Report on Industrial Economics Status for January 2018 and First Quarter of 2018

Industrial Production Status
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*MPIs have been adjusted for 2018 under ISIC Rev.4 classifications which cover 21 divisions, 57 industrial groups and 235 products. The industrial index was formed using the Laspeyres
formula based on the 2011 fixed weights, with added value and output value referenced from “The 2012 Business Trade and Industry Census: The Manufacturing Industry” produced by
the National Statistical Office of Thailand. Furthermore, the weights of weighted value have been adjusted with added value to reflect the current industrial structure.

The industrial economic status in January 2018 grew for the ninth consecutive month since May 2017.
The manufacturing production index (MPI) grew by 3.4 percent from last year, resulting from recovering
exports, consistent with the global economic status. Industrial exports in January 2018 grew by 17.2 percent,
even though the Thai Baht appreciated; this showed Thailand’s capabilities to compete with its competitor
countries. Furthermore, domestic purchasing power grew in a positive direction, whereby the private
consumption index' expanded steadily from last year, consistent with expenditure which grew in all
categories. Expenditure in durable goods had good growth, whereby domestic automobile sales grew by
16.17 percent and imports of consumables such as apparel and garments grew by 42.2 percent. On the

other hand, sales of service goods (hotels, restaurants and transportation) grew by 9.9 percent.

For the past 3 months (October, November and December) the MPI (%MoM) change rate was normal,
as follows; in October was -5.0 percent, November was 6.4 percent and December was -3.3 percent in
accordance with seasonal changes throughout the year, whereby in November production accelerated to

support purchases during the New Year festival.

Compared to the same period in the previous year (%YoY), the MPI of October, November and December
2017 showed a trend of growth, that is in October, November and December the rate of change was 0.4

percent, 5.5 percent and 5.0 percent, which showed strong and stable growth in the industrial sector.
Key industries that contributed to the MPI growth in January 2018 were:

» Automobile: Production increased from last year, from growth in both domestic and export
markets. This was a result of continuous new model launches by several manufacturers, coupled with the
expiration for consumers purchasing under the first car scheme and the recovering domestic economy.
Domestic sales grew by 16.17 percent, whereas exports to Oceana, the Middle East, Africa, Europe and

Central and South America expanded, resulting in a 2.5 percent growth in exports.
» Auto-Parts: Production grew by 15.6 percent, in line with increased automobile assembly.

» Vegetable Oil: Production increased from crude and refined palm oil, which grew by 42.5 percent.
This was a result of a 30 percent increase in crude palm oil supply as government policy increased the
proportion of biodiesel (B100) in fast-spinning diesel to 7 percent or B7, while the price of crude palm oil
continued to decline; thus, production of biodiesel and refined palm oil increased. Furthermore, the previous
year faced flooding which led to less yield. Additionally, the National Palm Oil Policy Committee approved

resolutions on reducing crude palm oil (CPO) stock on 7 December 2017.

! From the Bank of Thailand
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» Processed Meat: Production grew by 7.6 percent as consumption in export markets continued to
support the Chinese New Year abroad. Apart from that, the breakout of bird influenza in South Korea, Japan,
the United States and many countries in Europe resulted in increased orders by importers for chilled and
frozen chicken meat in key import markets such as Japan, Laos and the Netherlands, and processed chicken

meat in key import markets such as Japan, the United Kingdom and the Netherlands.

» Electronic Components: Production grew by 3.4 percent due to higher demand for products,
especially ICs which are crucial in the development of high technology products, including smart phones,

tablets and hard disk drives, developed to be more scalable for use in cloud storage.

The MPI'in Q1/2018 is expected to positive growth in the range of 3.0-3.5 percent. Key industries
expected to grow are automobiles, electronics and the food industry. Compared to Q1/2017 where the MP!
shrank by 0.08 percent (from production which dropped in the automobile industry as export markets in
Asia, the Middle East and Central and South America slowed down, whereas Q1/2018 is expected to grow
from the expiration of the first car scheme and new model launches) which reflects a stable direction of
growth in the industrial sector. Overall for 2018, growth is expected in the 2.5-3.0 percent range from
2017, which grew by 2.1 percent. Key positive factors are the global economic recovery which will encourage
exports to grow steadily, coupled with driving forces such as government investment in conjunction with
development in the Eastern Economic Corridor (EEC) project, whereby the Eastern Special Economic Zone

Act has been adopted by the National Legislative Assembly (NLA), boosting investor confidence.

On 14 February 2018, the Monetary Policy Committee (MPC) agreed in consensus to maintain the
policy interest rate at 1.50 percent per annum, reflecting a positive economic outlook; the committee
evaluated that the overall Thai economy is likely to continue to grow more visibly. Exports of goods and
services expanded continuously as the world economy grows stronger, whereas private consumption also
had good growth especially in durable goods, coupled with support from government policy. However,
overall household purchasing power improved gradually partly due to structural problems in the labour
market and high household debt. Private investment continued to improve in line with the improving
economy and is expected to continue to expand with additional support from government projects.
Meanwhile, government spending is also a major economic driver, despite the recent delays in investment.
Furthermore, the Thai economy is still faced with risks which must be closely monitored, resulting from the

impact of US economic and trade policy uncertainty.
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Other Industrial Economic Indicators in

January 2018
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Other Industrial Economic Indicators in January 2018

B Thailand’s Industrial Sector Importation
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© The import value of industrial machinery and components in January 2018 was 1,630.4
million USD which grew by 37.1 percent compared to the same month last year, from increased imports
on engines, drive shafts and components, steam turbines and components and construction machinery
and parts which grew.

© The import value of raw material and semi-finished products (excluding gold) in January
2018 was 7,345.6 million USD which grew by 24.9 percent compared to the same month last year, in line

with import growth of chemicals, iron, steel and products, equipment and components of electrical

appliances and electronics which grew.
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B Status on Industrial Operations
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© A total of 340 factories obtained licenses to operate in January 2018. The number grew by

Source: Department of Industrial Works

14.09 percent from December 2017 (%MoM) and 15.65 percent from the same month last year

(%YoY).

@ The total value of investment from the factories that obtained licenses to operate in

January 2018 was 15,300 million Baht, a decrease by 45.28 percent from December 2017

(%MoM) and by 16.89 percent from the same month last year (%YoY).

“The industry with the highest number of new licensed factories for operation in January 2018

was the concrete product manufacturing industry and gypsum concrete product manufacturing

industry (25 factories), followed by the gravel, sand and clay digging/scooping industry (21 factories).”

“The industry with the highest value of investment in January 2018 was raw sugar or white sugar

production valued at 6,510 million Baht, followed by the meat preservation through quick freezing

industry valued at 793 million Baht.”




Report on Industrial Economics Status for January 2018 and First Quarter of 2018

B Status on Industrial Operations (cont.)
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@ A total of 138 factories ceased operation in January 2018. The number grew by 122.58
percent from December 2017 (%MoM) and 43.75 percent from the same month last year (%YoY).

@ The value of investment lost on cessation of operation equated to 3,683 million Baht, an
increase from December 2017 by 462.94 percent (%MoM) and 243.4 percent from the same
month last year (%YoY)

“In January 2018, factories producing wooden household items, home decoration and wooden

furniture had the highest number of shutdowns (17 factories) followed by the engine-powered vehicle

repair industry (13 factories).”

“The industry with the highest value of investment with factory shutdowns in January 2018 was

the power plant industry with 1,560 million Baht, followed by food and beverage production from

vegetables, plants or fruits with 691 million Baht.”
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Industrial Economic Status for January 2018 by Industry

1. Food Industry

B Chilled and Frozen Chicken Meat
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@ The production and export value of food
products increased from the same period last year, in line
with increased agricultural outputs. The food industry was
boosted significantly by exports from continuously growing
consumption. Domestic consumption also increased from
the positive trend of economic recovery.

©  Production of food in January 2018 grew by
7.2 percent from last year (%YoY). The details are:

1) Export-orientated  Products:  Processed
chicken and frozen shrimp increased (%YoY) by 7.7 percent
and 0.9 percent in support of consumption during the
Chinese New Year’s festivities. Furthermore, growth was
gained from advantages of the policy to promote
compartments in the poultry industry, boosting confidence
and a positive image of the industry. This led to continuous
purchase orders from Japan in support of the travelling
season.

2) Domestic-orientated Products: Crude
palm oil, refined palm oil, animal feed (chicken) and
frozen chicken meat increased (%YoY) by 159.5
percent, 17.5 percent, 10.1 percent and 9.1 percent
respectively, in line with continuously increased
consumption.

B Chilled & Frozen & Shrimp
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Domestic market: Domestic sales volumes of food
products grew by 10.3 percent in January 2018 (YoY),
resulting from a positive economic trend. The New
Year’s festival was also an advantage to further drive
domestic consumption

© Foreign Market: The total export of food
products in January 2018 increased (%YoY) by 25.9
percent. Key products included cassava products,
sugar, chilled / frozen chicken meat, canned tuna, rice
products, processed chicken, instant noodles and
chilled and frozen shrimp which increased (%YoY) by
42.3 percent, 42.2 percent, 40.6 percent, 25.7 percent,
21.6 percent, 13.2 percent, 10.5 percent and 6.9
percent respectively, in response to increased
purchase orders from importers to support the Chinese
New Year’s festivals

“Production and export of food products in
February 2018 are expected to increase from the
same period last year, because of positive factors
motivating production of key products such as poultry
(chilled / frozen / processed chicken meat) which has
seen a constant growth as a result of an outbreak of
bird influenza and to serve the festivals in trade
partner countries (Japan and South  Korea).
Furthermore, demand for rice products (white rice and
Jjasmine rice) have also seen increasing demand in
trade partner countries, coupled with a stable
domestic economy and recovering global economy.”
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2. Textile and Garment Industry
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® Products of textile fiber and fabric dropped by
3.94 percent and 6.08 percent (%YoY), as production
of fibers and cotton fabrics dropped because of lower
domestic demand, coupled with decreased ability to
compete within the product group in the world
market.

On the other hand, synthetic fibers and fabrics
made from synthetic fibers grew in line with the
direction of exports. Most of the products were in
synthetic fibers and specialty fabrics such as collagen
and composite fibers

© Garments increased by 12.34 percent (%YoY)
from production of female underwear and men’s
apparel to support exports to the United States and
Japan.

Domestic Sales

® Textile fibers, fabrics and garments decreased
by 6.73 percent, 4.76 percent and 1.44 percent,
partially because domestic consumption did not grow
as consumer confidence had not yet fully recovered
about the fluctuating global economy, coupled with
uncertainly about the domestic economy’s recovery

Exports

© The export value of textile fibers and fabrics
increased by 30.18 percent and 19.16 percent
respectively. Textile fibers have consistently grown
over 15 months from November 2016, with the key
export product being cotton and fabrics made from
artificial fibers, mostly the fiber and fabrics with
specialty fibers categories. For these product
segments, Thailand still has potential to produce and
export to major markets including Turkey, Indonesia,
China, Japan, and South Korea.
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@ Garments dropped by 0.75 percent (%YoY) in
cotton apparel and children wear. However, products in
the female underwear and sports categories such as

swim and ski wear grew in the United Stated and Japan.

Forecasts for February 2018

© Production of textile fibers and fabrics are
expected to grow from exports of synthetic fibers and
fabrics made from specialty fibers, especially fibers and
fabrics made from specialty fibers within the Asian
market.

© Production of fabrics and garments are
expected to grow as exports of apparel and underwear
increase to Japan, South Korea and EU, in line with the

growing global economic trend.
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3. Automotive Industry

B Automobile Production Industry

B Motorcycle Production Industry
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©  Automobile production in January 2018
reached 166,196 units, a 5.72 percent growth from
December 2017 (%MoM) and 9.15 percent from the
same month last year (%YoY) from increased
production of passenger cars, and 1-ton pickup trucks
and commercial vehicles.

© Domestic sales of automobiles in January
2018 reached 66,513 units, a drop by 36.23 percent
from December 2017 (%MoM) but a 16.17 percent
growth from the same period last year (%YoY) from the
recovering domestic economy, consumer confidence,
release of new pick-up truck models into the market
and the expiration of the first car scheme.

©  Automobile exports in January 2018 reached
82,067 units, a drop by 14.37 percent from December
2017 (%MoM) but an increase by 2.46 percent from the
same period last year (%YoY), due to growing exports to
almost all markets, except Northern America and Asia.
Exports to Asia decreased because of Vietnam’s
regulations on automobile imports (Decree 116) which
led to a slow down in exports among Thai manufacturers
to Vietnam during the first quarter.

“In February 2018, the trend of the automotive
industry is expected to grow compared to February
2017 from the recovery of both domestic and global
economy, coupled with increased production in line
with bookings from the Motor Expo in the past
December.”

Source: Office of Industrial Economics; initial data collected from
Automotive Division, Federation of Thai Industries

Source: Office of Industrial Economics; initial data collected from

Automotive Division, Federation of Thai Industries

© Motorcycle production in January 2018
reached 182,221 units, a 19.63 percent growth from
December 2017 (%MoM), and a 6.79 percent growth
from the same period last year (%YoY), from an
increase in production of multipurpose motorcycle
models.

© Domestic sales of motorcycles in January
2018 reached 155,088 units, a 17.92 percent growth
from December 2017 (%MoM), and 5.34 percent
growth from the same period last year (%YoY)

© Exports of motorcycles in January 2018
reached 34,773 units, a drop by 2.27 percent from
December 2017 (%MoM) but a 2.73 percent growth
from the same period last year (%YoY). Export markets
which expanded included the USA, Japan and Canada.

“In February 2018, the trend of the motorcycle
production industry is expected to grow compared to
February 2017 from continuous recovery in the domestic
economy and a trend of better agricultural prices.”

Source: Office of Industrial Economics; initial data collected from
Automotive Division, Federation of Thai Industries
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4. Cement Industry

B Clinker Cement Industry

Volume of Clinker Cement Production, Domestic Sales, and Exports
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©  Clinker cement production in January 2018
reached 3.77 million tons, a 14.66 percent growth from
December 2017 (9%6MoM) but a drop by 7.79 percent from the

same month last year (%YoY) as stock still had high volume.

©  Domestic clinker cement sales in January 2018
reached 0.03 million tons, a 13.33 percent growth from
December 2017 (%MoM) but a 10.05 percent drop from

the same month last year (%YoY).

® Export of clinker cement in January 2018
reached 0.46 million tons, a 35.19 percent drop from
December 2017 (%MoM) and 4.23 percent drop from the

same month last year (%YoY).

© I February 2018, the clinker cement industry is
expected to grow slightly compared to the same month last

year, as stocks remained high from the previous month.
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®  Cement production (excluding clinker) in January
2018 reached 3.25 million tons, a drop by 8.36 percent from
December 2017 (%MoM) and by 8.02 percent from the same

month last year (%YoY, as stocks remained high.

©  Domestic cement sales (excluding clinker) in
January 2018 reached 2.90 million tons, a 0.24 percent
growth from December 2017 (%MoM) but a drop by 3.65
percent compared to the same month last year (%YoY),
from higher market competition than last year and

seasonal fluctuations with rainfall on occasions.

®  Export of cement (excluding clinker) in January
2018 reached 0.50 million tons, a drop by 4.82 percent
from December 2017 (%MoM) but a drop by 8.78 percent
from the same month last year (%YoY), as a result from a
slowdown in purchase orders from Cambodia, Sri Lanka
and Myanmar by 59.45 percent, 59.00 percent and 22.47

percent respectively.

© In February 2018, the cement industry is
expected to grow slightly if the public sector progresses
with construction projects and if both existing and new

export markets grow.
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5. Electrical and Electronics Industry

B Electrical Industry

Monthly Data on the Electrical Appliance Industry
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® Production of electrical appliances remained
stable with the production index of 113.22, a slight drop by
0.88 percent compared to same month last year. Products
which decreased in production were air conditioners,
compressors, refrigerators and electric motors by 11.78
percent, 0.84 percent, 0.19 percent and 7.87 percent
respectively. This was a result of a slowdown in domestic
consumption, coupled with a slowdown in come key
export markets. On the other hand, production of
household fans, washing machines, microwaves, kettles,
rice cookers and electric wires grew by 13.90 percent, 33.29
percent, 12.28 percent, 18.46 percent, 6.36 percent and
20.21 percent respectively, compared to the same period
last year from increased purchase orders from abroad.

© Export of electrical appliances valued 2,002.91
million USD, an increase of 13.39 percent compared to the
same month last year. Exports to key markets rose, including
China, ASEAN, EU and Japan with the export of air conditioners,
a high-value product rising 7.80 percent to reach 370.41 million
USD, followed by refrigerators with a 15.85 percent climb from
last year valuing 136.87 million USD and electrical circuit and
switchboards with a 22.65 percent increase from last year
valuing 132.31 million USD.

“The manufacturing production index is forecasted to
increase slightly in February 2018, by 5.14 percent compared to
the same period last year. Products that are expected to slow
down are air-conditions from less domestic sales and purchase
orders from abroad, whereas products that are expected to
grow are washing machines from increased exports to key
markets, especially to the USA and electrical wires used in the
foundations of construction in respective countries.”

B Electronics Industry

Monthly Data on the Electronics Industry
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© Production of electronics remained stable with the
production index of 98.22, a 3.56 percent growth compared
to the same month last year. This was due to key products
such as monolithic IC, PCBA and HDD grew by 16.34
percent, 17.23 percent and 5.10 percent respectively in
line with a growth in global electronic products. ICs are key
to technologically advanced products including smart
phones, tablets and HDDs which have been developed to
be more scalable for use in cloud storage, whereas
semiconductors, other ICs and printers dropped by 0.59
percent, 3.42 percent and 6.06 percent respectively,
following less purchase orders from overseas

© Export of electronics valued at 3,095.27 million USD, a
19.97 percent growth compared to the same month last year.
Exports to all key markets improved including China, Japan,
ASEAN, EU and USA. Electronic products with the highest export
value were computer equipment and parts with a value of
1,260.83 million USD, an increase by 22.31 percent, followed by
ICs valued at 643.62 million USD, an increase of 6.39 percent
compared to the same month last year.

“The manufacturing production index for electronics in
February 2018 is expected to increase by 2.32 percent
compared to the same month last year, from exports of
computer equipment and parts and ICs which have grown
consistently.”
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6. Iron and Steel Industry

Iron and Steel Industry
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® The manufacturing production index in January
2018 reached 113.22, a drop by 1.57 percent compared to
the same period last year. Production of long-formed steel
decreased by 4.98 percent whereby deformed bars
decreased by 10.88 percent. This was the fourth
consecutive month for reduced production since October
2017-January 2018. This was followed by cold-rolled
structural steel products and steel rods which dropped by
6.56 percent and 5.81 percent respectively from a
slowdown in domestic construction. Flat steel grew by 2.31
percent, whereby cold-rolled steel sheets grew by 23.46
percent as downstream industries grew, that is electricity,
electronics and the automobile industry. This was followed
by zinc-plated steel sheets which grew by 16.99 percent,
whereas steel pipes dropped by 2.99 percent.

© Domestic sales volume in January 2018 was 1.53
million tons, a 22.10 percent growth. The consumption of
long-formed steel equated to 0.53 million tons, a 22.9
percent growth, whereby steel rods and structural steel
products grew by 25.7 percent, increasing for the first
month after a four-month consecutive decline; this was due
to the stagnant construction industry, however progress in
public construction projects during the end of the year
contributed to recovery in the construction industry. Flat
steel products grew by 21.7 percent dropping to 1 million
ton, whereas hot-rolled steel sheets grew by 44.8 percent,

followed by cold-rolled sheets by 27.3 percent.

© The import volume in January 2018 was 0.96
million tons, a 19.2 percent growth compared to the same
period last year. A total of 0.18 million tons of long-formed
steel products was imported, a 2.6 percent growth, whereas
0.78 million tons of flat steel was imported, increasing 23.6

percent.

“The trend for the steel industry in February 2018 is
expected to drop by 9.95 percent with long-formed steel
decreasing 19.89 percent, whereby deformed bars are
projected to decrease by 31.51 percent, followed by steel
rods by 31.48 percent, as a result of a slowdown in the
construction industry. Structural steel products are projected
to grow by 6.85 percent with steel pipes increasing 24.14
percent and cold-rolled structural steel increasing 13.25
percent. Flat formed steel is projected to drop by 10.39
percent with chromium-plated sheets decreasing 38.99
percent, followed by tin-plated sheets and cold-rolled sleet
sheets by 21.39 percent and 17.59 percent respectively, in
line with the can and metal packaging industry which
dropped in MPI by 25.02 percent.”



