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¢ TheBankof Thailand (BoT) voted 6-1 to keep its benchmark rate at 2.50%
in today’s MPC meeting, extending its pause for the fourth straight
meeting. This aligns with our and the market's outlook for BoT to leave
policy unchanged.

Figure 1: Thailand’s headline inflation is still soft and Figure 2: Headline & Core inflation continued to expand
remains within the official guidance in May and may continue to do so in the upcoming
quarters
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We See No Rate Cuts throughout the Year

We keep our forecast for the Bank of Thailand (BoT) to maintain its benchmark rate at 2.50% in 2024. We view the current
benchmark rate as neutral and appropriate in ensuring price stability and supporting long-term sustainable growth. The
Monetary Policy Committee (MPC) of Thailand viewed that the current policy rate is at an appropriate level for maintaining
the macroeconomic and financial stability in the country. The rate is suitable to maintain the central bank’s policy space in
coping with future uncertainties.

Our view is supported by three key factors: (1) inflation pressures are likely to rise as the year progresses, (2) the positive
outlook on Thailand’s economic growth on the back of a continued recovery in private consumption, and (3) rate cuts are
not be a macro prudent move given elevated global inflation.

We anticipate Thailand’s headline inflation to expand at 1.0% YoY and core inflation to grow by 0.7% YoY in 2024.
Thailand’s CPl is expected to gradually increase momentum throughout 2024, with the expectations of higher global food
and oil prices on the horizon. Our global inflation models, which closely track global crude oil, metals and food prices, suggest
that commodity prices will support global import and producer prices, which may elevate the domestic prices of ASEAN’s
import-reliant economies.

Thailand’s headline CPIl jumped to 1.54% YoY in May, up from 0.19% YoY in the previous month and expanded more than
market forecasts of 1.19% YoY. This rise was primarily due to a low base effect from last year's electricity tariff and surging
food prices. It was the first time since April 2023 that inflation fell within the Bank of Thailand's target range of 1%-3%. With
inflation returning to the target range earlier than expected, rather than at the end of 2024, and supply-side disruptions
along with geopolitical tensions, coupled with the present rise in energy prices throughout the year. Consequently, we see
no incentives for BOT to cut interest rate this year.

We still keep our optimistic view on private consumption to continue recover in the upcoming quarters ahead, thus
making it a dominant contributor to overall growth. Private consumption stayed solid at 6.9% in 1Q24 versus (7.4% in
4Q23) potentially could be supported by firm tourism that might boost the services sector. Moreover, we expect tourism
arrivals to return to pre-COVID level in 2024, further contributing to demand-pull inflation. The recovering tourism levels
are expected to lift Thailand’s consumption and wages in 2024. The global external economic environment has remained
resilient year-to-date, in line with our above-consensus US (2.5%) and China (5.0%) GDP growth forecasts for 2024. We keep
our positive view on China’s economy, quoted in the previous thematic paper, which suggests primarily that ASEAN-6
inbound tourism demand from China will pick up in 2024.

Furthermore, lower interest rates will reduce the return on investments in Thailand, making it less attractive to investors
and dampening capital formation. The decrease in demand for THB may depress THB strength, and may translate into
softer investor confidence in the year ahead. A consistent policy rate reduces uncertainty, making the Thai baht more
predictable and less susceptible to sharp fluctuations. This stability supports the competitiveness of Thai exports and
prevents sudden capital outflows that could devalue the currency.

We keep our base case view for the US FFR to see a cut only in December 2024, with the balance of risks tilted towards
no cuts for the year. Recent FOMC minutes suggest some subtle calls for FFR hikes, given the lack of confidence for inflation
to move towards the Fed’'s 2.0% objective. A higher US FFR can lead to capital outflows from Thailand as investors seek
better returns in the US, potentially depreciating the Thai baht. We expect that global inflation will likely persist in 3Q24 and
China’s recovery will help base metal prices, while poor harvesting conditions will support food prices. ASEAN (especially
Malaysia, Indonesia, and Thailand) rates will stay in tune with the US FFR and potentially stay where they are at current
levels until we see further clarity on FFR moves.

The Bank of Thailand (BoT) voted 6-1 to keep its benchmark rate at 2.50% in today’s MPC meeting, extending its pause
for the fourth straight meeting. This aligns with our and the market's outlook for BoT to leave policy unchanged. Most
committee members deem that the policy rate remains consistent with the improving growth and inflation outlook while
fostering macro-financial stability in the longer term. The Thai economy is projected to expand by 2.6% in 2024 and 3% in
2025. This year’s growth is driven by stronger-than-expected domestic demand in the first quarter, continued recovery in
tourism, and acceleration in government disbursement during the second quarter. We perceive the current rate in neutral
gear and is appropriate given upside inflation risks on the back of high commodity prices and global demand-pull price
pressures.
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Figure 3: THB remains pressured by fund outflows in Figure 4: ... although a narrower carry may be seenin
2023... 2024, which might support THB strength...
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Figure 5: Thailand is seeing decreasing real rates against Figure 6: THB has been weakening against the USD
its peers
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Figure 7: Note a solid rebound in key price indices, Figure 8: Food inflation is on the rise, which means
suggesting a higher inflation climate in Thailand supply conditions may eventually lift consumer prices
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Disclaimer Economics and Market Strategy

This report is prepared for information purposes only by the Economics and Market Strategy division within RHB Bank Berhad and/or its subsidiaries,
related companies and affiliates, as applicable (‘RHB”).

Allresearchis based on material compiled from data considered to be reliable at the time of writing, but RHB does not make any representation or warranty,
express or implied, as to its accuracy, completeness or correctness.

Neither this report, nor any opinion expressed herein, should be construed as an offer to sell or a solicitation of an offer to acquire any securities or financial
instruments mentioned herein. RHB (including its officers, directors, associates, connected parties, and/or employees) accepts no liability whatsoever for
any direct or consequential loss arising from the use of this report or its contents. This report may not be reproduced, distributed or published by any
recipient for any purpose without prior consent of RHB and RHB (including its officers, directors, associates, connected parties, and/or employees) accepts
no liability whatsoever for the actions of third parties in this respect.

Recipients are reminded that the financial circumstances surrounding any company or any market covered in the reports may change since the time of their
publication. The contents of this report are also subject to change without any notification.

This report does not purport to be comprehensive or to contain all the information that a prospective investor may need in order to make an investment
decision. The recipient of this report is making its own independent assessment and decisions regarding any securities or financial instruments referenced
herein. Any investment discussed or recommended in this report may be unsuitable for an investor depending on the investor’s specific investment
objectives and financial position. The material in this report is general information intended for recipients who understand the risks of investing in financial
instruments. This report does not take into account whether an investment or course of action and any associated risks are suitable for the recipient. Any
recommendations contained in this report must therefore not be relied upon as investment advice based on the recipient's personal circumstances.
Investors should make their own independent evaluation of the information contained herein, consider their own investment objective, financial situation
and particular needs and seek their own financial, business, legal, tax and other advice regarding the appropriateness of investing in any securities or the
investment strategies discussed or recommended in this report.

RHB (including its respective directors, associates, connected parties and/or employees) may own or have positions in securities or financial instruments
of the company(ies) covered in this research report or any securities or financial instruments related thereto, and may from time to time add to, or dispose
off, or may be materially interested in any such securities or financial instruments. Further, RHB does and seeks to do business with the company(ies)
covered in this research report and may from time to time act as market maker or have assumed an underwriting commitment in securities or financial
instruments of such company(ies), may sell them or buy them from customers on a principal basis and may also perform or seek to perform significant
banking, advisory or underwriting services for or relating to such company(ies), as well as solicit such banking, advisory or other services from any entity
mentioned in this research report.

RHB (including its respective directors, associates, connected parties and/or employees) do not accept any liability, be it directly, indirectly or consequential
losses, loss of profits or damages that may arise from any reliance based on this report or further communication given in relation to this report, including
where such losses, loss of profits or damages are alleged to have arisen due to the contents of such report or communication being perceived as defamatory
in nature.
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