector

...capital inflows are returning... 1600

1400- 1997p
Capital flows are still pouring out of the 1200- U Jan-Aug 1998

banking sector but massive inflows have entered the -

non-banking sector. In September, capital outflows
from commercial banks amounted to US$ 700 million 800 -

and US$ 200 million from BIB3Fs. In the non-banking ~ 600 -

sector, foreign direct investment is still rising. During 400

the first nine months of 1998, foreign direct 200 E

investment (FDI) totaled US$ 4.1 billion and iso-E 1lil,Ll
expected to reach US$ 5.3 billion by the end of the
year. Including bank recapitalization, which the BOT - *2 .c X
categorizes as a banking capital inflow, FDI will total E o 
more than USS 7 billion this year. ...leadiing to a build-up of foreign reserves.

FDI from Europe is rising rapidly while the
US share is declining. FDI from the EU has been the .4s a result of the large current account

fasestgrwin caegry,wit ffe uroea contres surpluses,s foreign reserves are growving. Onf5tust growing catcgory, with fiyc Europeanl countrics December 4, gross foreign reserves totaled UM 29.2
(UK, Belgium, the Netherlands, Germany and France) billion, up from US$ 28.7 billion on November 6.
accounting for approximately 23 percent of the total There is no official numbers for net reserves but the
FDI that flowed into Thailand from January to
August. One quarter of the FDI from the EU occurred at the beginning Of cthat its total forward obligatons
in August, with the Netherlands committing to total The begri of 199 hamonteduto un1ilion.
investments of US$ 155 million (81 percent of EDT ThiS year, the BOT has been gradually unwindinginvestment of US$ Augus. FDIlion A N prcontrics,DI these obligations to US$ 7.5 billion on December 4,
from EU in August). FDI from ASEAN countries, 1998.
especially Malaysia and Singapore, has also risen.
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Figure 1 (. Cross ofici'al reserves this fiscal year.3 Several existing projects will receive
additional funding, including job creation and labor-

35- intensive work fare projects envisioned to create at
30 - least 200,000 new jobs. Moreover, responding to a

rise in the dropout rate of students, the government
25 has allocated additional funds for the secondary

69 ~~~~~~~~~~~~~~~eJucation toan programn. The extent of the
E20 - Net forward obligation -O oss reserves edcto lanpgrm Th exnt fte20 - EMENetiorwardobligation -Grossreserves supplementary fiscal stimulus was determined in

consultation with the IMF at the end of November andl there is an expected lag in expenditures until February

s | | | S | | | 11 11 | | il 11 The government spent more than 100 billion

oIIIIIIII!Iu u. 4 October for the fifth consecutive month, reflecting its
resolve to tackle institutional obstacles to augment
spending. In October, expenditures were substantially
lower than in September at B 70.7 billion while

MACROECONOMIC POLICIES revenues totaled B 47.4 billion. The government's
cash balance recorded a deficit of 18.8 billion baht.

The fiscal deficit is widened to support recovery...
a..nd there is room for a more accommodating

A larger jiscal stimulus will play a key role in monetary policy.
the governmetnt's recovery plan. Under the Sixth
Letter of Intent (LOI), the fiscal deficit will be With inflation below pre-crisis levels and the
widened to 5 percent of GDP (excluding interest cost baht strengthening despite failing interest rates, there
of financial sector restructuring), from a deficit of 3 is room for a more relaxed monetary policy. BOT has
percent in the Fifth LOT. The deficit will be increased announced that its more relaxed monetary policy
by allowing the central government to spend an stance is aimed at facilitating economic recovery. I -
additional B 75 billion (1.5 percent of GDP) which day and 7-day repurchase rates have fallen to 4
will be foreign-financed (through the World Bank, percent while lending rates have fallen to 11.50-12.75
ADB, OECF and JEXIM). The remaining 0.5 percent percent. Lending rates are expected to fall even further
of GDP deficit is a result of a downward adjustment in by the end of the year. Despite falling lending rates,
expected revenues. commercial bank credit (including BIBF) contracted

by 4.3 percent year-on-year in October (+4.2 percent
when BIBF credit is excluded).

1 998/99e
1997/98e- 5th 6t In October, the monetary base expanded by

LOI LOI 1.5 percent from the same period last year following
(percent of GDP) the expansion of credit to the public sector. Narrow

Central government balance -2.4 -1.0 -3.0
Local government 0.0 0.0 0.0 money (MI) increased slightly from the previous
State-owned enterprises -0.7 -2.0 -2.0 month, but decreased by 3.9 percent dluring thei bamv
Public sector deficit -3.1 -3.0 -5.0 period last year. Broad money (M2) increased by 11.2

Interest cost of financial sector 3.0 4.0 3.0 percent year-on-year in line with the expansion of
restructuring commercial bank deposits, and credit to the public

sector.
Public sector deficit (inel. Interest cost -6.1 -7.0 -8.0
of financial sector restructuring)

Source: 5 th and 6th Letter of Intent

The bulk of the additional spending of B 75
billion will be used to cushion the social impact of the
crisis, in addition to the B 825 billion budgeted for
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Commercial banks are cautious ahout Figure 2,0: Spread between lending and deposit
expanding credit to the private sector. Weighted down rates
by an estimated non-perfonning portfolio of 40
percent of outstanding loans, commercial banks' 8

credit to the private sector declined further in October 7

(Figure 22). In real terms, private credit contracted by
9.7 percent in October when compared with October 6 t-

last year. In nominal terms (and when BIBFs are 5 t

excluded), private credit still expanded by 4.2 percent,
down from 6.1 percent in September and 7.3 percent 4 -

in August. 3

Figure 19: Money market rates 2

(1-day and 1-month repurchase rates, daily
average) l- 

o-
25T o c 0% Oa

20t *~~~~~~~~~~ ./ V. > >0

v0 \Figure 21: Real lending rate4

S T ------ I day RJP9
I month R/P
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e N N N t : - ew't;t 

5

4

Increased spread between lending and deposit 3

rates. The spread between the minimum lending rate 2

and a weighted deposit rate has widened from 5-5.5 1
percent in August to more than 7 percent in September o N 0 0 00 -i

and October. Banks are reported to use the widened ' ~ ' ~ > > C > G, C h

spread as an easy way to recapitalize rather than .,
entering the government recapitalization schemes
involving new management and dilution of ownership. Figure 22: Commercial bank real private credit

growth (incl. BIBF)

20

10

It o
0

0

-15
, N N N N N 00 00 00 0 0
0% 0% 0 0 c, 0% 0 % 0% 0% 



Thailand Economic Monitor - 10 -

Figure 23: Exchange rates PERCEPTIONS OF THAILAND

BAHT/$US Index Thailand's sovereign rating remains

° -Nomn-al ------ Real 120 impaired...

10 ion Credit rating agencies continue to watch

20 ' - ' - .- - 80 Thailand with caution, particularly with respect to
domestic banks (Table 11). Moody's Investors Service

30 60 rates the issue of the recent $300 million EGAT bonds

40 _ 40 at A3 and Standard and Poor's at A-minus, three
notches higher than the BBB-minus r ating S&P

50 20 assigns Thai sovereign debt. The EGAT issue

60i 0 received a higher issue than the sovereign debt due the
l D? m~ 1~1 Ol >1 o? r1 £,,,a C? BIT m1 a1 1~1 CI World Bank's AAA partial credit guarantee of the

< LO c or < E - ' Cl U principal payments and a single rolling coupon
payment. The EGAT issue was priced on October 6 at
287.5 basis points above equivalent US treasuries.

Further baht strengthening raises competitiveness
concerns ... and the risk premium for Thailand has been

declining fast.
In November, the Thai baht appreciated by 5

percent from the previous month, averaging baht Sovereign bond spreads declined by 50
38.35 to the US dollar. The baht has been appreciating percent in November. After peaking around 800 basis
for three consecutive months and strengthened further points during the Russia crisis, Thai spreads over US
in the first two weeks of December to 35.97. The treasuries have declined substantially to around 300
appreciation was driven by an increased demand for basis points as the perception of Thailand's risk has
baht before the FRA auction on December 15, but improved relative to its East Asian neighbors.
weakened somewhat thereafter. The currency has now Figure 25; International spreads5
appreciated by over 30% since its low of 55 Bt/$ in
January 1998, and the stabilization of forward rates THA
indicates a return of confidence. Although this makes 1600 --- (TN

the baht one of the best performing currencies in the 1400 IDN
world, it may also undermine export competitiveness. 1 200 L
For all of 1998, the BOT estimates that average 2 1000
exchange rate will be B/US$ 41.0.

800 -
Figure 24: Volatility of forward rates 600 E

400 j '1 
3 0%/ I IDR -------- KRW 200 ---------

25% MYR -TB 0 - - -
N N N - 00 00 00 00 00 00

20%I CC
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SOCIAL IMPACT When the number of underemnploynment is
taken in.wo account, more people were either

On the surface unemployment appears to have unemployed or grossly underemployed in August.
been falling... People working less than 20 hours a week are grossly

underemployed. In the May survey there were

Overall unemployment has fallen from 1.6 1,613,000 unemployed and 363,000 employed people
million to 1.] million. While data on unemployment working less than 20 hours a week (a total ofmillon o 11 mllio. Wiledat on nemloyent 1,975,000). In the August survey taken durini the
are subject to controversy (see section on data issues), peak of the August seasoy, thenumbeg of
the most reliable source of information is the Labor peak of the agricultural season8 , the number of
Fore mosurveyiabl conurcted thfore time isay the . unemployed fell to 1,138,000 as is usually the case in

National Statistical Office.6 According to the most the August survey (Table 17). Even so, this means 3.9
recent number from the August 1998 survey, the total times more unemployed people than a year ago.
recentnumber ofronmpy th ie d8 surv, te tmillion However the number of underemployed rose to
number of unemployed declined from 1.6 mlin 938,000. TIhus, umemployment and underemployment
recorded in the May survey to 1.1 million, or from 5.0 from 1Ihus, in M ay t and ine August
percent of the current labor force to 3.4 percent. The rose from 1,975,000 in May to 2,076,000 in August,
pernew ofS n bers arenot easyrforce to rec rcil ith. the compared to only 1 million people in that category anew LFS numbers are not easy to reconcile with the yerao
economic recession, the manufacturing sector working year ago.
at only 50 percent of full capacity, and with
newspapers reporting increasing layoffs. Figure 27: Underemployment (% of current labor

force)
Figure 26: Unemployment rates

25 -

!125 13 Wo.ing less than 20 h-eiSs-rek

10- 20 * Working loss than 40 h-urs/eek

O 10 -

4 ~~~~~~~~~~~~~~~~~3 4

0 Nw~~~~~~~~~~~~~~~~~~~~~~~~19 1996 1996 1997 1997 1908 1998 1990
R.ound I Round 2 Round 3 Round I Round 3 RDund I Round 2 Round 3 (Fob) (May) (A.g) (Fab) (A1g) (Fob) (May) (Aug)

(Frb- y) (Nfoy) (Au.g-) (Febeary) (Augu-i) (Febeinry) (May) (A.g.,t)
1996 1996 1997 1997 1998 1998

UnenmrIoyninnr rlae (°/ 00000,1IP)

-0--Seasonol maclive labor force (%' totallY)

.... .__U-or(ye -d g-os1 y undeeoyed...dand th[e lower- and semi-skilled urban workers

are being affected the most.

...but a closer look reveals that unemployment is Two major groups have been affected by the
still high... growing unemployment. Two distinct groups have

been affected by the crisis)9 : The first includes higher-
A narrow definition of unemployment, skilled, educated new entrants to the labor force as

seasonal employment, and a rise in underemployment well as those laid off from the formal or organized
explains the majority of the drop. According to the sector. The second and much larger group comprises
LFS, a person is considered unemployed if he or she, lower-skilled and semi-skilled urban workers laid off
during the survey week did not work even for one from the construction sector and lower-level service
hour. With no unemployment benefits or other and manufacturing sector jobs. The sectors most badly
incentives to stay unemployed, few Thais can afford affected, both in terms of layoffs and in terms of
to stay in this category for long and are forced to find expectations for 1998, have been construction
a source of income. A better measure of materials, automotive, construction contractors, real
unemployment would be to add the employed persons estate, wholesale and retail, and finance.
who are willing to work additional hours but actually
is working less than 40 hours a week, i.e. taking the
underemployed people into account.7



Thailand Economic Monitor - 12 -

One proxy for measuring the impact on labor CORPORATE SECTOR
market released by the Ministry of Labor and Social
Welfare, reports the number of laid off workers Corporate debt restructuring is progressing
complaining about not receiving severance payments slowly. Among the 200 large debt restructuring cases
(Figure 28). The number of such complaints rose monitored by the Bank of Thailand Corporate Debt
sharply in August as a result of the new Labor Restructuring Advisory Committee (CDRAC),.
Protection Act (LPA). The LPA increased severance Corporate debt of 437.7 billion baht (12.2 billion
payments to long-serving employees (more than six dollars) only around 4% of the debt has reached the
years of tenure) from six months to ten months. The implementation stage. BOT's current assessment
law became effective on August 20, 1998 and, as shows an increase in completed restructuring, not
expected, firms laid off a large number of workers including bankruptcy or liquidation cases, to 44
before the law became effective, resulting in an billion baht ($1.2 billion). While these figures
increased number of workers complaining, underestimate progress, it is clear that the more

resolute measures are needed to address the large debt
Figure 28: Disputed number of lay-offs'° overhang. Further declines in interest rates should

help facilitate debt restructuring, but Thailand's
16,000 voluntary, market-based corporate restructuring
14,000 approach has still not taken hold on a scale necessary
12,000 for economic revival.
0'000U | \While the passage of an improved legal
8,000 framework for corporate restructuring remains a
6,000 fundamental requirement, several new concepts are
4,000 under consideration in Thailand. First, the banking
2,000 sector may limit the growth of NPLs by dealing with

more recent cases which are now appearing as banks
0 , covert to three-month, rather than six-rnonth loss

X , < , .O =. A ' : ; recognition criteria. Second, the private sector is
Z beginning to move toward a streamlined treatment,

dividing company debt into three tranches, A, B & C,
Source: Ministry of Labor and Social Welfare with the first tranche repaid out of the liquidation of

non-core assets, the second tranche out of future
cashflows, and the third converted to equity. Third,

TNhe spectre of a water shortage overshadows streamlined voting procedures including intercreditor
agricultural production. arbitration instead of the present requirement for

unanimous approval may accelerate restructuring.
The agricultural sector may be adversely Finally, efforts to building technical capacity for

affected by a severe water shortage next year. restructuring and providing subsidized assistance to
Officials point out that water levels in irrigation dams bothrbnk and preparing restructurings plans
are very low, primarily because there was not the is being considered.
normal recovery during the July-September period.
This occurred in part due to low rainfall and unusually
high rdleages during that period. This raises the n'sk of
a drought in the next season, which brings the
growing problem of allocation and scarcity to the fore.
While the agricultural sector only accounts for 11-12
percent of GDP, it employs around 50 percent of the
labor force. A key challenge for the government will
be to ensure that there is income and employment for
the large group of people who turned to the
agricultural sector when the urban industries
co11apsed.
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Progress in restructuring the 200 firms selected by the CDRAC Legal reform. Legislative reforms center
(BOT Estimate) around several critical issues: (i) improvements in the

(billion baht foreclosure procedures to speed up the process of
In process Completed

of negotiations Restructuring foreclosing on collateral require three amendments to
June Sept Oct June Sept Oct Nov the Code of Civil Procedure; (ii) amendments to the

Manufacturing 131 228 266 2 6 10 n.a Bankruptcy Act will need to remove restrictions to
Construction 6 14 20 1 3 n.a. corporate restructuring, in particular the risk of
Real estate 29 61 99 0 1 6 n.a. unsecured credit being provided to financially
Exports 6 8 9 0 n.a. distressed companies under section 94(2); (iii)
Other 45 133 175 1 8 17 n.a.
Total 217 438 569 4 17 37 44 capacity building in the judicial system for the
Source: Bank of Thailand resolution of commercial disputes; and (iv) the

establishment of a bankruptcy court.
Restructuring is taking a small bite out of
corporate debt ... FINANCIAL SECTOR

The progress in some debt restructuring cases
has received attention (Table 20).The first large scale P:rogress on bank restructuring-notably
restructuring occurred in December, as Jalaprathan through the Financial Sector Restructuring plan
Cement signed an agreement with 22 creditoirs to announced in mid-August-remains mixed. The
restructure about 4.2 billion baht ($116 million) of process of mergers among intervened and other state-
outstanding debt. The IFC has also reported some owned institutions as part of the August 14
success in rostructuring seyeral of its current non- Restructuring Plan is on track despite some delays. On
performing investments, including a Thai paper the other hand, private banks remain reluctant to take
company, a poultry producer, and Siam City Cement advantage of the recapitalization schemes --
Company. Foreign banks also report that a number of particularly the Tier I scheme that requires banks to
creditors have rescheduled or restructured outstanding first write down their capital and change management
debts to them, while not necessarily restructuring all in return For official money.
debts to local banks.

Siam Commercial Bank (SCB) is preparing to
seek at least B22 billion in new capital under the Tier

STRUCTURAL REFoRMs I scheme. SCB plans to raise B 11 billion in preferred
stocks from its existing shareholders and employees,

Priva+ization. The implementation of the to be matched by the Government in exchange for full
Master Plan for State Enterprise Reform approved by provisioning and loan-loss recognition upfront. SCB
Cabinet on September 1, 1998, will require detailed had previously joined the Tier 2 scheme. Thai
sector studies for water, transportation, Farmers Bank and Thai Military Bank have also
telecommunications and energy. These will be announced their intention to apply for the Tier 2
completed by the end of December 1998. In some scheme, which provides incremental government
cases, such as energy and telecommunications, capital to individual banks, tied to the bank's
individual enterprises or sectors have already begun to corporate restructuring initiatives.
create, and in some instances have started to BIOT is stepping up pressure on bank
implement, a strategy for privatization with approval recapitalization efforts. According to press reports,
of line ministries. Critical issues remain: (i) the BOT Governor Chatumongkol recently outlined steps
reforms in legislation needed to create an effective the government may take to encourage banks to use
regulatory framework to ensure that public the August 14 financial sector reform package. He
monopolies are replaced by competitive markets and stated that the BOT would consider using its legal
to ensure consumer satisfaction; and (ii) the allocation powers to intervene in the recapitalization of financial
of proceeds from privatization for social investment institutions if their voluntary actions do not meet the
and financial sector restructuring. central bank's expectations. All banks and finance

companies will be targeted, regardless of whether they
have negative net worth or have borrowed from the
BOT's Financial Institutions Development Fund
(FIDF). '[he Governor also indicated that he expected
Thai banks to expand their lending next year by 4-8%,
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Initiatives are also taking shape outside of the Strengthening supervision. The BOT is in
August plan. The government's majority-owned the process of strengthening its supervisory capacity.
Krung Thai Bank (KTB) has invited the Asian An initial focus is on enhancing off-site supervision;
Development Bank and the International Finance examiners from intemational central banks are
Corporation (IFC) to buy into it. The two institutions delivering training for examiners on credit risk. In
were asked to consider taking stakes of about US$30 addition, the BOT is upgrading prudential regulations
million each. and reviewing compliance with the E,asle Core

Principles. International bank supervisors will also
The stability of the banking system continues hold training courses with BOT examiners on Y2K

to be undermined by escalating non-performing loans compliance.
(NPLs). Official numbers are not available, but some
estimates place NPLs exceed 40 percent of total loans, Banking Law Reform. The BOT has
based on the 3-month overdue definition. completed a review of the legal framework for the

supervision of commercial banks and finance
Resolution of closed finance companies. companies. The BOT has been working to strengthen

The FRA auction on December 15, 1998 fell below these laws utilizing the lessons learned from the
the very high expectations that had been built up in financial sector crisis and incorporating best
the run-up to what was billed as the "world's largest international practices. Based on the review, a new
auction". The auction included 45 tranches of Financial Institutions Act is expected to be submitted
commercial and real estate loans-20,000 loan to the Cabinet in early 1999.
accounts with an aggregate outstanding principal of
over US$11 billion (in book value, roughly half of the Strengthening market discipline. The
core assets of the 56 now-defunct finance companies). Government is developing a plan for an explicit
The sale consisted of 13,192 contracts with deposit protection scheme, to replace the
outstanding loans worth Bt371 billion, and 542 comprehensive guarantee set in August 1997.
contracts for unsolicited bids worth Btl7 billion. A Improvements are also underway in the area of
dozen bidders submitted proposals for the auction of corporate governance, and of accounting, auditing and
39 tranches, including three unsolicited bids. The disclosure standards for financial institutions.
bidders included both foreign (Goldman Snchg, Global
Thai Finance & Securities, Starwood Thailand A private credit bureau. The Thai Bankers'
Holdings, GE Capital, Morgan Stanley Real Estate Association is planning the development of a private
Fund III) and Thai bidders (Kiatnakin Finance & credit bureau open to all financial institutions, with
Securities,Phra Nakom Automobile; National Finance, some guidance from the Bank of Thailand. The credit
Siam Comnnercial Bank, The Pavilion Fund (CP bureau is expected to facilitate lending decisions,
Group), V Conglomerate (Pomprapa Family) and a improve competition among financial institutions, and
joint bid between Global Thai Finance and Securities, limit access to credit for 'strategic defaulters'. The
and Starwood Thailand Holdings. operation of the bureau will require crucial

amendment to existing legislation which prevents the
The sale of loans was disappointing given that disclosure of credit information.

only nine out of 45 tranches reached acceptable bids.
This reflected the combined effect of the limited
absorptive capacity of the market, investor ASSESSMENT
cautiousness in the face of delays in adopting
bankruptcy legislation and high minimum thresholds.
The 13,000 loans had a combined face value of Bt371 Cautious optimism has returned to Thailand.
billion, but the auction fetched only Btll.66 billion
for the nine tranches. This result is unlikely to The economy is still in the midst of a
undermine the progress achieved by the FRA so far: recession, but there are encouraging signs that the
the task will now be to repackage the remaining Bt340 bottom of the crisis has been reached. Net exports
billion of assets to make them more attractive to were the only positive expenditure component of GDP
bidders, including through profit-sharing schemes. during 1998, mainly because imports dropped sharply.
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The prospects for growth in 1999 remains encouraging milestone for recovery.
uncertain but the large fiscal stimulus package, lower
interest rates and exchange rate stability provide the
basis for a cautious optimism. The combined effect of
increased deficit spending, increasingly supportive
monetary policy, and overall macroeconomic stability Average % Change on Previous Calendar Year,
reflected in the strengthening baht and rising stock unless otherwise noted
prices will trigger positive growth in private 1996 1997e 1998f 1999f
consumption in the latter part of 1999. The Gross Domestic Product 5.5 -0.4 -8.2 -0.4
Government and the IMF expect growth to be modest Private Consumption 6.7 0.1 -10.5 -1.5
for all of 1999, around 1 percent, compared to the Gross Fixed Investment 6.0 -16.0 -30.4 -2.2
consensus forecast which still expects a overall Manufacluring Production 6.3 *0.4 *12.7 0.4
decline next year. Consumer Prices 5.8 5.6 8.4 4.8

Money Supply (End Year, % change) 12.6 16.4 11.0 10.5
However, as long as the macroeconomic Mrhnls xos(o,U$n 45 5. 475.

optimism outstrips the progress in overdue structural Merchandise Exports (fob, USSbn) 54.5 56.7 54.7 55.9
reforms, there is a persistent risk of an unexpected Growth rate (in dollar terms) -1.6 4.0 -3.6 2.2

downward adjustment in investor confidence. Policy Growth rate On volume terms) -5.1 9.2 7.9 4.6
makers are facing the challenge to build the Merchandise Imports (cif, US$bn) 70.8 61.3 42.0 43.9
foundations of a sustained recovery process by Growth rate (in dollar terms) 0.9 -13.4 -31.5 4.5
resolutely addressing difficult reform choices before Growth rate (in volume terms) -4.0 -11.8 -25.8 10.3
the window of opportunity presented by the present Current account balance (US$bn) -14.4 -3.0 13.5 11.3
crisis slips away. First, without progress in corporate Source: Consensus Economics (November 1998), BOT and IMF
and financial sector restructuring, the B 75 billion e= estimate, f= forecast
additional government spending will not be enough to
jump start the economy. Recond, the restructuring
process will not speed up unless a bankruptcy and
foreclosure legislation with teeth is passed. Finally, a
consistent implementation of the Masterplan for State
Enterprise Reform adopted by Cabinet in September
would provide a strong regulatory framework for the
private provision of infrastructure services to protect
the interests of consumers.

Thailand remains vulnerable to external
developments

Although global economic prospects seem to
have thrown off the sense of gloom in the last two
months, and the reserve position provides a buffer,
Thailand's prospects remain vulnerable to external
shocks. In particular, Japan, the market for 14 percent
of Thailand's exports, bears a particular responsibility
to support recovery in Asia by ensuring a resumption
of solid growth in domestic demand.

As long as the prospects for export-led
recovery remain elusive due to the depressed East
Asian market and low unit values, the hopc for
economic recovery will need to draw on a revival of
domestic demand. The Government's move towards a
more expansionary fiscal stance with public
investment targeted toward job creation is an
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Annex Tables

Table 1: Macroeconomic framework

1995 1996 1997 1998f

GDP at cutent market prices (billions of bahts) 4189 4598 4827 4850

Real GDP growth (percent) 8.8 5.5 -0.4 -8.2
Consumption growth 7.1 6.7 0.1 -10.5
Gross fixed investment growth 11.2 6.0 -16.0 -30.4

CPI inflation (average period, percent) 5.8 5.9 5.6 8.4

Savings and investment (percent of GDP)
Gross domestic investment 41.6 41.7 35.0 25.4

Private, incl. Stocks 32.7 31.5 23.5 14.1
Public 8.9 10.2 11.5 11.4

Gross national savings 33.3 33.2 32.6 37.0

Foreign gavingg -7.9 -7.9 -2.0 -11.L

Jan-Sep.
Balance ofpayments (billions of US$)

Exports, f.o.b. 55.7 54.7 56.7 39.5
Growth rate (in dollar terms) 24.8 -1.9 3.8 -5.7
Growth rate (in volume terms) 14.2 -4.5 7.3 10.5

Imports, c.i.f. 70.4 70.8 61.3 30.6
Growth rate (in dollar terns) .. 0.6 -13.4 -37.4
Growth rate (ml volume terrns) 16.1 -25 -10.4 -39.0

Current accotunt balance' -13.2 -14.4 -3.1 10.4
(percent of GDP) -7.9 -7.9 -7.9 ...

Capital account balance
Private 20.8 18.2 -7.3 -9.6

Bank 11.2 5.0 -5.4 -9.4
Non-bank 9.6 13.2 -1.9 -0.2

Foreign direct investment, net 1.2 1.5 3.2 4.0 2/
Public 1.1 1.3 1.6 1.4
Bank of Thailand 1/ 0.0 0.0 -2.6 0.1
Errors and emissions -1.5 -3.0 0.7 -0.3

Overall balance 7.2 2.2 -10.6
Gross official reserves 36.9 38.6 26.9 29.2 3/

Source: Bank of Thailand, IMF, and staff calculations
1/ Including Bank of Thailand's borrowing and other offshore transactions.
2/ Excluding bank recapitalization (USS 2.2 billion)
3/ As of December 4, 1998
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Table 2: Balance of Payments

(billions of US$)

1996 1997 1997 1998
Qlp Q2P Q3P Q4P Q1P Q2P

I. Current Account -14.4 -3.1 -2.1 -3.1 -0.7 2.9 4.2 2.8
A. Goods and services -11.7 -0.1 -1.5 -1.9 0.0 3.3 4.7 3.8

a. Goods -16.1 -4.6 -3.2 -3.1 -0.9 2.5 3.1 2.6
Exports 54.7 56.7 13.6 13.7 14.5 14.9 13.2 13.0
Imports -70.8 -61.3 -16.8 -16.8 -15.4 -12.4 -10.1 -10.4

b. Services (net) 4.4 4.5 1.7 1.2 0.8 0.8 1.6 1.2
Services receipts 17.0 15.8 4.6 4.4 3.4 3.4 3.2 3.0
Services payments -12.6 -11.3 -3.0 -3.2 -2.6 -2.6 -1.6 -1.8

B. Income (net) -3.4 -3.5 -0.7 -1.3 -0.9 -0.6 -0.6 -1.1
Income Receipts 4.0 3.7 1.0 1.0 0.8 0.9 0.9 0.7
Income Payments 1/ -7.4 -7.2 -1.7 -2.3 -1.7 -1.5 -1.5 -1.8

C. Current transfers 0.8 0.5 0.1 0.0 0.2 0.2 0.1 0.1
II. Capital and Financial Account 19.5 -8.2 2.5 -4.0 -1.8 -5.0 -2.5 -3.0

A. Capital account 2/
B. Financial account 19.5 -8.2 2.5 -4.0 -1.8 -5.0 -2.5 -3.0

1. Private 18.2 -7.3 1.9 -1.0 -4.8 -3.4 -4.1 -1.7
Bank 5.0 -5.4 2.4 -0.1 -3.8 -4.0 -2.0 -4.5
Non-bank 13.2 -1.9 -0.6 -0.9 -1.0 0.6 -2.1 2.8

Direct investment 1.5 3.2 0.5 0.6 1.1 0.9 1.4 1.6
Foreign direct investment 2.3 3.6 0.7 0.8 1.2 1.0 1.5 1.6
Thai direct investment abroad -0.8 -0.4 -0.1 -0.2 -0.1 0.0 0.0 0.0

Others loans 5.5 -3.9 -0.1 -0.8 -0.9 -2.1 -2.1 -1.1
Portfolio investment 3.5 4.6 0.5 1.2 2.4 0.4 0.5 0.3

Equity securities 1.1 4.0 0.4 0.9 2.2 0.5 0.5 0.1
Debt securities 2.4 0.6 0.1 0.3 0.3 -0.1 0.0 0.2

Non-resident baht account 2.9 -5.8 -1.7 -1.8 -4.0 1.7 -2.1 2.2
Trade credits -0.1 -0.2 0.3 -0.1 0.0 -0.4 -0.1 -0.2
Others 0.0 0.2 -0.1 0.0 0.2 0.1 0.2 0.0

2. Public 1.3 1.6 -0.1 0.3 0.6 0.8 0.7 0.1
3. Monetary authorities 3/ 0.0 -2.6 0.8 -3.4 2.5 -2.4 1.0 -1.5

III. Allocation of SDRs 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
IV. Errors and omissions -3.0 0.7 -0.5 1.2 0.0 0.0 -1.0 -0.6
V. Overall balance 2.2 -10.6 -0.1 -5.9 -2.5 -2.1 0.8 -0.9
Source: Bank of Thailand
1/ Investment income only
2/ Comprise debt forgiveness, migrants' transfers, acquisition/ disposal of non-produced, non-financial assets, etc. These
items were previous, up to 1992, included in services and current transfers.
3/ Including Bank of Thailand's borrowing and other offshore transactions.
p = Preliminary
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Table 3: Manufacturing Production
(%o changes since previous year)

1998

Weight Feb. Mar. Apr. May Jun. Jul. Aug. Sept. Oct.
1995

Manufacturing Production Index 1/ 58.59 -13.2 -21.3 -16.1 -17.3 -12.3 -13.9 -10.4 -8.9 -5.4
Food 6.10 -1.2 -31.0 -18.4 -5.4 -0.2 1.0 1.4 5.6 7.3
Beverages 6.77 14.0 5.9 3.5 -10.5 -1.4 -0.8 -8.8 16.4 5.5
Cigarettes 1.90 -22.9 -16.0 -36.2 -39.9 5.0 -48.3 -21.5 -27.9 -9.1
Construction materials 14.54 -32.5 -39.4 -42.9 -37.0 -46.3 -46.4 -36.1 -33.4 -31.8
Vehicles and equipment 7.39 -75.9 -76.4 -73.2 -67.0 -60.1 -57.4 -39.3 -40.7 -14.1
Petroleum products 3.68 -9.3 -13.1 2.3 -1.7 2.3 -0.9 0.4 -15.4 -8.2
Textiles 10.08 4.5 4.4 3.0 3.5 4.4 2.6 2.7 2.2 2.0
Others 8.13 3.4 -3.6 -3.4 -11.2 -11.1 -14.1 -19.2 -13.0 -14.6
Source: Bank of Thailand (The Office of the Cane and Sugar Board, The Excise Department, Thailand Tobacco Monopoly, and
the manufacturers of respective products)
1/ From 34 items which account for 59 percent of the manufacturing sector.

Table 4: Key Private Investment Indicators
(00 changes since previous year)

1997 1998
Dec Jan Feb Mar Apr May Jun Jul Aug Sep.

Private investment index 69.7 61.0 55.8 49.4 40.1 32.9 25.4 17.4 13.7 9.6
(%o changes of 12-month MA of the components) -2.1 -5.0 -6.8 -8.9 -12.0 -14.4 -16.9 -19.6 -20.8 -22.2
Import value of capital goods(in bahts) 26.5 19.1 24.2 4.5 -17.8 -7.0 -0.8 -9.7 -15.0 -22.0
Import value of capital goods (in US$) -37.8 -38.8 -34.4 -34.6 -34.6
Domestic cement consumption -28.7 -37.3 -34.6 -47.6 -50.6 -48.8 -51.7 -51.2 -34.4 -32.9
Domestic galvanized iron sheet sales -12.9 -16.3 -19.4 -36.8 -63.3 -50.7 -35.9 -52.7 -49.1 -32.7
Source: Bank of Thailand
Note: Components of private investment index (in order of importance): 1) Import value of capital goods, 2) Domestic cement
consumption, 3) Commercial banks' credit for construction and manufacturing, 4) Construction areas permitted in municipal zones
(whole kingdom), 5) Equity inflows, 6) Domestic sales of galvanized iron sheets.

Table 5: Capacity Utilization
(percent)

Products Weight 1996 1997 1998
Q1 Q2 Q3 Q4 Ql Q2 Q3 Q4 Ql Q2 Oct.

Food 3.6 62.5 31.0 23.6 30.5 64.5 26.5 23.7 32.6 54.6 24.6 27.6
Beverages 5.7 81.8 87.2 88.9 107.6 68.1 83.9 81.8 89.3 61.6 69.9 81.4
Cigarettes 1.9 88.2 88.7 76.3 83.4 86.4 80.1 79.6 57.3 72.7 58.5 58.7
Construction materials 4.3 75.3 72.3 73.0 72.4 77.5 75.2 66.7 52.7 54.3 41.5 37.8
Others 11.6 73.0 70.3 49.6 72.0 64.2 65.4 67.5 67.9 60.4 58.2 54.0
Total 44.9 72.7 70.5 68.1 76.9 71.2 69.4 64.6 58.8 53.4 53.0 52.0
Source: Bank of Thailand
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Table 6: Changes in Consumer Prices
(year-on-year % changes)

1998
Jan Feb Mar Apr M[y Jun Jul Aug Sep Oct Nov

All commodities 8.6 8.9 9.5 10.1 10.2 10.7 10.0 7.6 7.0 5.9 4.7
Foodandbeverages 9.7 10.4 11.6 12.1 13.1 13.6 11.8 7.4 7.3 6.7
Rice and cereal products 42.2 47.1 46.7 41.6 37.9 34.0 27.0 15.3 11.2 8.6
Meat, poultry and fish 1.3 2.0 3.9 4.1 4.2 4.0 4.4 3.6 4.1 4.5

Vegetables and fruits 0.1 0.0 5.4 10.8 21.2 28.1 21.0 1.5 7.3 9.0
Eggsandmilkproducts 6.5 8.8 9.7 12.0 15.2 20.3 20.3 18.3 15.5 15.1
Otherfoodboughttfomthemarket 6.3 8.8 9.6 9.6 9.8 10.5 10.7 9.5 9.1 10.1
Non-alcoholic beverages 7.7 7.9 8.3 8.6 9.0 8.6 9.4 11.8 11.4 11.6
Prcpared food 8.6 8.4 9.1 9.0 8.9 8.4 7.5 6.5 5.8 4.3

Clothing 7.4 7.6 8.9 9.0 8.1 8.7 9.1 8.4 6.3 5.5
Men's and boys' 7.0 7.8 9.5 9.8 8.1 8.0 8.1 7.3 4.7 4.7
Women's and girls' 7.3 7.2 8.2 8.2 8.0 9.2 10.1 9.6 7.6 6.5
Cloth and sewing services 8.5 8.1 9.0 8.6 8.9 9.1 9.5 8.7 6.6 5.0

Housing and furnishing 6.0 6.0 5.4 6.0 6.1 6.4 6.6 6.9 6.4 5.3
Shelter 2.6 2.6 2.5 2.5 2.4 2.5 2.5 2.1 1.5 1.3
Furniture and equipment 4.5 5.1 7.0 7.3 7.4 7.7 8.0 7.6 7.1 6.8

Housekeeping and cleaning supplies 0.4 1.9 2.8 5.6 6.2 6.3 9.9 11.9 12.3 8.6
Household textiles 8.1 9.0 9.4 9.3 9.8 8.9 9.0 9.1 8.5 6.5
Electricity,fuelandwater 19.6 18.6 15.2 18.2 19.0 19.9 20.2 22.9 22.3 18.6

Personal and medical care 6.1 6.4 7.2 7.9 8.7 9.5 10.2 9.2 9.7 9.9
Medical carc 6.3 6.4 6.4 6.2 6.3 5.9 6.0 5.1 5.7 5.3
Personal care 5.9 6.3 8.1 9.7 11.3 13.8 15.2 14.0 14.3 15.2

Transportation and communication 10.3 10.5 10.7 10.7 10.9 10.7 10.6 8.3 5.4 4.4
Vehicles 13.4 14.1 12.2 10.7 12.9 12.3 12.2 8.0 2.7 0.7
Public transportation 8.2 7.7 14.0 15.8 13.2 14.4 14.4 13.8 13.9 14.1
Communication and equipment 0.0 0.0 0.0 8.8 8.8 8.8 8.8 8.8 8.8 8.8

Recreation and education 6.6 6.9 7.7 7.7 5.2 4.6 4.6 4.3 3.9 3.9
Recreation 4.2 5.0 6.3 6.8 6.8 7.5 7.5 6.5 5.9 5.8
Reading and education 8.6 8.5 8.5 8.5 3.5 1.9 1.8 1.7 1.8 1.7

Tobacco and alcoholic beverages 15.9 16.3 19.7 21.6 23.1 26.4 26.6 22.5 20.8 13.6
Non-food and beverages 7.8 8.0 8.2 8.7 8.6 8.8 9.0 8.2 7.0 5.8

Source. Bank of Thailand
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Table 7: Capital Flows to the Private Sector
(billions of US$)

1997 1998 1998
Year QI Q2 June July August Sept. Jan-Sept

Banking sector -6.3 -1.7 -4.0 -2.6 -2.1 -1.5 -0.9 -9.6
Commercial bank -4.7 0.8 -1.7 -1.7 -1.2 -0.5 -0.7 -3.3
BIBFs -1.6 -2.5 -2.3 -0.9 -0.8 -1.0 -0.2 -6.2

Non-banking sector -1.8 -3.1 1.6 0.4 1.0 0.2 0.1 -0.2
Dircct investment, net / 3.2 1.3 1.5 0.4 0.4 0.4 0.4 4.0
Others loans -3.8 -2.1 -1.1 -0.3 0.0 -0.5 -0.2 -3.9
Portfolio investment 4.6 0.5 0.1 0.1 0.0 -0.1 0.1 0.6
Non-resident baht account -5.8 -3.0 1.3 0.3 0.6 0.4 -0.2 -0.9
Trade credits - -0.1 -0.2 -0.1 0.0 - - -

Others - 0.2 0.0 -0.1 0.0 - - -

Total -8.1 -4.8 -2.4 -2.2 -1.1 -1.3 -0.2 -8.2

Source: Bank of Thailand
1/ FDI for all of 1997 was US$ 3.6 billion.
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Table 8: Foreign Direct Investment by Sector 1/
(millions of US$) 2/

1995 1996 l997p 19,98
May p Jun p Jul p Aug p Jan-Aug

1. Industry 566.5 707-9 1423.3 83.6 282.5 102.9 151.4 1327.0
1.1 Food&sugar 39.1 45.1 128.0 1.8 26.8 3.5 1.9 57.7
1.2 Textiles 37.8 49.2 35.3 :3.1 14.9 3.5 46.2 56.4
1.3 Metal & non metallic 92.4 112.5 147.9 21.0 21.0 23.8 67.9 289.6
1.4 Electrical appliances 233.3 240.5 440.5 2.7 50.3 30.9 10.6 165.8
1.5 Machinery & transport equipment 144.4 108.5 358.9 3:2.0 118.5 27.6 15.6 394.4
1.6 Chemicals 93.6 182.7 158.7 19.0 43.1 8.7 13.4 152.7
1.7 Petroleum products -161.3 -249.8 9.5 0.0 -2.0 0.8 0.7 134.4

1.8 Construction materials 25.1 3.5 -5.4 2.6 0.0 0.8 0.2 3.4
1.9 Others 62.2 215.8 149.7 1.4 9.7 3.4 -5.2 72.6

2. Financial institutions 25.8 71.9 782.8 4.4 8.5 226.9 9.5 726.7

3. Trade 446.0 544.4 906.5 13:2.0 88.7 100.9 56.6 722,7
4. Construction 36.4 70.3 211.9 6:3.5 9.8 8.6 16.7 181.1
5. Mining & quarrying 56.9 19.3 29.8 7.5 -3.2 4.8 10.1 44.9
6. Agriculture 9.3 2.0 2.3 0.0 0.0 0.1 0.0 0.5
7. Services 87.7 124.8 212.8 13.2 78.2 26.2 16.1 230.1
-8. Real estate 852.7 751.8 67.2 2.6 2.1 1.4 0.5 14.7
9. Others -79.1 -24.8 110.5 14.9 39.0 38.0 155.8 430.2

Total 2002.3 2267.7 3747.0 321.7 505.6 509.9 416.6 3678.0

Source: Bank of Thailand
1/ Direct Investment = Equity Investment plus loans from related companies.

2/ Converted to US$ by average period exchange rate. As a result, the 1997 figure is sl ghtly higher than US$ FDI
reported elsewhere (a yearly average of B/US$ 31.37 was used here).
P = preliminary
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Table 9: Trade Indexes and Terms of Trade I/

1995=100 1996 1996 (in terms of US$)
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

Exports:
Exportunitvalue 108.9 107.9 108.7 109.1 109.2 109.0 109.3 109.4 109.1 108.8 108.5 108.3 109.3
Export value 98.1 94.7 98.0 103.9 89.7 105.3 93.0 94.7 100.9 96.3 99.1 102.3 99.3
Export volume 2/ 90.1 87.8 90.2 95.3 82.2 96.6 85.1 86.5 92.4 88.5 91.4 94.5 90.9
Imports:
Importunitvalue 111.1 109.4 110.4 111.1 111.6 111.4 110.9 110.7 110.8 111.1 111.7 111.8 112.0
Import value 100.2 103.4 98.3 109.1 105.1 105.5 98.3 98.4 104.9 92.6 102.0 96.6 93.1
Importvolume 2/ 90.2 94.5 89.1 98.2 94.2 94.8 88.7 88.9 94.7 83.4 91.4 86.4 83.1
Terms of trade 98.0 98.6 98.5 98.2 97.9 97.9 98.6 98.8 98.5 97.9 97.1 96.9 97.5

1997 1997
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

Exports:
Exportunitvalue 105.3 109.7 109.6 108.9 108.0 107.2 106.5 105.7 104.7 103.7 101.9 99.7 97.6
Export value 101.8 98.0 90.7 105.1 91.8 102.7 99.9 102.1 103.1 107.4 110.7 103.0 106.9
Export volume 96.7 89.3 82.8 96.5 85.0 95.8 93.8 96.6 98.5 103.5 108.7 103.3 109.6
Imports:
Importunitvalue 107.4 112.7 112.5 111.9 110.2 108.2 108.1 106.3 105.4 103.8 103.8 103.6 101.9
Import value 86.8 103.1 85.7 98.0 99.1 91.8 94.8 89.9 91.0 81.3 77.1 67.2 67.1
Import volume 2/ 80.8 91.5 76.2 87.6 90.0 84.8 87.7 84.6 86.4 78.3 74.3 64.8 65.9
Terms of trade 98.0 97.3 97.4 97.3 98.0 99.0 98.6 99.4 99.4 99.8 98.2 96.2 95.8

1998
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

Exports:
Export unit value 94.2 93.0 92.1 91.2 90.8 89.6 89.9 90.7 90.7
Export value 90.2 93.7 101.4 91.6 90.5 96.7 98.2 91.1 96.3
Exportvolume 95.8 100.8 110.1 100.5 99.7 107.9 109.2 100.4 106.1
Imports:

Importunitvalue 100.6 101.1 102.0 102.4 101.2 98.6 97.4 94.7 93.5
Import value 56.6 54.7 61.2 60.4 55.3 60.8 61.2 56.2 55.0
Import volume 2/ 56.3 54.2 60.0 59.0 54.7 61.6 62.8 59.3 58.9
Terms of trade 93.6 92.0 90.2 89.0 89.7 90.9 92.3 95.7 97.0

Source: Bank of Thailand
I/ From January 1996 onwards, base year was 1995 (1995=100) and the indexes are calculated using the Fisher chained
method.
2/ Volume indexes are calculated based on the "factor reversal tesft"
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Table 10: Secondary Market Spreads
(basis points)

9/97 10/97 11/97 12/97 1/98 2/98 3/98 4/98 5/98 6/98 7/98 8/98 9/98 10/98 11/98 12/15
Thailand 176 197 445 476 452 300 254 274 308 392 419 760 650 545 325 330
China 73 149 96 121 147 132 137 116 117 147 144 220 265 235 200 293
Indonesia 153 187 274 469 629 649 520 543 773 826 751 790 1430 1300 788 1050
Philippines 255 310 436 466 526 390 357 349 355 355 428 428 730 595 405 465
Source: Bloomberg

Table 11: Sovereign credit ratings

Moody's Standard & Poor's
Foreign Bank Deposits Foreign Local Outlook

China A3 (stable) Baa2 (stable) BBB+ not rated negative
Hong Kong A3 (stable) A3 (stable) A A I negative
Indonesia B3 Ca CCC+ B- negative
South Korea Bal Caal BBi BBB- stable
Malaysia Baa3 (neg) Bal (neg) BBB- A- negative
Philippines Bal Ba2 BB+ BBB+ negative
Thailand Bal B1 BBB- A- negative
Source: Paribas, December 7, 1999 (Moody's and Standard & Poor)
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Table 12: External Debt 1/

(millions of US$)

1996 1997 P 1998
Jan. P Feb. P Mar.P Apr. P MayP Jun JulP Aug

Public Sector 16,805 24,323 25,359 25,448 26,814 26,877 26,411 26,963 27,184 27,800
Gov't and SOEs 16,805 17,166 17,390 17,476 17,695 17,742 17,420 17,524 17,830 18,000
BOT (long-term) - 7,157 7,969 7,972 9,119 9,135 8,991 9,439 9,354 9,800

Private Sector 73,731 69,093 67,577 66,232 64,922 64,138 62,796 61,163 59,982 58,500
Banks 41,869 39,567 38,651 38,035 36,966 36,572 35,569 34,426 33,015 32,000
Non-Bank 31,862 29,526 28,926 28,197 27,956 27,566 27,227 26,737 26,967 26,500

Total debt stock (end 90,536 93,416 92,936 91,680 91,736 91,015 89,207 88,126 87,166 86,400
period)

Share (%)public 18.6 26.0 27.3 27.8 29.2 29.5 29.6 30.6 31.2 32.2
Share (%) private 81.4 74.0 72.7 72.2 70.8 70.5 70.4 69.4 68.8 67.7
Long-term 52,923 58,581 59,439 58,691 60,369 59,932 59,345 59,770 59,370 59,789

Share (%) 58.5 62.7 64.0 64.0 65.8 65.8 66.5 67.8 68.1 69.2
Short-term 37,613 34,835 33,497 32,989 319367 31,083 29,862 28,356 27,796 26,611

Share (%) 41.5 37.3 36.0 36.0 34.2 34.2 33.5 32.2 31.9 30.8

Source: Bank of Thailand
1/ On September 30, 1998, the Bank of Thailand released this revised extemal debt table. In the revised table, the end-1997
extemal debt outstanding increased from the US$ 91.8 billion to US$ 93.4 billion.
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Table 13: Central Government Balance

(millions of bahl)

1996 1997 1998

Apr May Jtin Jul Aug Sep Oct.

Revenue(+) 853,20 847,696 63,915 62,276 78,610 52,296 45,300 60,023 47,360
1

Expenditures(-) 819,08 874,403 52,653 60,297 81,349 64,901 78,400 104,324 70,683
3

Budgetary deficit(-) or surplus(+) 34,118 -27,914 11,262 1,979 -2,739 -12,605 -33,100 -44,301 -23,323

Noni-budgetary deficit/ surplus(-t-) 9,185 12,855 -6,306 991 1,477 1,923 300 -7,281 4,549

Cash dcficit(-) or surplus(+) 431303 -15,059 4,956 2,970 -1,262 -10,682 -32,800 -51,582 -18,774

Financing:

Net domestic borrowings(+): -25,123 -16,380 -8,573 3,787 1,539 -2,793 4,580 -1,747 19,045

- Bank of Thailand 1/ 2,054 -5,800 -7,775 3,932 1,546 -2,559 4,594 -1,695

- Commercial banks -21,320 -710 -567 323 43 -163 -32 38

- Government Savings Bank -3,570 -8,200 0 0 0 0 0 0

- Others -2,287 -1,670 -231 -468 -50 -71 18 -90

Net foreign borrowings (+) -3,665 -3,747 -108 -291 -411 -375 -178 -1,032 -271

Govemment Pension Fund - -55,991 0 0 0 0 -160 -120

Gov't Bond for FIDF 0 0 0 0 150,000 0 50,000 0

Lending to FIDF 0 0 0 0 -150,000 0 -50,000 0

Use of Treasury cash balances(+) -14,515 91,177 3,724 -6,466 134 13,850 28,545 54,481

1i Including Exchange Equalization Fund.

Sour-ce : Comptroller-General's Department and the Bank of Thailand



Thailand Economic Monitor -26 -

Table 14: Consolidated Public Sector 1/

(billions of baht)

1992/93 1993/94 1994/95 1995/96 R 1996/97 P

Total revenue and grants 681.3 809.4 949.7 1060.7 1033.0
Total revenue 677.7 805.5 945.9 1057.6 1030.0
Central government 569.3 667.4 779.4 873.0 870.4
Local administrations 2/ 34.4 39.4 44.5 58.1 60.9
Non-financial public enterprises 3/ 74.0 98.7 122.0 126.5 98.7

Grants to central govcrnment 3.6 3.9 3.8 3.1 3.0

Total Expenditure and net lending 655.1 744.6 839.9 934.4 1133.4
Current expenditures 367.3 415.1 464.1 503.0 554.9
Central govemment 4/ 345.2 391.8 431.9 471.5 515.7
Local administrations 22.1 23.3 32.2 31.5 39.2

Capital expenditures 282.7 325.2 385.5 427.2 566.8
Central government 5/ 136.6 179.0 210.0 243.8 337.7
Local administrations 18.3 24.2 27.4 46.3 50.4
Non-financial public enterprises 127.8 122.0 148.1 137.1 178.7

Net lending 6/ 5.1 4.3 -9.7 4.2 11.7
Overall balance 26.2 64.8 109.8 126.3 -100.4

Financing -26.3 -64.8 -109.8 -126.3 100.4
Foreign 7/ 2.8 -1.7 16.9 15.8 14.8
Domestic -29.0 -63.1 -126.7 -142.1 85.6
Banking system 8/ -44.0 -53.9 -121.8 -141.3 1133.1
Non-bank 15.0 -9.2 -4.9 -0.8 -47.5

Source: Bank of Thailand

I/ Comprising consolidated central government, local administration, and non-financial public enterprises.
2/ Total revenue and grants of local government less transfers from central government.
3/ Retained income of non-financial state enterprises less transfers from central government.
4/ Excludes current transfers to local government and non-financial public enterprises.
5/ Excludes capital transfers to local govermment and non-financial public enterprises.
6/ Net lending of central government less domestic financing of public enterprises by central government.
7/ External financing of central governient plus external financing of non-financial public entorprigg.
8/ As recorded in the monetary survey.
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Table 15: Budget Appropriations bty Function

(millions of bahts)

FY 1998 FY 1999

General governmental services 172,079 164,261
General public services 39,987 36,855
Defense 83,103 77,140
Public order and safety 48,989 50,266

Community and social services 357,022 348,848
Education 206)945 208,614
Health 64,071 60,180
Social security and welfare 34,048 36,636
Housing and community amenity affairs 39,538 35,105
Religious, cultural and recreational 12,421 8,315
affairs

Economic services 215,517 196,257
Fuel and energy 2,004 2,482
Agriculture, forestry and fishery 63,284 61,288
Mining and mineral resources, 4,167 4,715
manufacturing, and construction
Transportation and communication 115,953 92,852
Other economic services 30,110 34,920

Miscellaneous and unclassified items 85,382 115,633

Total 830,000 825,000
Source: Bureau of the Budget
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Table 16: National Government Actual Revenue- Classified by Major Sources
(millions of baht)

1996 1997 1997 1998
Q1 Q2 Q3 Q4 Q1 Q2

Taxation: 785,797 762,286 172,945 222,205 206,998 160,138 171,520 182,052
Income taxes; 281,528 276,365 50,466 103,682 79,858 42,359 54,809 71,499
Personal 107,727 111,682 33,107 28,722 25,599 24,254 34,172 30,316
Corporation 170,178 159,717 16,556 71,240 53,816 18,105 16,871 39,686
Petroleum 3,623 4,966 803 3,720 443 0 3,766 1,497
Indirecttaxes: 504,269 485,921 122,479 118,523 127,140 117,779 116,711 110,553
Import duties 121,783 94,813 26,328 24,682 24,121 19,682 16,720 14,357
Export duties 9 14 3 3 3 5 4 4
Business tax 520 394 74 66 167 87 100 104
Value added tax 1/ 180,911 185,942 39,125 41,416 50,045 55,356 56,729 48,430
Selective sales tax 173,737 175,159 45,609 46,334 45,934 37,282 38,258 41,348

Fiscal monopolies 4,027 12,133 5,488 2,134 3,112 1,399 15014 2,614
Royalties 5,056 6,471 1,482 1,495 1,551 1,943 2,257 2,334
Licenses & fees 2,084 2,808 1,896 239 308 365 384 255
Othertaxes 16,142 8,187 2,474 2,154 1,899 1,660 1,245 1,107

Sales and charges 8,626 8,710 2,591 1,743 2,178 2,198 2,325 1,812
State Enterprises 45,697 57,694 33,721 15,251 4,366 4,356 14,089 13,921

contribute & dividends
Miscellaneous revenue 13,081 19,006 4,466 4,691 4,640 5,209 5,206 7,016

and income
Total revenue 853,201 847,696 213,723 243,890 218,182 171,901 193,140 204,801

Source: Bank of Thailand
1/ Including specific - business tax
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Table 17: Summary Table on Unemployment

(thousands)

1996 1997 1/ 1998

Feb-96 May-96 Aug-96 Feb-97 Aug-97 Feb-98 May-98 Aug-98
Total Total Total Total Total Total Total Total

Total 59,750.4 59,902.6 60,045.3 60,350.6 (50,648.9 60,949.0 61,098.0 61,248.4
Total labor force 31,898.4 32,504.1 32,750.0 32,000.2 .33,560.7 32,143.1 32,169.8 33,352.9

I.Current labor force 30,740.5 31,035.0 32,586.3 30,964.2 33.454.9 30,892.2 30,167.8 33,275.9
1.1 Employed 30,099.2 30,375.4 32,232.3 30,266.3 33,162.3 29,412.9 28,554.9 32,138.0
Underemployed (<20 hours/week) 2/ 638.8 373.4 580.6 543.9 721.3 1,477.1 362.5 938.3

%' of total laborforce 2.0 1.1 1.8 1.7 2.1 4.6 1.1 2.8
9% of cu7-rentlaborforce 2.1 1.2 1.8 1.8 2.2 4.8 1.2 2.8

1.2 Unemployed 641.3 659.6 353.9 697.8 292.5 1,479.3 1,612.9 1,137.9
% of total laborforce 2.0 2.0 1.1 2.2 0.9 4.6 5.0 3.4
%of current laborforce 2.1 2.1 1.1 2.3 0.9 4.8 5.3 3.4
1) Looking for work 119.6 158.8 110.1 179.5 96.4 402.8 491.9 476.9
2)Available/notlookingforwork 521.6 500.8 243.7 518.3 196.1 1,076.5 1,120.0 661.6

2.Seasonally inactive labor force 1,157.8 1,469.0 163.7 1,035.9 105.7 1,250.8 2,002.0 76.9

% of total labor force 3.6 4.5 0.5 3.2 0.3 3.9 6.2 0.2

Unemployed+ seasonallyinactive labor 1,799.1 2,128.6 517.6 1,733.7 398.2 2,730.1 3,614.9 1,214.8
force

% of total labor force 5.6 6.5 1.6 5.4 1.2 8.5 11.2 3.6

Source: Labor Force Survey by National Statistical Office
1/ The May round was skipped in 1997.
2/ Line added by World Bank staff. Underemployment is (arbitrarily) defined here as those employed working less than 20
hours/week (see section on data issues).
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Table 18: CDRAC-monitored Debt Restructuring Cases by Sector

(millions of baht)

Total debts
% of total Credit Obligation Total % of total
number of

firns

Agriculture, hunting and forestry 0.6 860 860 0.1
Fishery 0.3 335 335 0.0
Mineral and rock mining 0.8 6,721 386 7,107 1.1
Production 48.2 343,279 86,315 429,594 63.7
Electricity, gas and water distribution 0.6 5,893 524 6,417 1.0
Construction 5.9 20,972 8,891 29,863 4.4
Wholesale and retail 11.6 21,890 2,539 24,429 3.6
Hotelandrestaurant 3.7 13,158 18 13,176 2.0
Transport, warehouse and communication 5.4 34,011 23,317 57,328 8.5
Financial brokering 2.3 4,061 44 4,105 0.6
Real estate, leasing and business 18.4 72,185 21,953 94,138 14.0
Health and social welfare service 1.7 5,438 61 5,499 0.8
Community, social and personal service 0.6 1,407 72 1,479 0.2
Total 100.0 530,210 144,120 674,330 100.0

Source: Bank of Thailand

Table 19: CDRAC-monitored Debt Restructuring Cases by Type of Creditor

(millions of baht)

Type of creditor Credit % of total
outstanding

Thai banks 237,238 44.7
Foreign banks 14,584 2.8
Finance companies (36 open) 53,657 10.1
Finance companies (56 closed) 41,001 7.7
Bangkok International Banking Facility (Thai) 34,530 6.5
Bangkok International Banking Facility 43,052 8.1
(foreign)
Representatives Office 89,404 16.9
IFCT and EXIM 16,741 3.2
Total 530,207 100.0
of which: Foreign 147,040 27.7
of which: Thai 383,167 72.3

Source: Bank of Thailand
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Table 20: Results of large restructuring cases in Thailand 1/
(in million baht)

Company Revenue 1/ Liabilities Operating Debt Service
Cashflow (estimate)
/EBITDA

(% of revenue) 1/

TPI - Thai Petrochemicals 77,860 137,264 473 15,099
(1% of rev)

UCOM - United Communications 34,415 91,988 3,248 10,119
(9.4% of rev)

NgM - Nakorthai gtrip Mill 4,098 35,010 688 3,S51
(16,8% of rev)

TPIPL - TPI Polene 26,252 62,537 4,344 6,879
(16.5% of rev)

TT&T- Thai Telephone & Telegraph 10,354 46,067 2,131 5,067
(20.6% of rev)

LH - Land & House Public Co. 11,848 24,630 693 2,709
(5.9% of rev)

TYONG- Tanayong Public, property 1,926 34,087 -1,240 3,829
sector
SCC - Siam Cement 147,493 246,187 25,658 27,081

(17.4% of rev)

Source: Unaudited data. Revenue and liability data is from the Stock Exchange of Thailand and EBITDA
estimated are from Merill Lynch Phatra Securities.
1/ Revenue and EBITDA figures have been annualized from 6/30/98
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Thailand at a glance 9/8/98

East Lower-
POVERTY and SOCIAL Asia & middle-

Thailand Pacific income Development diamond*
1997
PoDulation. mid-vear (millions) 60.6 1.753 2.285 Life expectancy
GNP oer caDita (Atlas method. US$) 2.800 970 1.230
GNP tAtlas method. US$ billions) 169.7 1.707 2.818

Averaue annual arowth. 1991-97

PoDulation /%) 1.2 1.3 1.2

Labor force {No} 1.5 1.4 1.3 X Gross
per primary

Most recent estimate flatest vear available. 1991-971 capita 7 enrollment

Povertv (% of DoDulation below national oovertv line) 13
Urban oooulation (% of total oODulation) 21 32 42
Life exDectancv at birth (years) 69 69 69
Infant mortalitv loer 1.000 live births) 33 38 36
Child malnutrition (% of children under 5) .. 16 .. Access to safe water
Access to safe water (% of rooulation) 81 84 84
llliteracv (% ofDoDulation aoe 15+) 6 17 19
Gross Drimarv enrollment (% ofschool-aue oovufation) 87 115 111 Thailand

Male .. 118 116 Lower-middle-income group
Female .. 116 113 L

KEY ECONOMIC RATIOS and LONG-TERM TRENDS

1976 1986 1996 1997
Economic ratios*

GDP (US$billions) 17.0 43.1 181.4 153.9
Gross domestic investmentUGDP 24.0 25.9 41.7 35.0
ExDorts of aoods and services/GDP 20.2 25.6 39.3 47.0 Trade
Gross domestic savinas/GDP 21.5 27.9 35.9 35.7
Gross national savinaslGDP 21.2 25.9 33.2 32.6

Current account balance/GDP -2.6 0.6 -7.9 -2.0
Interest oavments/GDP 0.6 2.4 1.2 2.0 Domestic - - Investment
Total debtlGDP 13.7 42.9 50.1 Savings
Total debt service/eXDorts 10.4 30.1 11.4
Present value of debt/GDP .. .. 50.1
Present value of debtlexeorts .. .. 120.0

| Indebtedness
1976-86 1987-97 1996 1997 1998-02

(averaae annual orowth)
GDP 6.0 8.7 5.5 -0.4 Thailand
GNP Der caoita 3.7 7.2 4.0 -2.1 .. Lower-middle-income group
Exoorts of acods and services 8.9 13.5 -1.8 6.6 .. _ 2

STRUCTURE of the ECONOMY __-

1976 1986 1996 1997 Growth rates of output and investment(%)
(% of GDP)
Aariculture 26.7 15.7 11.0 11.2
Industrv 27 6 31 39. 9.3 10

Manufacturina 19.7 23.9 28.4 26.8 o
Services 45.7 51.3 49.5 48.9 -l 2 93 94 95 05 07

Private consumDtion 67.5 59.3 53.9 54.1 -20
General aovernment consumotion 11.0 12.8 10.2 10.3 __ GD1 _DP

Imoorts of acods and services 22.7 23.6 45.1 46.4 i

(avereae annual arowth) 1976-86 1987-97 1996 1997 Growth rates of exports and imports (%)

Aoriculture 3.8 3.4 3.8 1.2 25
lndustrv 7.1 11.2 7.0 -0.1 20

Manufacturino 6.2 11.3 6.9 0.2 '6
Services 6.3 8.2 4.6 -1.1 I

Private consUmDtion 4.7 7.6 5.2 0.0 1
General aovernment consumotion 7.8 5.9 9.5 -0.7 -5 92 93 54 95 56\5

Gross domestic investment 5.0 11.5 5.4 -19.0 -_°
MDorts of aoods and services 4.7 13.7 -0.9 -10.0 - Exports -lmnports

Gross national oroduct 5.8 8.5 8.0 -1.1 1

Note: 1997 data are preliminary estimates.

The diamonds show four kev indicators in the countrv (in bold) comoared with its income-arou1 averaoe. If data are missina. the diamond will
be incomolete.
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Thailand

PRICES and GOVERNMENT FINANCE
1976 1986 1996 1997 I Inflatlion (%)

Domestic prir.es
(% change)
Consumer prices 4.1 1.8 5.8 5.6 9
Implicit GDP deflator 4.5 1.7 4.0 5.4 4

Government finance 2
(% of GDP, includes current grants)
Current revenue 12.4 15.0 18.9 92 93 94 95 96 97

Current budget balance 0.7 -0.5 8.5 GDP detlator P
Overall surplus/deficit -3.6 -4.5 2.2 ..

TRADE

(US$ millions) 1976 1986 1996 1997 Export and import levels (US$ millions)
Total exports (fob) 2,980 8,872 56,001 58,431 soooo

Rice 422 775 2,012 2,080 70,000
Rubber 260 577 2,513 1,900 60.000 _
Manufactures .. 4,649 45,646 48,182 0r000o 

Total imports (clt) .. 9,448 72,768 63,286 40 000

Food . .. 1,660 1,366 20,000
Fuel and energy .. 1,225 6,248 5,53 1009

Capital goods . .. 34,222 31,36 02 9 9l0 6 9
Export price index 11995=1001 .. 62 99 91 92 93 94 95 96 97
Import price index (1995=100) .. 50 99 .. Exports a Imports
Terms of trade (1995=100) .. 124 100 -

BALANCE of PAYMENTS

(US$ millions) 1976 1986 1996 1997 Current account balance to GDP ratio (%)
Exports of goods and services 3,467 11,105 71,687 72,740 0
Imports of goods and services 3,900 10,219 83,422 72,673 1' t 92 93 94 99 96 97
Resource balance -433 887 -11.735 67 -2

Net income -54 -864 -3,386 -3,576 3
Net current transfers 47 225 761 446 -4t

Current account balance -440 247 -14,360 -3,063 -

Financing items (net) 521 436 16,529 13,712 -7--
Changes in net reserves -81 - 684 -2,169 -10,649

Memo:
Reserves includina aold (US$ millions) 1.893 3.776 38.645 26.893
Conversion rate (DEC. Iocal/USS 20.4 26.3 25.3 31.4

EXTERNAL DEBT and RESOURCE FLOWS
1976 1986 1998 1997 r 

IUSS millions) Composition of total debt, 1996 (US$ millions)
Total debt outstanding and disbursed 2,326 18,505 90,824 .. B: 100

IBRD 298 2,781 1,607 1,715 A:1.607 D 1,278
IDA 11 109 100 98 E: 7,623

Total debt service 378 3,655 8,652 .. |" I
IBRD 36 358 318 257 | 37/613
IDA 0 1 3 3 :37,613 /l

Composition of net resource flows
Official grants 84 152 96
Official creditors 109 294 634
Ptvate creditors 139 -505 9,630 F: 42,603
Foreign direct investment 79 263 2,336
Portfolio equity 0 31 1,551

World Bank program
Commitments 158 93 250 767 A - IBRD E -Bilateral
Disbursements 50 206 138 443 B -IDA D -Other multilateral F -Private
Principal repayments 15 129 198 155 c - IMF G - Short-term
Net flows 35 77 -60 288 1
Interest payments 22 230 122 105
Net transfers 13 -154 -183 184

Wodd Bank 9/8/98
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SOURCES DATA ISSUES

* Data on investment, manufacturing, expenditure, Fiscal data: In reporting developments in the
balance of payments, monetary variables, and trade are fiscal position of the govemment, BOT usually focuses on
from the Bank of Thailand's (BOT) web page (monthly the sum of both the budgetary cash balance and the non-
statistical update, Key Economic Indicators, Databank, budgetary cash balance and calls this number the overall
all available at http://wwwtbot.or.th.) government cash balance. However, to compare the balance

* Unemployment data in Thailand come from different with the IMF targets, we are looking only at the budgetary
sources, including (i) the national Labor Force Survey (or treasury accounts) balance.
(LFS) which is conducted by the National Statistical Uneiployment. There is no consensus in
Office (NSO) three times a year, (ii) the number of Thailand on which data source is more accurate and which
persons laid off reported by the Ministry of Labor and definition of unemployment should be used. For example,
Social Welfare (MoLSW), (iii) national censuses (three the unemployment rate varies greatly whether it is

so far) cond(ucted by the Department of Local calculated as a percentage of the current labor force (that is,
Administration (DOLA), and (iv) NESDB estimates of excluding the seasonally inactive labor force) or as a
the number of new graduates entering the labor force. percentage of the total labor force. More importantly
We consider the Labor Force Survey the most reliable should seasonally inactive workers be counted as
source and have chosen to focus on those numbers, uncmployed or not? The seasonal impact on employment is

* Data on tourism is from the Bangkok Post, Jones Lang highly significant in Thailand, with the dry season on
Wotton and Travel Impact Newswire average leading to a reduction in employment by 3 million
(imtiazgloxinfo.co.th) people

* Real estate data is provided by Jones Lang Wootton
(http://www.jlwthai.com/) in their monthly newsletter Sovereign ratings. Like other credit ratings,
"Insight." sovereign ratings are assessments of the relative likelihood

* Forecasts based on IMF and Consensus Economics. that a borrower will default on its obligations. Governments
* Other sources of information include (i) Warburg generally seek credit ratings to ease their own access to

Dillon Read: "The Asian Adviser," (monthly report); international capital markets, where many investors,
(ii) Institute of International Finance, Inc.; (iii) particularly U.S. investors, prefer rated securities over
Embassy of the United States: "Economic Trends and unrated securities of apparently similar credit risk. In the
Forecast for 1998." past, governments tended to seek ratings on their foreign

* Discussion of sovereign ratings draws on Richard currency obligations exclusively, because foreign currency
Cantor and Frank Packer in "Determinants and Impact bonds were more likely than domestic currency offerings to
of Sovereign Credit Ratings," FRBNY Economic be placed with international investors. In recent years,
Policy Review, 1996 however, international investors have increased their

* The "Thailand at a Glance" tables are generated from demand for bonds issued in currencies other than traditional
the World Bank's "live data base." Some of the global currencies, leading more sovereigns to obtain
numbers may differ from BOT tables because of domestic currency bond ratings as well.
differences in definitions and the use of different

exchange rates to convert baht numbers into US 1 The World Bank, "East Asia: The Road to Recovery," p.
dollars. 28.

2 In a World Bank survey (D. Dollar/ M. Hallward-
LINKS Driemeier) of more than 2000 exporting firms in Thailand,

lack of access to credit was not listed as the most important
Other Web sites on Thailand worth visiting: constraint. The Thailand Economic Monitor in August and

* BOT's Economic Research Department: September reported its findings and the paper is available
www.bot.or.th/research/public/econpage.htm on-line at http://www.nesdb.go.th/compet. Another recent

* Privatization Masterplan: www.mof.go.th/SEPC/ survey ("The Impact of the East Asian Crisis on Thai
* Fiscal data: www.mofgo.th/fiscal/ Firms" by F.G. Adams and H. Vernon, e-mail:
* Board of Investment: www.boi.go.th/ adams@sas.econ.upenn.edu) singled out dlepreciation and
* Social Sector Program Loan: http://www.sspl.org! foreign exchange loss as key constraints.
* National Statistical Office (for employment data):

http://www.nso.go.thk
* Thai Rating and Information Services: In addition to cary over from last fiscal year.

www.tris.tnet.co.th/ 4 In midpoiont tof c ranger ofr lth fimum year.
* Stock Exchange of Thailand: www.set.or.th The midpoint of the range of the minimum lending rate
* Customs data: www.customs.th
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(MLR), as offered by the four largest commercial bank and
deflated by CPI.
5For Thailand, the graph is measuring Thailand's sovereign
bond coupon of 7 3/4 percent maturing on 04/15/07
spread's above equivalent US Treasuries.
6 The survey is nationwide and provides information on
about 190,000 individuals. The numbers are reported on the
NSO web site (www.nso.go.th) and on the BOT web site.
7This approach has been advocated by a recent study of
LFS data: Nanak Kakwani, "Impact of Economic Crisis on
Employment, Unemployment and Real Income,"
September 1998.
8 Thailand has two main seasons - the dry season covering
February, March and April and the wet season covering
August, September and October. When the survey is
conducted in August, two-three months after the rain has
started to fall, large numbers of workers have been
absorbed by the agricultural sector and, thus, the amount of
"seasonal inactive workers" is at it lowest point of the year.
Conversely, when the survey is conducted in May, after
months of no rain, the agricultural sector employs few
workers and, thus, the number of seasonally inactive
workers peaks.
9 According to initial findings from the Social Sector
Program Loan (SSPL). The SSPL has the most
comprehensive web site on social issues in Thailand at
http://www.sspl.org/. The initial findings are summarized
in the SSPL Quarterly Newsletter - October 1998 Issue,
available online.
10 Number of laid off employees complaining about not
being paid severance payments. The data is from the Labor
Protection Department of the Ministry of Labor and Social
Welfare who registers the number of laid off people who
complain about not receiving their severance payment.



THE WORLD BANK

Thailand Office
Diethelim) Towers

14th Floor Tower A

93 1 'Nireless RoaC PRODUCEDBY

Baogko 10330. 'hailand

Tel. 662) 256 f792 alphDIgraphiOG
PFintshops Of The Future

Fax 6621 2156-7794-5- T EL.4 4 01 13 3-3 9


