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Executive Summary

Summary of Thai Industrial Economic Status in Q2/2019

The industrial economic status in Q2/2019, when considered from the Manufacturing Production

Index (MPI), contracted by 2.6 percent; a key factor is partly from the global economic slowdown. Key
industries that contracted in Q2/2019 were as follows:

Manufacture of Sugar: The production decreased as the result of milling process were stopped earlier
than the year before from the scorching weather that is not favorable to sugarcane.

Other non-tire rubber products: The production declined from rubber blocks and sheets, as the
government issued measures to control rubber exports for four months starting from April 2019 onwards.

Computers and peripherals: The production dropped from Hard Disk Drive (HDD) products due to
the economic slowdown and rapid technological changes. This was together with the growth of SSDs (Solid-
State Drives) for personal computers and notebooks, including replacement with cloud storage technology,
in addition to the development of Hard Disk Drives to have higher storage capacity resulting in decreased

production volumes.

Industries with good growth in Q2/2019 were as follows:

Air-conditioners: Production for domestic sales increased due to hotter weather than the previous
year, coupled with the growing demand for inverter air-conditioners that have energy-saving selling points.
Meanwhile, international orders improved from weather conditions, especially in key ASEAN markets. There
were also new customers from India and existing customers from the Eurozone who increased orders.

Palm oil: Production increased mainly from crude palm oil, from government measures to solve the
problem of palm oil price declines in the past (used to produce renewable energy), to reduce the stock of

palm oil, and help raise the price of palm kernel to support farmers.

Outlook in Q3/2019

* Iron and Steel: Production is forecasted to decrease slightly compared to the same period of last year,
as the slowdown of related industry i.e., construction, automobile, and can packaging. However, there were

supporting factors from the expansion of the electrical industry.

* Electrical Appliances: Production is projected to grow by 1.6 percent, due to the increase of domestic

demand. Exports, on the other hand, decreased slightly by 0.3 percent compared to the same quarter last

year, from the slowdown of trading partner countries and the global economy, which affected Thai exports.

* Electronics: Production and exports are expected to decrease by 3.1 and 7.9 percent, respectively, compared

to the same quarter of the previous year as the global demand for HDDs and electronics slowed down.



* Automobile: Production in Q3/2019 is expected to reach approximately 520,000 units of which

45-50 percent will be for domestic sales and 50-55 percent for exports.

* Motorcycle: Production in Q3/2019 is expected to reach 480,000 units whereby 80-85 percent will be

for domestic sales and 15-20 percent for exports.

Pulp, Paper and Print Media: Production is projected to remain stable from the second quarter,
following the market direction and demand of buyers in other related industries, both domestically and
internationally. This is except for the paper packaging, which is expected to continue expanding until the
end of the year. Pulp exports in Q3/2019, when compared to the same period last year, is expected to

increase slightly, which is an adjustment to China and ASEAN markets.

¢ Ceramics: Domestic sales and production of Q3/2019 are expected to grow from more investments in
the real estate. This is combined with production to support growing exports to ASEAN, Japan, and China.

Especially, exports of tiles and sanitary ware are expected to grow continuously in Japan.

Cement: The industry (excluding clinker) in Q3/2019, when compared to the same quarter of last year,
production is expected to decrease slightly. The sales volume is projected to grow slightly due to Chinese
business operators were interested in investing in the real estate sector in the Eastern Economic Corridor

(EEQC), from the aftermath of the US-China trade war.

Textiles and Wearing Apparels: Production is expected to decrease slightly in correlation to the export

market direction and demand from domestic consumer which relatively slows down. Exports of textile
fibers and fabrics are expected to drop due to economic uncertainty of trading partners, especially China,
the US, and EU. However, apparel will grow from the Thai entrepreneurs’ capacity to be hired as Original

Design Manufacturer (ODM) of men's and women's clothing for international brands.

¢ Wood and Wooden Furniture: Production and domestic sales of wooden furniture in Q3/2019 are

expected to increase from the production to support the domestic market demand, mainly. Meanwhile,
exports of wood and wooden products are expected to decrease following the trend of processed wood

exports to China, which is expected to decline continuously.

* Pharmaceuticals: Production and sales in Q3/2019 are expected to expand from the same quarter of
last year by 5.47 percent and 2.08 percent, respectively, following the growth trend of ASEAN markets,

especially Vietnam, Laos, and Indonesia.



Rubber and Rubber Products: Production of tires and rubber gloves in Q3/2019 is expected to grow

by 0.21 percent and 2.18 percent, respectively, following the trend of market growth both domestically and
internationally. Production of processed rubber in primary forms are expected to grow by 0.60 percent
following the volume of natural rubber in the market that is expected to increase and purchase orders from

China which expected to expand.

Footwear and Leather Products: Production of footwear and leather products in Q3/2019 is expected

that tanned and finished of tanned leather will decrease as the base of Q3/2018 was high. Footwear is
expected to slow down in production as entrepreneurs with their brands turned to hire neighboring countries
such as Myanmar, Cambodia, and Vietnam, to produce instead. Furthermore, demand for brand-name
products grew. As a result, the proportion of imported products from foreign countries increased. However,
there are still positive factors that may affect the industrial sector. For example, the production for exports
as demand increases in the CLMV countries, and domestic and international purchase orders continue for

luggage products, causing the output to increase.

¢ Food: Overall production and exports in the food industry in Q3/2019 are expected to grow slightly
compared to the same quarter last year by 1.7 percent and 3.8 percent. There are positive factors such as
continuously increasing domestic and international demand for key products such as chilled and frozen
chicken, processed chicken, tapioca starch, seasonings, and beverages. The industry should also be supported
by the new government's economic stimulus packages, although production and export bases are quite high
in previous years. There are negative factors such as the global economic slowdown, uncertainty in the trade
war between the US and China, which has a direct and indirect impact on weaker trading partners. Also, the

direction of the Baht has continuously appreciated.
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Thailand's Economic and Industrial Overview in Q2/2019

Key Industrial Index

Manufacturing Production Index

decreased by 2.64 percent (%YoY)
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In the second quarter of 2019, the Manufacturing
Production Index (MPI) was 100.07, decreasing by 8.89
percent from the previous quarter (109.83) and
decreasing by 2.64 percent from the same quarter of last
year (102.79).

Industries that resulted in a decrease in the MPI from
the previous quarter were the production of sugar,
automobiles, other rubber products, etc.

Industries that contributed to the increase of the
index from the same quarter last year were the
production of sugar, other rubber products, computers

and peripherals, etc.

Shipment Index
Level of goods sales decreased by 1.44 percent (%YoY)

4.4% 4.8%

3.6%

3.7%

Q2/17 Q3/17 Q4/17 Q1/18 Q2/18 Q3/18 Q4/18 Q1/19 Q2/19

Source: The Office of Industrial Economics

In the second quarter of 2019, the Shipment Index
was 102.70, a decrease of 2.66 from last quarter (105.50)
and a decrease of 1.44 percent from the same quarter
last year (104.19).

Industries that contributed to the decrease in the
shipment index from last quarter were the production of
automobiles, other rubber products, gems and genuine
jewelry and related items, etc.

Industries that contributed to the decrease of the
shipment index from the same quarter last year were the
production of other rubber products, sugar, computers

and peripherals, etc.



Finished Goods Inventory Index

Levels of finished goods inventory increased by

11.53 percent. (%YoY)
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In the second quarter of 2019, the finished goods
inventory index was 132.47, decreasing by 3.75 percent
from the previous quarter (137.63) but increasing by 11.53

percent from the same quarter of last year (118.78).

Industries that resulted in a decrease in the MPI
from the previous quarter were the production of
automobiles, other rubber products, other machinery for

general uses, etc.

Industries that contributed to the increase of the
index from the same quarter last year were the
production of computers and peripheral equipment;
production of automobiles, electronic components and

printed circuit boards, etc.

Capacity Utilization Rate

Capacity Utilization Rate was 65.58 percent.
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In the second quarter of 2019, the capacity utilization
was 65.58 percent, decreasing from the previous quarter
(71.26 percent) and decreasing from the same quarter of

last year (68.16 percent).

Industries that contributed to the decrease in capacity
utilization rate from the previous quarter were the
production of sugar, automobiles, refined petroleum

products, etc.

Industries that contributed to the decrease in capacity
utilization rate from the same quarter of 2018 were the
production of electronic components and printed circuit

boards, sugar, refined petroleum products, etc.



Industrial Sentiment Index

of Q2 was at 95.13
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In Q2/2019, the industry confidence index was
95.13, decreasing from the previous quarter (95.23) but
increasing from the same quarter last year (90.33).
Meanwhile, the three-month forecast for the sentiment
index was at 102.03, decreasing from the same quarter

of 2018 (102.17).

Factors that positively affected the industrial
confidence index in Q2/2019 were mainly domestic
consumption, reflecting spending on education during the
semester. Sales of household electrical appliances
expanded due to the hot weather in the summer. Large-
scale government construction projects also continued to
grow in the construction of electric trains. However, there
are still concemns about the political clarity in the
establishment of the government, coupled with droughts
in various regions and slowing ¢lobal trade as a result of

the ongoing trade war between the US and China.



Foreign Trade

"The value of foreign trade in Q2/2019 contracted from the same period last year, following the
protectionist trade measures between the US and China. Demand from major trading partners also slowed

down. However, the trade balance in Q2/2019 was in surplus of 1,936.5 million USD."

Foreign trade in the second quarter of 2019 reached a value of 120,029.3 million USD, with an
export value of 60,982.9 million USD and import value of 59,046.4 million USD. Compared to the same
period last year, the export value decreased by 3.8 percent and import value decreased by 3.6 percent.

The overall trade balance for the second quarter of 2019 was in the surplus of 1,936.5 million USD.

Export Structure

Value and growth rate of exports

Exports in the Q2/2019 reached a value of

Value (MUSD) Growth rate .
von 60,9829 million USD, decreasing by 3.8 percent

70,000.00 20.00

60,000.00 IEIEII:"—":":":IqH | 15.00 compared to the same period last year. When

50,000.00
40,000.00 -+
30,000.00
20,00000
10,000.00

e considered by product category, it was found that

- 5.00
- oo the export of agricultural products value 5,681.0

o million USD, a decrease of 4.3 percent; agro-

industrial products valued 4,720.4 million USD, an

Jdl Export value (million USD) Growth rate of export value increase of‘ 17 perceﬂt; IHdUStrIal pI’OdUCtS
valued 48,316.6 million USD, decreasing by 3.4
percent; ore and fuel products valued 2,264.9

million USD, a decrease of 13.8 percent.

The export value of industrial products in the Q2/2019 decreased by 3.4 percent compared to the
same period last year. Industrial products that decreased in export value were automobile, accessories, and
parts (6,614.6 million USD, decreasing by 7.9 percent); computers, accessories, and parts (4,496.1 million USD,
decreasing by 9.5 percent); rubber products (2,677.7 million USD, decreasing by 4.1 percent). However, some
products remained on the rise, such as gems and jewelry (4,078.5 million USD, increasing by 32.6 percent),

and air-conditioners and parts (3,167.1 million USD, increasing by 8.9 percent).
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Export Markets

Export ratio classified into key export markets
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Import Structure

Value and growth rate of imports
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In Q2/2019, exports to key markets such as
ASEAN (9 countries), the US, China, Japan, and EU (27
countries) accounted for 25.8 percent, 11.8 percent,
11.6 percent, 9.7 percent, and 9.6 percent,
respectively. Exports to key markets accounted for
68.6 percent of total exports, whereas exports to
other markets accounted for 31.4 percent. When
compared to the same period of last year, it was
found that exports to the US had the highest
increase of 3.3 percent while exports to China, EU (27),
ASEAN (9), and Japan contracted by 9.1 percent, 6.3

percent, 5.9 percent, and 2.3 percent, respectively.

Imports value of Q2/2019 was 59,046.4
million USD, a decrease of 3.6 percent compared
to the same period last year. When categorized the
product groups, it was found that the imports of
fuel valued 9,996.3 million USD, dropping 3.4
percent; capital goods valued 14,971.3 million USD,
contracting 5.2 percent; raw materials and semi-
finished products valued 23,719.0 million USD,
dropping 3.0 percent; consumer goods valued
6,733.8 million USD, contracting 1.4 percent;
vehicles and transport equipment valued 3,498.9
million USD, contracting 4.1 percent; and weapons,
military supplies, and other products valued 127.0

million USD, contracting 21.3 percent.
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Source of Imports

Import ratio classified into key import markets
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In Q2/2019, the key import sources of
Thailand were China, ASEAN (9 countries), Japan, EU
(27 countries), and the US, which accounted for 21.1
percent, 19.1 percent, 13.8 percent, 8.4 percent and
6.3 percent, respectively. Imports from key markets
accounted for 68.7 percent of overall imports,
whereas other markets accounted for 31.3 percent.
When compared to the same period of last year, it
was found that import from the US had the highest
increase of 7.6 percent, followed by ASEAN (9
countries) which increased by 0.8 percent, whereas
imports from other markets e.g. EU (27 countries),
Japan, and China contracted by 12.9 percent, 6.9

percent, and 2.0 percent, respectively.
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Global Economy in Q2/2019

"The growth in the global economy slowed down according to the economic cycle that is
affected by the international trade war. However, inflation, interest rates, and the unemployment

rate remained good."
Summary of Key Economic Indicators in Q2/2019

Quarterly Growth (%YoY)

GDP Inflation MPI Export Import Jnemp: Poliey
Rate Rate

the US A2z ANis A3 Wi1  Aos At 3.6 At 2.25-2.50
China N2 AN27 As22 Wor Wiaa At 3.7 At 2.55
Japan AN11 Aos A0 We2 Wos a4 At -0.10
southkorea AN21 Aoz Wose Wes  Wi3a Az At 1.75
Singapore A o.1 Aoz W1 Wes Wis At 3.0 At 2.74
Thailand 23 A1 Wos Wis Wias oo At 1.75

Source: collected from CEIC Data, https://www.gtis.com, and https://tradingeconomics.com
Note: ® Information as of Q1/2019
b Forecasts in Q2/2019

The economy in key markets slowed down as a result of tensions towards the trade war, which put
a lot of pressure on the manufacturing, export, and import sectors compared to the previous year. Policy

rates and the unemployment rate remained low.

The Federal Reserve maintained the policy rate at 2.25-2.50%, whereby the interest rate is expected
to drop in the US to stimulate economic growth. Meanwhile, other countries mostly maintained an

unchanged policy rate.

Global oil prices slowed down as Organization of Petroleum Exporting Countries (OPEC) agreed to
extend the time to reduce the amount of oil production to the end of 2019. The Dubai crude oil prices in
Q2/2019 averaged at 67.4 USD/barrel, a decrease from Q2/2018 at an average of 72.0 USD/barrel. The price
of crude oil in NYMEX delivered in June was at 54.7 USD/barrel.

However, there are still issues that must be monitored, such as the trade war between the US and
China, which affects the growth of the global economy. Economic conditions within key trading partners
such as China, EU, and currency fluctuations must also be monitored, as they may cause the global economy

to slow down more than expected.
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Part 2 Thai Industrial Economic Sectors in Q2/2019 and Outlook in
Q3/2019

14



Iron and Steel Industry

The MPI for Q2/2019 shrank from the same period of 2018 from less production of flat products such as tinplate, chromium-

plated steel sheets, and hot-rolled steel coiled sheets. However, production of long products increased

Manufacturing Production Index (MPI)
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Production in Q2/2019 reached an MPI of 101.3, a drop from the
same quarter last year by 1.8 percent (%YoY) (a contraction for the
third consecutive quarters compared to the same period the
previous year). However, compared to Q1/2019, production grew
by 2.9 percent (%QoQ). Compared to the same quarter of last year,
flat products decreased by 8.0 percent. Products which fell in
production were tinplate by 49.6 percent, declining for the fifth
consecutive quarter as manufacturers in downstream industries
consumed less, such as the canned fruit packaging industry. This
was followed by chromium-plated steel sheets and hot-rolled steel
coiled sheets which contracted by 15.6 percent and 8.4 percent,
respectively. However, production of long products increased by 6.6
percent whereby products with increased production were round
steel bars by 24.1 percent, an increase for the second consecutive
quarter. This was followed by wire rods and cold-rolled structural
steel by 21.3 percent and 9.5 percent, respectively, from growth in
downstream industries such as the construction industry, especially

in government construction.

Sales in Q2/2019 reached a volume of 4,972,807 tons, an increase
of 6.2 percent (%YoY) from the same quarter last year and 12.7
percent from Q1/2019 (%QoQ). Compared to the same quarter
previous year, sales of flat product increased by 8.7 percent.
Products that grew in sales were chromium-plated steel sheets by
27.8 percent, followed by HDG galvanized steel sheets and other
types of coated steel sheets by 14.7 percent and 5.8 percent,
respectively. Sales of long products increased by 1.5 percent.
Products with increased sales were wire rods by 3.8 percent and

round bars and hot-rolled structural steel by 0.1 percent.

Imports in Q2/2019 valued 2.8 billion USD, decreasing by 2.1
percent from the same quarter last year (%YoY) but increasing by
11.4 percent from Q1/2019 (%QoQ). Compared to the same
quarter last year, imports of long products decreased by 4.6
percent. Products with decreased imports were hot-rolled
structural alloy steel by 49.2 percent (key import market was
China), followed by stainless steel round bars and wire rods which
decreased by 33.6 percent and 26.6 percent, respectively.
However, imports of flat products decrease by 1.2 percent.
Products of which decreased in imports were welded pipes which
decreased by 51.1 percent (key import markets were Vietnam and
Japan), followed by electro galvanized steel sheet and hot-rolled
carbon steel sheets which decreased by 16.1 percent and 13.8

percent, respectively.

Iron and Steel Industry Outlook in Q3/2019

The iron and steel industry outlook for Q3/2019 projects
production to decrease slightly compared to the same period of last
year, from the slowdown in related industries such as the
automotive and metal cans packaging industries. However, there are

still supporting factors from the expansion of electrical industry.

15




Electrical Appliance Industry

/

increased in Japan, the US, and ASEAN markets.

As a result of the growth of both export and domestic markets, production of electrical appliances in Q2/2019 grew
by 3.6 percent compared to the same quarter last year. Products that increased in the production were air-conditioners,
refrigerators, and fans, whereas products that decreased in the production were electrical cables, transformers, washing

machines, thermos, microwaves, rice cookers, electrical motors, and compressors. Export value on the other hand
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Imports of electrical appliances in the Q2/2019 valued
3,944.8 million USD, an increase of 1.8 percent (%QoQ) from
last quarter but a drop by 2.4 percent (%YoY) from the same
quarter last year. Key products which dropped in imports
were switchboards and electrical control panels by 15.6
percent, whereas circuit breakers and components increased
slightly by 0.8 percent.

Production of electrical appliances in Q2/2019 reached
an MPI of 106.8, an increase of 2.7 percent from last quarter
(%QoQ) and 3.6 percent from the same quarter last year
(%YoY) as the result of expansion of domestic markets.
The production of electrical appliances, i.e. air-conditioners,
refrigerators, and fans increased by 15.9 percent, 9.4 percent,
and 6.3 percent, respectively, whereas electrical cables,
transformers, washing machines, thermos, microwaves, rice
cookers, electrical motors, and compressors decreased by
25.5 percent, 22.6 percent, 230.3 percent, 16.4 percent, 12.6
percent, 9.9 percent,

2.7 percent, and 0.2 percent,

respectively.

Domestic sales in Q2/2019, products that increased in sales
from the same quarter last year were air-conditioners,
microwaves, refrigerators, fans, and electrical motors by 37.2
percent, 27.1 percent, 23.9 percent, 21.9 percent, and 4.8
percent, respectively, whereas electrical cables, thermos,
compressors, rice cookers, and washing machines decreased
in sales by 20.2 percent, 12.1 percent, 11.8 percent, 11.0
percent, and 5.8 percent, respectively.

Export of electrical appliances in Q2/2019 valued 6,114.6
million USD, an increase of 0.6 percent from last quarter
(%QoQ) and 1.3 percent from the same quarter last year
(%YoY). The increase resulted from exports to Japan, the US,
and ASEAN which grew by 13.4 percent, 9.9 percent, and 1.1
percent, respectively. Products that increased in exports
were air-conditioners (12.8 percent), refrigerators (9.8 percent);
switchboards and electrical control panels (6.6 percent),
whereas washing machines, circuit breakers and components
decreased by 23.0 percent and 6.0 percent, respectively.

Electrical Appliance Industry Outlook in Q3/2019

The electrical appliance industry in Q3/ 2019 is projected to
increase in production by 1.6 percent from growth in domestic
demand. Exports, on the other hand, are expected to contract
slightly by 0.3 percent compared to the same quarter last year
as a result of slowing economy of trading partners and the
global economy, affecting Thailand's exports.

16



Electronics Industry

1 Production of electronic products in Q2/2019 decreased by 8.6 percent from the same quarter last year due to slowing |
global demand for electronics and the impact of trade countermeasures between China and the US. These affected
Thailand export chain, coupled with SSD technology which increasingly replaced the HDD market. Products that

L contracted were semiconductor devices, transistors, HDDs, ICs, and PWBs. Exports to all key markets declined. )
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Imports of electronic products in Q2/2019 valued 8,664.1
million USD, a 1.2 percent decrease from the previous quarter
(9%QoQ) and a 7.7 percent decrease from the same quarter of
the previous year (%YoY). Key products that decreased in
imports were computer, equipment, and components thereof
(10.0 percent), integrated circuits (ICs) (4.9 percent), and
telephones and accessories (16.6 percent) from the same

quarter of the previous year.

Electronics Industry Outlook in Q3/2019

percent, 11.3 percent, 7.6 percent, 7.0 percent and 4.4
percent, respectively, compared to the same quarter last year.
The contraction was resulted from declining export value of
computer components and accessories which decreased by
9.9 percent. Exports of HDDs decreased by 5.1 percent as a
result of lower demand for electronic products and excess
supply of SSDs, causing the price to drop and compete in the
HDD market. ICs, telephones and equipment thereof
contracted by 12.8 percent and 23.8 percent, respectively

from the same quarter last year.

Production and exports in the electronics industry in Q3/2019 are expected to decrease by 3.1 percent and 7.9 percent,

respectively compared to the same quarter of the previous year, as a result of less demand for HDD and the decline of global

demand for electronic products.
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Automobiles and Parts Industry

7

The production volume in Q2/2019 dropped when compared to the same period last year. This was a result of export

contraction and the slowdown of domestic sales caused by slowing domestic economy.
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Automobile Industry Outlook in Q3/2019

Automobile Production

In Q2/2019 production of automobile reached 504,458 units,
a decrease of 10.16 percent from Q1/2019 and a decrease of
2.40 percent from the same quarter last year (%YoY). The
production is consisted of 41 percent passenger cars, 57
percent 1-ton pickup trucks and derivatives, and 2 percent

other commercial vehicles.

Domestic Automobile Sales

In Q2/2019 sales reached 260,221 units, a decrease of 1.26
percent from Q1/2019 (%QoQ) but an increase of 3.25
percent from the same quarter last year (%YoY). The sales
consisted of 40 percent passenger cars, 43 percent 1-ton
pickup trucks and derivatives, 13 percent PPVs, and 4 percent

other commercial vehicles.

Automobile Exports

In Q2/2019 exports reached 260,020 units, a decrease of
13.28 percent from Q1/2019 (%QoQ) and a decrease of 2.25
percent from the same quarter last year (%YoY). The exports
consisted of 35 percent passenger cars, 56 percent 1-ton

pickup trucks, and 9 percent PPVs.

Export Value of Automobile Parts and Accessories

In Q2/2019 exports valued 2,326.03 million USD. The value
decreased by 2.08 percent from Q1/2019 (%QoQ) and 5.23
percent from the same quarter last year (%YoY). Key export
markets for automobile parts and accessories were Japan,

the US, and Indonesia.

Import Value of Automobile Parts and Accessories

In Q2/2019 imports valued 2,811.30 million USD, a decrease of
4.09 percent from Q1/2019 (%QoQ) and 7.42 percent the same
quarter last year (%YoY). Key import markets for automobile

parts and accessories were Japan, China, and the US.

The Office of Industrial Economics forecasts that in Q3/2019 over 520,000 units of automobile will be produced, of which 45-50

percent will be for domestic sales and 50-55 percent for exports.
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Motorcycles and Parts Industry

7

The production volume of motorcycle in Q2/2019 slowed down from the same period last year, which was

a decline of domestic market; however, export markets increased. Key export markets were the UK, the US,

and Japan.
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Motorcycle Industry Outlook in Q3/2019

Motorcycle Production

In Q2/2019 production of motorcycles reached 463,589
units. The production decreased by 9.42 percent from
Q1/2019 and 7.99 percent from the same quarter last
year (%YoY).

Domestic Sales of Motorcycles

In Q2/2019 domestic sales reached 431,797 units. The
sales decreased by 6.55 percent from Q1/2019 (%QoQ)
and 8.05 percent from the same quarter last year (%YoY).

Motorcycle Exports

In Q2/2019 exports reached 218,128 units (exported as
CBU and CKD 97,836 units 120,292 units,
respectively). The exports decreased by 20.74 percent
from Q1/2019 (%QoQ) but increased by 11.02 percent
from the same quarter last year (%YoY).

and

Export Value of Motorcycle Parts and Accessories

In Q2/2019 exports of motorcycle parts and accessories
valued 185.63 million USD. The value dropped by 9.44
percent from Q1/2019 (%QoQ) but increased by 6.11
percent from the same quarter last year (%YoY). Key
export markets for motorcycle part were Cambodia,
Brazil, and Indonesia.

Import Value of Motorcycles Parts and Accessories

In Q2/2019 imports of motorcycle parts and accessories
valued 145.57 million USD. The value decreased by
14.02 percent from Q1/2019 (%QoQ) but increased by
7.77 percent from the same quarter last year (%YoY).
Key import markets for motorcycle parts and accessories
were Japan, China, and Vietnam.

The Office of Industrial Economics forecasts that motorcycle production in Q3/2019 will be more than 480,000 units,
of which 80-85 percent will be for domestic sales and 15-20 percent for exports.
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Chemical Industry

" )
The export value of chemicals in Q2/2019 increased by 5.47 percent compared to Q1/2019 and 1.19 percent

from the same period of 2018. Product which increased in exports was cosmetics. The import value of
chemicals also increased by 4.79 percent compared to Q1/2019 but decreased by 7.50 percent compared to
the same period of 2018. Key product that saw a decrease in import value was basic chemicals, which arose
from the uncertainty of the trade barrier policy between the US and China, resulting in the global economic

slowdown and affecting Thailand’s chemical industry.
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Chemical imports in Q2/2019 reached a total value of
4,064 million USD, an increase of 3.01 percent from
Q1/2019 (%QoQ) but a decrease of 7.50 percent from the
same quarter last year (%YoY). The import classified into

basic chemicals which valued 2,406 million USD, a
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which valued 1,658 million USD, an increase of 12.02
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Chemical Industry Outlook in Q3/2019

The chemical industry outlook in Q3/2019 is expected to reach the export value of approximately 2,100 million USD,
a 5.38 percent drop from the same quarter of last year. Imports value, on the other hand, is expected to reach a

value of 3,900 million USD, a 10.03 percent increase compared to the same quarter of last year.
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Plastics Industry

Cnd Indonesia reduced orders.

The plastics industry in Q2/2019 grew in exports and imports from the same quarter last year, by 4.91 percent
and 8.51 percent, respectively. Articles for the conveyance or packing of goods (3923) and non-cellular plastic
plates, sheets, film, foil and strip (3920) were products that increased exports and imports. For overall exports,

trade partners such as the US, Vietnam, and the Philippines increased purchase orders, while Japan, China,
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Plastics Industry Outlook in Q3/2019

MPIin Q2/2019 decreased by 3.45 percent (%QoQ) from
Q1/2019 and by 1.52 percent (% YoY) compared to the
same quarter of last year. The MPI which decreased the
most was tableware, kitchen and bathroom products

which decreased by 12.91 percent.

Shipment index in Q2/2019 decreased by 5.03 percent
and 1.68 percent from Q1/2019 (%QoQ) and from the
same quarter last year (%YoY). The shipment Index of
plastic wares for dining table, kitchen, and bathroom was

17.43 percent which decreased the most.

Export volume in Q2/2019, reached 301,755 tons, an
increase of 5.43 percent from Q1/2019 (% QoQ) and 4.91
percent (%YoY) from the same quarter of the previous
year. The products with the highest export volume were
articles for the conveyance or packing of goods (3923),
followed by non-cellular plastic plates, sheets, film, foil

and strip (3920).

Import volume in Q2/2019 reached 227,787 tons, an
increase of 6.33 percent from Q1/2019 (%Q0Q) and 8.51
percent increase from the same quarter last year (%YoY).
The product groups which had the highest import volume
were non-cellular plastic plates, sheets, film, foil and strip

(3920); followed by industrial supplied plastic (3926).

In Q3/2019, the volume of exports is estimated to reach 298,447 tons, a slight decreased from the same quarter last

year by 0.47 percent. The import volume is projected to reach 228,061 tons, an 8.41 percent increase from the same

quarter last year. However, the global economic slowdown, the China-US, and Japan-South Korea trade war, changes

in oil prices in the world market, including exchange rates, may cause the marketing and sales to change.
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Petrochemical Industry

The petrochemical industry in Q2/2019 experiences decreased by 16.38 percent in naphtha prices within the Asian
market from the previous quarter, following changes in world oil prices and exchange rates. The export volume of
petrochemical products has risen in correlation to economic growth in Asia and increased demand for petrochemical

products from partner countries such as Indonesia, Vietnam, India, etc.

Marketing and Sales

MPI and Shipment Index MPI in Q2/2019 decreased by 1.10 percent compared to the
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- Basic petrochemicals which increased in exports were Diethyl Ether (87.97%), Ethylene Glycol (77.76%) and Butadiene (14.28%).

- Downstream petrochemicals which increase in exports were Nylon resin (20.60%), PVC resin (7.81%), and PE resin (4.90%).

Import volume in Q2/2019 was 0.971 million tons, an increase of 66.94 percent from Q1/2019 (%QoQ) or a 25.80 percent
increase compared to the same quarter of the previous year (%YoY). Overall, petrochemicals were imported from key
countries such as South Korea (13.43%), Singapore (12.88%), China (11.80%), Indonesia (10.57%), and Malaysia (10.49%).

- Basic petrochemicals which increased in imports were Vinyl Chloride (24.99%), Ethylene (7.88%), Ethelene Glycol
(7.15%) and Acetic Acid (3.35%).

- Downstream petrochemicals which increased in imports were BR rubber (20.34%), PET resin (19.16%), PE resin
(14.66%), and Nylon resin (2.76%).

Petrochemical Industry Outlook in Q3/2019

The petrochemical industry in Q3/2019 is expected to reach an export volume of approximately 2.694 million tons, an
increase of 4.53 percent from Q2/2019, as a result of expansion of trade cooperation in the ASEAN. Furthermore, in the past,
key export markets have grown, such as Indonesia, Vietham, and India. The import volume is expected to be around 1.025
million tons, an increase of 5.57 percent from Q2/2019, as it is expected that the imports of precursors used in the production

of automotive parts and electrical appliances will increase.
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Pulp, Paper, and Print Media Industry

Pulp and paper production in Q2/2019 (%QoQ) saw an increase in MPI from pulp and kraft paper. This was the same for

exports which increased in export value for printing and writing paper, kraft paper, cardboard, toilet paper, and packaging

paper, especially to China and ASEAN which are the key export markets.

significantly in pulp, paper, and paper products.

Imports, on the other hand, decreased

MPI in Pulp, Paper and Print Media Industry

Q2/18 Q3/18 Q4/18 Q1/19 Q2/19

Corrugate
paper

Print &

—o— Pul
= writing paper

fp=Kraft paper s —@— Cardboard

Source: The Office of Industrial Economics

Export-Import of Pulp, Paper and Print Media

900

800

700 |-

600 |-

500 |-l

o |- BN 4 N 4 4

300 -

Q2/18 Q3/18 Q4/18

Q1/19

M Import 711.91 732.58 671.25

M Export 559.88 555.88

Unit: million USD
Source: Information and Technology Communication Center,
Ministry of Commerce

Outlook in Q3/2019

It is expected that the production of pulp, paper and
products will remain stable from the second quarter,
following the market direction and demand of buyers in
both
internationally. The exception is paper packaging which is

other related industries, domestically  and
expected to continue expanding until the end of the year.
Pulp exports in Q3/2019 comparing (%YoY) is expected to
increase slightly, which is an adjustment to China and the
ASEAN market. The import of pulp, paper and products are
expected to increase in line with the trend of demand for

domestic paper packaging for e-commerce.

Pulp and paper production in Q2/2019, increased in MPI from
last quarter (QoQ) in the pulp and kraft paper segments, by 8.14
percent and 5.92 percent, respectively. Comparing (%YoY) the
MPI increased in the kraft paper group and corrugated boxes by
321 percent and 1.17 percent, respectively, which still
responded well to the market following the expansion of the
food and beverage industry. Furthermore, the demand for paper
packaging for packaging and transportation for online commerce
that continued to grow.

Exports of pulp, paper and print media in Q2/2019 valued
514.17 million USD, an increase of 3.58 percent (%QoQ) in
paper, paper products. Products which increased in exports
included printing and writing paper, kraft paper, cardboard,
toilet paper, and packaging paper, from exports to Vietnam,
Malaysia, and China. However, when comparing (%YoY), the
value of exports decreased by 8.11 percent, in pulp, paper
and paper products and publications, due to the slowdown
from key importers like China and the ASEAN market.

Imports of pulp, paper, and print media in Q2/2019
valued 685.72 million USD, a 5.45 percent drop from last
quarter (%QoQ) in the pulp and paper scraps which
decreased by 14.51 percent. Furthermore, the paper and
paper products group decreased by 3.31 percent. When
comparing (%YoY), the value of imports decreased by 3.68
percent from pulp, paper and paper products that cannot be
manufactured domestically. However, for books and
publications, imports increased both (%QoQ) and (%YoY)
3.38 percent and 2.32 percent, respectively, most of which

were imported from the US, China, and Japan

Related Government Policies

The Central Commission on Price of Goods and Services
announced to oversee products and services in the control
list for the year 2019, including goods and services. The prices
and volume of printing and writing paper must be reported
monthly. Corrugated paper and sticky paper must also be
reported in terms of price. If rates change, the commission
must be notified at least 15 days in advance. Prices of toilet
paper and facial tissue must also be reported, and if prices
change, the commission must be notified at least 7 days in
advance. For other products, there will be different

specifications as specified in the announcement.

23



Ceramics Industry

The volume of production and sales of ceramics in Q2/2019 grew from production to support increasing demand in the

domestic real estate sector. Exports of ceramic products grew overall, with positive growth in the Japanese and Myanmar

markets. The key markets were still Japan, the US, China, and Laos PDR.

Ceramics Production, Sales, and Exports
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Ceramics Industry Outlook in Q3/2019

Production in Q2/2019 for floor and wall tiles reached a
production capacity of 37.03 million square meters. The
production decrease by 4.33 percent from last quarter (%QoQ)
but increase by 7.62 percent from the same quarter the
previous year (%YoY), from the production to support both
domestic and international orders that are likely to increase
continuously. Meanwhile, the production volume for sanitary
ware reached 1.82 million pieces, a 1.95 percent decrease from
the previous quarter and a 0.22 percent decrease from the

same quarter last year.

Sales in Q2/2019 for floor and wall tiles reached a sales volume
of 43.11 million square meters, which decreased by 7.40 percent
from last quarter (%QoQ) but increased by 5.38 percent from the
same quarter the previous year (%YoY). This resulted from
increasing demands for condominium and the expansion of
construction sector. Sales of sanitaryware, on the other hand,
reached a number of 0.95 million pieces, an 8.79 percent drop
from last quarter and a 4.17 percent decrease from the same

quarter last year.

Exports in Q2/2019 for floor and wall tiles valued 22.67 million
USD. Exports value decrease by 4.43 percent from last quarter
and 6.75 percent decreased from the same quarter last year, as
a result from decreasing orders from Laos, Cambodia and Japan.
Exports of sanitaryware, on the other hand, valued 48.02 million
USD, a 1.50 percent drop from the previous quarter and an 8.29
percent decrease from the same quarter last year. The decrease

resulted from decreasing orders from the US and China.

Production and domestic sales of ceramics in Q3/2019 is expected to increase from investments in the real estate sector, together

with production to support exports that have increased well in ASEAN, Japan, and China. The exportation of sanitary ware,

especially to Japan, is expected to grow continuously. The import value is likely to increase from imported ceramic products for

laboratory from China.

24



Cement Industry

The cement industry in Q2/2019 compared to Q2/2019, production and sales increased to support the construction of

public infrastructure. Exports increased in value due to increased exports to neighboring countries, whereas the import

value still increased from Laos PDR.
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12.00

10.00

8.00

6.00

million tons

4.00

2.00

0.00

m. Export value (million USD) B Import value (million USD)

100.00

90.00

80.00

70.00

60.00

50.00

40.00

30.00

20.00

10.00

0.00

g Production volume (million tons)@mOm®: Domestic sales volume (million tons)

million USD

Source: 1. Domestic Production and Sales: Division of Industrial Economics Information and Indices,

The Office of Industrial Economics (OIE)

2. Export-Import Value: Information and Technology Communication Center,

Office of the Permanent Secretary of Commerce

Cement production (excluding clinker) in Q2/2019 reached
10.10 million tons, a decrease of 4.19 percent from Q1/2019
(9QoQ) due to the shutdown and kiln maintenance of some
manufacturers. However, the production increased by 3.32
percent from the same quarter last year (%YoY) to support
the construction of various public infrastructure, which

continued to progress.

Domestic sales of cement (excluding clinker) in Q2/2019
reached 8.55 million tons, a 7.17 percent decrease from
Q1/2019 (%QoQ) but a slight increase of 2.97 percent from

the same quarter last year (%YoY).

Cement exports-imports (excluding clinker) in Q2/2019
reached an export value of 89.56 million USD, which increased
by 11.39 percent from Q1/2019 (%QoQ) and 12.94 percent
from the same quarter last year (%YoY). The increase resulted

from exports to Cambodia which increased by 5.01 percent.

Cement imports (excluding clinker) valued 20.50 million USD, a decrease of 4.68 percent from Q1/2019 but an increase

of 17.34 percent from the same quarter last year, whereby imports increased by 18.79 percent from Laos PDR.

Cement Industry Outlook in Q3/2019

The cement industry (excluding clinker) in Q3/2019, compared to the same quarter of the previous year, is expected

to decrease slightly in production as the rainy season approaches. The sales volume is expected to grow slightly due to the

interest in real estate investments in the Eastern Economic Corridor (EEC) from Chinese entrepreneurs, due to the aftermath

of the US-China trade war.
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Textile and Wearing Apparel Industry
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economies.
\.

In Q2/2019, production of man-made fibers, fabrics, and wearing apparels slowed down in line with the trend of orders

from manufacturing countries that are expected to decrease from the political and trade climates of leading countries’
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Production and Domestic Sales

The MPI of man-made fibers, fabrics and apparel
contracted by 8.75 percent, 8.03 percent and 1.91 percent
(%YoY), whereas domestic sales decreased in synthetic fibers,
fabrics and apparel by 4.33 percent, 9.23 percent and 2.29
percent (%YoY), respectively. The contraction came from the
purchase of raw materials from major trading partners such as
China, Turkey, and Vietnam for the production of clothing
which decreased, together with imports of cheaper clothing
for sale. The production of men's and women's clothing in the
form of original design manufacture expanded, for exports to

foreign brands.

Exports-Imports

Exports of textiles and garments valued 1,692.36 million USD,
a drop of 5.12 percent (%YoY). The textile sector contracted
by 8.46 percent, with key export markets of textile fibers
shrinking, including China and Vietnam, partly because of the
trade war between the US and China. As a result, the purchase
of Thai raw materials to China dropped. Meanwhile, major
Chinese manufacturers in Vietnam ordering to produce ready-

made garments to export to the world market also reduced.

Exports of garments grew by 1.30 percent in the men's and women's apparel segment. Thailand has been increasingly

considered by foreign brands, as a source of production in contracting design and manufacturing. The major export markets

that grew were the US, China, and Germany.

Imports of textiles and apparels valued 1,351.84 million USD, an increase of 1.18 percent (%YoY), with imports of low

cost fabrics from China and Vietnam for use as raw materials for production for exports. Imports of apparel increased in both

cheap clothes from China and brand-name clothing from brands with outlets in Thailand.

Outlook in Q3/2019

Production is expected to decrease slightly following the
export market direction and the demand of domestic
consumers which is quite slow. Exports of textile fibers and
fabrics are expected to decline due to the uncertainty of the
economic conditions of trading partners, especially China, the
US, and EU. Apparel will continue to grow due to Thai
entrepreneurs’ capacity to be Original Design Manufacturer

(ODM) for men's and women's clothing for international brands.

Government Related Policies

The government has a policy to promote targeted
potential industries (S-curve) in which textile and garment
enterprises should use this opportunity to accelerate
development in the upstream and midstream industries by
researching and developing special properties fibers for
better quality and variety. This will help increase marketing
channels and opportunities for related industries, including
Meditech, Protech, Mobitech, etc.
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Wood and Wooden Furniture Industry

Compared to the same quarter last year, the volume of wooden furniture production in Q2/2019 decreased from
the slowdown in the international market while the domestic sales of wooden furniture increased. The export volume

of wood and wooden products decreased, especially in exports of processed wood to key trading partner—China.

Domestic Production and Sales of Wooden Furniture Production of wooden furniture in Q2/2019 reached 2.35

(million pieces) million units. The number decreased by 4.47 percent from
il last quarter and 3.29 percent from the same quarter last year
275 as the result of the slowdown of the overseas markets.
3 243 g1 2.46 2.35
2 Domestic sales of wooden furniture in Q2/2019 reached
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wooden furniture began to grow since the first quarter,
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following signs of market recovery.

source: The Office of Industrial Economics Export of wood and wooden products in Q2/2019 valued

824.69 million USD in total, which decreased by 2.83 percent

Export Value of Wood and Wooden Products from last quarter and decreased by 8.80 percent from the
(million USD) same quarter last year. Exports of wooden furniture and parts
1200 valued 220.90 million USD, decreasing by 5.61 percent from
1000 20425 897.18 ossa 848,68 52669 last quarter and 5.65 percent from the same quarter last year.
800 ’M The export value of wooden products was 35.68 million USD,
600 decreasing by 3.62 percent from last quarter and 10.13 percent
0 from the same quarter last year. The export value of wood

A and wooden planks was 568.11 million USD, which decreased

0 by 1.65 percent from last quarter and 9.88 percent from the
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N Funiture & parts I \Wood products same quarter last year. Overall, exports of wood and wooden

W, V/ood and woed planks — lehive products remained decreasing, especially exports of processed

Source: Ministry of Commerce
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Wood and Wooden Furniture Industry Outlook in Q3/2019
Production and domestic sales of wooden furniture in Q3/2019 are expected to increase from the production and sales
of wooden furniture to meet domestic market demands. On the other hand, export volumes of wood and wood products

are expected to drop following the export trend of processed wood to China, which is expected to continue to decline.

Government Policies Related to the Wood and Wooden Furniture Industry

The Federation of Thai Industries launched a Thai Forest Management Certification System (TFCS) that is comparable
to international standards such as the PEFC (Program for the Endorsement of Forest Certification Scheme) and is ready to
provide certification services from June 1, 2019. This will cause wood products of wood industry operators in Thailand that

have passed the TFCS certification to become accepted by the international market standards and have more value-added.
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Pharmaceutical Industry

Production volume and domestic sales of pharmaceuticals in Q2/2019 increased from the same quarter last year
following the expansion of both domestic and foreign pharmaceutical markets. Exports expanded well in Vietnam,

Laos, Indonesia, Japan, and Cambodia.

Domestic Production and Sales (tons) Production of pharmaceuticals in Q2/2019 reached
20,000 16,656.00 tons, an increase of 6.71 percent from the same
quarter of the previous year. The increase was the production
15,000 of pills, capsules, injections, and powdered medicines, as
10,000 some major pharmaceutical manufacturers expanded their
5000 production capacity, and the export market, especially

. Vietnam market, experienced growth.
Q2/2018  Q3/2018  Q4/2018  Q1/2019  Q2/2019 Sales of pharmaceuticals in Q2/2019 reached 15,662.68
Production g Domestic sales tons, an increase of 5.15 percent from the previous quarter.
The increase resulted from sales growth of pills, capsules,
Source: The Office of Industrial Economics injections, and powder medicines, which increased in line

with increasing orders.

Pharmaceutical Import-Export Value (Million USD) )
Exports of pharmaceuticals in Q2/2019 valued 105.20

million USD, an increase of 9.76 percent from the same

400 quarter last year. Overall, the export of drugs expanded well
300 from the growth in Vietnam, Laos, Indonesia, Japan, and
200 Cambodia. Vietnam grew with an export value of 9.73 million
100 USD, representing an expansion of 72.51 percent. Imports of

pharmaceuticals valued 410.57 million USD, a decrease from

500

0
Q2018 Q%2018 Q42018 QL2019 Q272019 the same quarter last year by 13.74 percent, as imports from
Export [ Import Germany, Puerto Rico, the US, Switzerland, and the UK

decreased.

Source: Ministry of Commerce

Pharmaceutical Industry Outlook in Q3/2019
Production and domestic sales of pharmaceuticals in Q3/2019 are expected to grow from the same quarter of the previous
year by 5.47 percent and 2.08 percent, respectively, following the growing trend of the markets in ASEAN, especially Vietnam, Laos,

and Indonesia.
Government Policies Related to the Pharmaceutical Industry

The Department of Medical Sciences has taken steps to raise the standard of laboratories in the country. Currently, the
process of data acceptance follows the OECD GLP standard, which is expected to be completed by the end of 2019. Thai
pharmaceutical products will not need to be tested repeatedly in the destination country. This will help domestic operators save

the cost of testing and export pharmaceutical products more conveniently.
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Rubber and Rubber Products Industry

/

the amount of rubber entering the market decreased.

\\

When compared to the same quarter last year, the volume of rubber production in Q2/2019 increased following
the expansion of export markets. The production of rubber gloves, on the other hand, decreased due to the shortage

of field latex and the slowdown in the domestic market. The output of processed rubber in primary forms declined as

/

Production Volume of Processed Rubber in Primary

Form, Tires, and Rubber Gloves
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Production of processed rubber in primary forms, tires and
rubber gloves in Q2/2019 reached 0.37 million tons, 18.12
million tires and 5,035.49 million units respectively. Compared
to the same quarter of last year, the production of upstream
rubber products decreased by 19.62 percent due to the
decrease in the amount of natural rubber entering the market.
The production of tires increased by 0.05 percent from the
growth of export markets. Meanwhile, the production of
rubber gloves decreased by 1.62 percent due to lack of raw

rubber raw materials and a slowdown in the domestic market.

Sales of processed rubber in primary forms, tires and
rubber gloves in Q2/2019 reached 0.09 million tons, 10.85
million tires and 749.63 million units, respectively. Compared
to the same quarter of last year, domestic sales of upstream
rubber products, tires and rubber gloves by 9.05 percent, 5.65
percent and 1.62 percent, respectively, due to the decrease
in natural rubber supply to the market, the contraction of the
replacement market and the adjustment of the marketing

plan of some major manufacturers.

Exports of processed rubber in primary forms, tires and
rubber gloves in Q2/2019 valued at 1,164.45 million USD,
1,456.66 million USD, and 300.03 million USD, respectively.
Compared to the same quarter of the previous year, exports
of upstream rubber products, tires and rubber gloves
increased by 5.62 percent, 18.42 percent, and 5.61 percent,
respectively, due to the growth of the US and China markets.

Rubber and Rubber Products Industry Outlook in Q3/2019

The production of tires and rubber gloves in Q3/2019 is expected to expand by 0.21 percent and 2.18 percent, respectively,

following the trend of market growth both domestically and internationally. Production of processed rubber in primary forms is

expected to grow by 0.60 percent following the supply of natural rubber to the market that is expected to increase, coupled with

purchase orders from China which are expected to expand.
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Footwear and Leather Products Industry

In Q2/2019, production of tanned and dressing of tanned leather products decreased by 14.32 percent, due to the global

economic slowdown, which has continued since the end of 2018. Production of footwear decreased by 6.71 percent due

to the increase in demand for brand-name products, resulting in increased imports. For luggage products *, production

increased by 29.51 percent due to the continuation of both domestic and international orders.

Production, Export, and Import (MUSD)
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* includes handbags and similar products, saddles and harnesses

Production

The MPI of tanned and dressing of tanned leather
products decreased by 14.32 percent compared to the same
quarter last year, due to the global economic slowdown
continuously since the end of the year 2018. The MPI of
footwear decreased by 6.71 percent due to the growing
demand for brand-name products, resulting in increased
imports from this group, replacing production.

For luggage products* the MPl increased by 29.51 percent
compared to the same quarter last year, due to continuation

of both domestic and international orders.

Exports-Imports

Exports totaled 503.82 million USD, an increase of 11.92
percent compared to the same quarter last year. This was a
result of the export value of leather, tanned and compressed
leather products and travel equipment which increased by 2.64
percent and 60.27 percent, respectively, due to the expansion
of the CLMV market as an important supporting factor.

Imports valued 572.66 million USD, an increase of 12.91
percent when compared to the same quarter of last year. Raw
and tanned leather increased by 7.10 percent, partly due to
the appreciation of the Baht. Finished goods such as bags and
footwear increased by 8.28 percent and 29.91 percent,
respectively, due to consumers adjusting consumption
behavior towards luxury goods, causing the demand for brand-

name products to expand.

Footwear and Leather Production Industry Outlook in Q3/2019

For the production of shoes and leather products in the third quarter, tanning and dressing of tanned leather are expected to

decrease as the base of the Q3/2018 was high. Furthermore, production of footwear products is expected to slow down as

businesses with their brands turned to hire neighboring countries such as Myanmar, Cambodia, and Vietnam to produce instead,

coupled with a growing demand for brand-name products. As a result, the proportion of imported products from foreign

countries increased. However, there are still positive factors that may affect the industrial sector, such as production for exports

as demand increases in the CLMV countries and continued purchase orders for luggage products both domestically and

internationally, causing the production trend to grow.
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Gems and Jewelry Industry

luxury good, during the economic downturn.

Production and sales of gems and jewelry in Q2/2019 contracted from the previous quarter, as entrepreneurs focused
on selling products in stock instead of the new output, combined with reduced orders. The value of gems and jewelry

exports (excluding gold) also decreased from the previous quarter as consumers purchased less genuine jewelry, a

A\
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Gems and Jewelry Industry Outlook in Q3/2019

Production and sales of gems and jewelry in Q2/2019
decreased from the previous quarter (%QoQ) by 28.52 percent
and 28.76 percent, respectively, partly due to the focus of selling
products in stock instead of producing new products, together
with reduced orders. Compared to the same quarter of the
previous year (%YoY), there was a contraction of 26.90 percent
and 26.45 percent, respectively, following unclear economic

recovery.

Exports of gems and jewelry (excluding gold) in Q2/2019
decreased 3.47 percent from the previous quarter (% QoQ)
as consumers reduced the purchase of genuine jewelry, a
luxury good, during the economic downturn. But compared
with the same quarter of the previous year (%YoY), exports
increased by 6.72 percent of the consumer behavior that
emphasizes high value-added products. Jewelry increased by
28.77 percent (%QoQ) and 32.68 (%YoY) following the

changes in gold prices in the world market, which increased.

Production of gems and jewelry in Q3/2019 is projected to grow compared to the same quarter of last year, to replace the

stock of products sold in the past. Meanwhile, sales are expected to decrease from changes in consumer behavior and business

models of entrepreneurs. Exports of gems and jewelry (excluding gold) are likely to contract compared to the same quarter of last

year, due to declining consumer confidence as the world economy has not yet fully recovered. Overall exports are expected to

grow following the average gold price in the world market, that is still higher than the average in the same quarter last year, even if

there is a downward trend.
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Food Industry

Kl'he MPI of the food industry for Q2/2019 dropped compared to the same period last year, contracting for the second consecutive\
quarter after consistent growth in 2017. The contraction was due to declining raw materials and a high MPI base in the previous year,
such as sugar, canned pineapple, chilled and frozen shrimp, fresh chicken, and canned tuna. Furthermore, domestic purchasing
power and international markets slowed down following the global economy; the MPI of palm oil, dairy products, tapioca flour,
instant noodles, and beverages continued to grow. The export value decreased slightly, especially in Japan, ASEAN, and South Africa,
due to the decrease in key exports of key products such as rice, cassava chips, tapioca flour, sugar, fresh and chilled and frozen
shrimp, canned tuna, canned pineapple, and canned sweet corn. The contraction came from the global economic slowdown and

Qhe instability of the trade war between the US and China, which has both direct and indirect impacts.

J

MPI, Sales, Export, and Import Volume of Food Industry
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MPI of Food in Q2/2019 reached 99.1, down by 27.1 percent from
Q1/2019 (%QoQ), as the end of the season approached; thus, the
output of valuable agricultural products such as sugarcane and
cassava contracted. Compared to the same quarter of last year,
the MPI decreased by 4.3 percent (%YoY) due to less raw
materials and a relatively hish MPI base in the previous year. For
example, sugar production concluded a month earlier than last
year, canned pineapples decreased due to reduction of planting
areas and effects from droughts, frozen shrimp reduced in the
cultured area from a drop in prices, fresh chicken decreased due
to an adjustment in the amount of farming to balance demand
and supply and canned tuna reduced as importers slowed down
purchase orders to wait and see the price level. Production was
also affected by the international market slowdown following the
global economy, and domestic purchasing power slowed down.
Meanwhile, the MPI of palm oil, milk products, cassava flour,
instant noodle, and beverages continued to grow.

Food sales in Q2/2019 reached a volume of 62,924,688.5 thousand
tons, a decrease of 4.7 percent from Q1/2019 (%QoQ) and a slight
drop from the same quarter last year by 0.1 percent (% YoY). The
contraction came from sales of chilled and frozen chicken, raw
sugar, and instant food for livestock. The consumer confidence

index decreased with most consumers looking at the economy to
recover slowly, coupled with the purchasing power which did not
recover. Furthermore, there were concerns about the cost of living
as agricultural prices remained stable at a low level and the
droughts, which may that may affect income. In addition, the
political situation is uncertain and unstable.

Exports in Q2/2019 valued 7,823.2 million USD, an increase from
Q1/2019 by 5.1 percent (%QoQ) due to the decrease in exports of
key products such as sugar, canned pineapples, chilled and frozen
shrimp, chilled and frozen chicken, canned sardines and durian. But
compared to the same quarter last year, exports decreased slightly
by 1.7 percent (%YoY), especially in Japan, ASEAN, and South Africa.
The contraction was due to the decrease in exports of key products
such as rice, cassava, cassava flour, sugar, chilled and frozen shrimp,
canned tuna, canned pineapple, and canned sweet com. This was
from detrimental factors such as the slowing global economy,
uncertainty in the trade war between the US and China, which has
a direct and indirect impact on weaker trading partners. Also, the
Baht appreciated higher than the previous year.

Imports in Q2/2019 valued 3,614.3 million USD, an increase from
Q1/2019 by 0.6 percent (%QoQ). Compared to the same quarter
last year, imports increased slightly by 0.5 percent (%YoY) from
imports of raw and semi-raw materials such as oilseeds, milk and
milk products to support the expansion of both domestic and

international consumption.

Food Industry Outlook in Q3/2019

It is projected that the MPI and exports for the overall food industry
in Q3/2019 will grow slightly, compared to the same period of the
previous year, by 1.7 percent and 3.8 percent, respectively. The
growth is due to positive factors such as continuously increasing
consumer demand, both domestically and internationally for crucial
products such as chilled and frozen chicken, processed chicken,
cassava flour, seasonings, and beverages. The industry is expected to
be supported by the new government's economic stimulus policy,
although the production and export bases are quite high in previous
years. This is combined with negative factors such as the global
economic slowdown, uncertainty in the trade war between the US
and China which has both direct and indirect impacts on weaker
trading partners, and the direction of the Baht that has continuously
appreciated.
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