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Key takeaway

1. US economy — Soft landing. Market panic; we see NO imminent US recession

2. Financial market turmoil and volatility — An disruptive unwinding of crowded trades. Expect volatility to
continue but NO credit turmoils yet.

3. Fed rate cuts and inflation — Expect smaller cuts than market pricing in

4. Thai politics/economy and BoT — Weak domestic recovery, with headwinds from competitiveness and
financial deleveraging. Weaker growth and rising defaults to trigger BoT rate cuts sooner than expected

KIATNAKIN

2 | Mid-year econ update| 21June 2024 : PHATRA






Mid-year review: Key changes since Nov 2023

Exhibit 1: GDP forecasts mid-year vs year-ahead
We now expect global growth at 3.2% for 2024 and 3.3% for 2025-2026

1) Higher global growth in 2024 and 2025

2024F 2025F 2026F

2) Stronger-than-expected US growth and slower New old New old Current
inflation convergence leading to a soft landing Global . 58 13 10 13
and a delay in the start of the Fed easing cycle U { - ” J - 3 9
3) Slightly delayed ECB accelerationto one cut Euro area 06 05 1 12 13
per meeting starting March 2025, rather than China 50 48 47 46 47
December 2024 Japan 03 0.8 1.2 10 06
4) Sequential deceleration and lower inflation in Developed Markets 15 0.9 16 12 16
China in 2024 with a gradual recovery in 2025 Emerging Markets 14 49 44 43 44
5) Faster monetary policy convergencein Japan Emerging Asia [ 53 4.8 ] 50 4.8 50
Emerging EMEA 26 35 35 38 35
Latin America 18 18 23 2.1 24

Note: Old refers to our 2024 year-ahead forecasts
Source: BofA Global Research
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US growth to moderate, but remain healthy: A soft landing

* US outperformancedriven by: Exhibit 4: US economic growth should moderate, but remain
healthy
* Stronggrowthin the labor force Contribution to real GDP growth (pp contribution)

e Catch-up effect in employment

=
=

* Supportivefiscal policies A m PCE m Bus fixed inv
e Crowding-in of domestic manufacturing investment 5 RES|den_t'al inv m Gov
4 I m Inventories  m Net exports
e Tailwind from these forces to gradually fade and US 3 - =
outperformance to narrow somewhat 2 REEEEEEEE_o
1
e Fiscal and structuralinvestmentimpulse to slow 0
* Modestly restrictive financial conditions ; I
 Tighter bank lending standards -3
Q1 Q2 Q3 Q4({Q1 Q2 Q3 Q4|Q1 Q2 Q3 Q4|Q1 Q2 Q3 4
* Diminishing wealth effect 2023 2024 2025 2026

e Strongdollar as headwind

. . . . . S : BEA, Haver Analytics, BofA Global R ch
 Thiswill likelytranslateintoa slowdownin PSR TR AR e

consumption and investment.

BofA GLOBAL RESEARCH
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Crosscurrent macro means no simple recession

GDPNow still see +2.9% growth in 3Q24

Evolution of Atlanta Fed GDPNow real GDP estimate for 2024: Q3
Quarterly percent change (SAAR)

]
4
3
~—~————/ttanta Fed
. GDPMNow estimate
Blue Chip consensus

1

Range of top 10

and bottom 10
0 average forecasts
24-Jun 30-Jun 6-Jul 12-Jul 18-Jul 24-Jul 30-Jul 5-Aug

Date of forecast

Sources: Bive Chip Economic Indicators and Blue Chip Financial Forecasts
MNote: The top (bottom) 10 average forecast is an average of the highest (lowest) 10 forecasts in the Blue Chip
sUVey.
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Manufacturing recession continues

Manufacturing under contraction
ISM Manufacturing vs Services PMI

Index

70 — Manufacturing = Services
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Source: Institute for Supply Management (ISM), Kiatnakin Phatra Securities

CAPEX is still surging

US Private Fixed Investment
USD, trillion
4.25 == United States, Gross Domestic Product, Gross Private Domestic Investment, Chaine..
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Source: U.S. Bureau of Economic Analysis (BEA), Kiatnakin Phatra Securities
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Unwarranted panic on recession concern;
It’s the disruptive unwinding of the crowded trades

Japan’s Topix index has plunged after July’s all-time high

* Tech stocks rally
* JPY carry trade

 Japanese equity

2600

* Highfor long

2400
Jan 2024 Feb 2024 Mar 2024 Apr 2024 May 2024 Jun 2024 Jul 2024 Aug 2024

Source: LSEG

i ix index soars to highest level since Covid- andemic
R ecess I O n fea rS a re I\r/nplied\d/ola?ili'ry on SLP:OgOhopTit)ns i
overblown
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Sahm rule as an empirical regularity—when it rains, it pours

17 Real-time Sahm Rule Recession Indicator (saumreaLTivE) DOWNLOAD &
Observation: Units: Frequency: 1Y | 5Y | 10Y | Max
Jul 2024: 0.53 Percentage Points, Monthly -
(+ more) Seasonally Adjusted 1955-12.01 o[ 2024-07-01 EDIT GRAPH
Updated: Aug 2, 2024 7:58 AM CDT

FRED 24 — Real-time Sahm Rule Recession Indicator
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Recession cuts? No. A quick return to neutral? Maybe

1. Decelerating inflation—> higher real rates ->
tightening of monetary policy

2. Moderationin the labor market (no Central bank policy rates
overheating) -> less need for tightening End of period, per cent
e Gettingcloserto “Neutral” = quicker Fed :
cuts... 4
* Butrecession-sized cut unlikely ’
e Triggering a panic, ratherthan ’
calming the market L
e But gettingto neutral more quickly or T T T " e e

balances risks better |
Source: Haver Analytics o

el cn imee i s mmmn s
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CBO estimate: Total deficit won’t come down, given higher interest
costs

Total Deficit, Net Interest Outlays, and Primary Deficit Federal Debt Held by the Public
200 r | Projected

15 r i Projected

160

10 |
| 120
- Total deficit
: |

80

Net interest
outlays

: Primary deficit 40

Primary surplus

0

1974 1984 1994 2004 2014 2024 2034

1900 1925 1950 1975 2000 2025 2050

Source: CBO
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Supply-driven growth

Supply outpaces demand in China
Change YTD y/y
40
= |ndustrial Production k
30 == Domestic Trade

Fixed Assets Investment
20

6.2

\ = Ve Sy

-20

-30
2018 2019 2020 2021 2022 2023 2024

Source: China National Bureau of Statistics (NBS), Kiatnakin Phatra Securities
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Rising manufacturing investment to offset property downturn
Fixed asset investment

Percent
40

30

20

== Manufacturing == Property

-40
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Source: China National Bureau of Statistics (NBS), Kiatnakin Phatra Securities
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China dumping from excess capacity

China export prices
CPPY =100, Index
120
== China, Export/Import Prices, Totals, Export..
115
110
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100

95

e
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90

Source: China General Administration of Customs (GAC), Kiatnakin Phatra
Securities

21 June 2024
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Rising capacity despite falling profits in China
%
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Source: China National Bureau of Statistics (NBS), Macrobond Financial AB, Kiatnakin Phatra Securities
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Huge capacity expansion in China
Fixed Asset Investment
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Source: China National Bureau of Statistics (NBS), Kiatnakin Phatra Securities
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Risk of Chinese Yuan depreciation

. AILDUHEDUDDUMAVDEIOLIN Msa2Uld China's dumping udvlNgINBANULEVEDLASUTAD
2dUIWBeUnU Trump trade war tuspunuad WDvANEWOWISUZY AVMSAMSaVNU La:AISHDVLAYD

Trump tariff devaluation

Tradeoffs between trade deficit with China and Chinese
RMB devaluations during 2018-2019 trade war

tourist revenue

Yuan per dollar THE, trillion
7.50 075 o Chinese tourist spending
W trade deficit with China
0.50
e
| | / M\, 0.25
7.00 ! ’ \ 5 L.
A L a7\ 11 0.00 i o "mm
| (¥ s
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| ) | |
| :‘ : s A
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Py | y H{x\\\_‘ ‘
o~ Ll y . 075
\\.\vf\ %, -1.00
Yuan Fixing
== USDCNY -125
29% Trading band 150
575 1
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Source: Macrobond Financial AB, State Administration of Foreign Exchange (SAFE) of China, Kiatnakin Phatra Source: Bank of Thailand (BOT), Thailand Ministry of Commerce (MOC), Thailand Ministry of Tourism &
Securities Sports, Kiatnakin Phatra Securitles
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US Election. From Bident to Harris

REAL

CLEAR .. ) ;
RNy RealClearPolitics Betting Average EHaris [ Trump

2024 U.S. President ©

Harris €0
70% Aug 12, 2024
60%
50% . Harris 52.0%
m . Trump 46.4%
40%
20%

: KIATNAKIN
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Got the momentum

REAL

CLEAR iy .
QORUNeY RealClearPolitics Poll Average [l Harris +0.4 KN Trump

Trump vs. Harris e

(Trump vs. Biden Before July 21, 2024)

Harris
51% Bi:::l:f;tizf:ws
50%
49%
48% —
47% ®  Trump 47.1%
46% |
45%
44%
43%
42%
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In need of the swing states

Harris/Walz Trump/Vance

251 287

251 Harris 287 Trump

270 Electoral Votes Needed To Win (Create Your Own Map)

HI ® Harris/Walz
4
(Create Your Own Map)

® Trump/Vance
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Key policy difference

_ Hams | Tump

Sweep Divided Sweep Divided

* Risingsocial

Tax §pend|ngW|th rl.smg . Gridlock * Defense spendingwith . Gridlock
income and capital extended tax cuts
gain tax
Trade * Targeted approach for tariffs over strategic * 10% import tariffs across-the-board with 60% levied
sectors on China
Immigration * Low restrictions on immigration (Lower wages) . I\?atjgi:)on immigrationsand rising deportation (higher
Geopolitics 0 Bmldmgall'lance with Europe and othersto > ielhar s ker seleeniai
counter China
Energy * Enhance climate policy with less oil productions ¢ Reversal of climate policy and rising oil productions

(Higher oil prices) (lower oil prices)

Source: BofA Global Research
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Thailand’s economic outlook

UadudntuyivAdoHdvuol

- A1saonuMASY Cuudduuenadatdo

NP LRguAUURDU KavnisLONIUNIASTNAU
%YoY 2023E 2024E 2025E lU']E-TS QUUﬂC‘]
Real GDP 1.9 2.6 2.8 - ﬂ"lFlUSﬂ"lSI‘IlﬂEDlUB\)ﬂUﬂ"ISI'IE)\)lnED
Private Consumption 71 31 29 goAvLAUTaldMUUNNDVLIALIAgVLAUMY
Government Consumption -46 18 10 _ ;JI-']IE[J-'I\;['II‘]SE:QE]_C]U'IOFIE]'U VJ‘\-/ UC"I_:)C]']U:')_Z](')_ﬂS
Gross Fixed Capital Formation 12 29 23 SUAIAVAEY :
Private 32 25 20
Public -46 56 32
Exports of Goods -2.8 13 20 UDO‘-E". a'a v
Export of Services 383 257 1.0
Import of Goods -38 39 26 - MsuSTnAlaglawI:=aumAvNU o0
Import of Services 43 80 63 LuUDTUURACNANWITUVIOtUNISU&DE
Current account (US$ bn) 79 54 79 auwa_uaosmmswwfuua R
% of CDP . o 5 - r:nswac_1mna,na:n-m§sur1a1sinaunlwum
UTYRILEOIASVASIEVAVKAAD .
Headline CPI 16 07 08 - A Wwbusudunsuovua:uleuneg N
Policy rate 2:50 25 2.25 D19dVWacioN12:NISaVNUNIANBU
Tourist arrivals (Mn persons) 287 35.2 388
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Cyclical upturn in 2H from tourism, public spending and

inventory cycle

Tourismis expected to be the key engine

driver (35 million this year, 38.8 million
next year)

Exhibit 3: Foreign tourism is expected to be a key growth engine as it recovers to pre-COVID levels
The number of foreign tourists, by source country (in millions)

mRussia mEurope ex RUS  m Malaysia mASEAN ex MY m China

399 ) )
4 B the Middle east  m The Americas South Asia mRoW 359

30

20

2019 2020 2021 2022 2023p 2024F 2025F

Source: Ministry of Tourism, Kiatnakin Phatra Securities

HofA GLOBAL RESEARCH
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Normalization of publicspending after
deep contractionin 4Q23 and 1Q24

Exhibit 5: The contraction of public investment was a major drag in

40Q23 and 1024, but is expected to improve after the budget was
approved in April
Manthly disbursements of public investment expenditure (%YaY)

-120%
Oct Mov Dec Jan Feb Mar Apr May Jun Jul Aug Sep
Source: Fiscal Policy Office, KKPS

Bofs GLOBAL RESEARCH

Some parts of the manufacturing sector
are expected to improve from the
inventory cycle such as food processors

Exhibit 6: The drop in the manufacturing production index was partly
due to the inventory build-up

Manufacturing Production Index (Value added weight) vs Inventory Index,
BMMA

107 — |rTVENTOY

s Prpuction Index

101

— — — — ™4 ™ ™ ™ " ™ | ™ =
UL B L L B LI, B, L B L I S,
C 5 S 9 £ 5 = 9 £ =5 o E
= fm =3 b =3 o
1+ T _ C} (1) =y _ D m = _— D m
Source: Office of Industrial Econamics, KEPS
BofA GLOEAL RESEARCH
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Uneven Recovery: Falling industrial, rising services

The services sector led the recovery after We can not rely on only demand Potential trade war and impact from
COVID-19, while industrial production has indicators. Some production has dropped China’s excess capacity
been contracting for more than a year
115
115 2
a191(0) 1.5
100 1
105
0.5
100 % e Tobicco Prodicts z
— T e til es
95 Wearing Apparel 0.5
7 e Basic Metals
— Fabrk:ated Metal Products, Except Machinery & -1 N
90 — Eglrjrlzrstee:,tﬂech'onic & Optical Products
Sl P TS R e G S T S S 55 . 15
%NO' "1,’\'0’ ’\,,»O' %NO’ r{)/O’ ’{),O’ ’1:\,0’ ’{)/O’ ,{/’)0 ’{PO' ,{,’)O ,-{3)0 ’1?‘0' Electrical Equipment
B SENE ENE NEE NEGIS — e ;
—— Hard ik rve 2522222232888 NN NNYE
1 . : Y eI AETIANIYNINIYNYNAR00058828398333 §5882855555885588388388:83838
Agriculture ====Industrial ====Service 5355358885585 8:5535858838385358833385¢83:858¢3835 S kel B8 B9 B8 oY @ e Eh S e ge M e
Total Mining Manufacturing
Source: NESDC, Ministry of Industry, Kiatnakin Phatra Securities Source: NESDC, Ministry of Industry, Kiatnakin Phatra Securities  Source: NESDC, Ministry of Industry, Kiatnakin Phatra Securities
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Financial deleveraging is a key risk to recovery

Loan growth contraction can be a drag to economic growth
Contribution to bank loan growth (%YoY)

Contributionto system loan growth (excluding interbank)
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Source: Ministry of Finance,, KKPS
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Severe impact on durable goods consumption

A sharp drop in property sales, especially in the
low-end segment

Property Pre Sales (Unit per month) by price range,
6MMA

4800
<3.0 ==3.0-10.0 =—>10.0
4200
3600
3000
2400
1800
1200

600
0 M

Jan-19 Oct-19 Jul-20 Apr-21 Jan-22 Oct22 Jul-23  Apr-:

Source: Agency for Real Estate Center, KKPS
BofA GLOBAL RESEARCH
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Car sales plummeted despite aggressive price cut
Monthly new car sales (units)

60,000
== Passenger cars (exd. EV) == EV == Passenger car == 1-Ton Pick Up
50,000
40,000
30,000
20,000
10,000

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

Source: federation of Thai Industries, KKPS
BofA GLOBAL RESEARCH
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Financial deleveraging: Slowing loan growth and rising NPL

Retail credit growth a %SM+NPL for retail loans
%Yoy
15 - =0O=Total retail loans  =—Housing loans 20 7 =O=Total retail loans ===Housing loans
==Hire purchase —Credit card —Hire purchase =~ =——Credit card
265SM+MNPL (%GMNPL)
=== Personal loans = Personal loans
16.3 (2.2)
10 ~
15 H
11.5 (3.6)
> 7 r48.17 , 11.2(3.5)
2,07 105 (4
2.99 10.5 (4.1)
10
0 A o 8.8 (3.3)
\ -1.55
-5 - 5
Q1 Q2 Q3 Q4|Q1 Q2 Q3 Q4/Q1 Q2 Q3 Q4| Q1 Qt Q3 |1 Q3 a1 Q3 a1 Q3 Q1
20 21 29 25 24 20 21 22 23 24
Source: BoT, Kiatnakin Phatra Securities Source: BoT, Kiatnakin Phatra Securities
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Are we growing below our potential or is our
potential deteriorating?

Seasonally Adjusted Quarterly GDP Series with Trend Growth Rates

3% 10
—8— Seasona lly Adjusted GDP (CWM) 3_2“/9
——- 1993.1996:7.57% -
-—- 1899-2007:5.13% PO o
=== 2010-2019: 3.15%
2020-2024: 1.56%
2x10°
—
=
=
L
o
a
[G]
10°
1996 2000 2004 2008 M1z 2016 2020 2024
Year

Source: KKP Securities, NESDC
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Demographic headwinds

Population Distribution by Age Groups in Thailand

70

& ]

Population (millions)
=

1960 1980 2000 2020 2040 2060 2080 2100

Source: KKP Securities, UN Population
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It’s all about earnings

GDP level, seasonally adjusted (Index, 4Q19 = 100) NTM EPS (Rebased 2013 = 100)
120
= SPX Index = IXWO Index
15
250 = MIXEF Index = SX5E Index VN
110 = SET Index STl Index
105 == PCOMP Index = \/NINDEX Index
200 SHSZ300 Index
100
PH, ID
a5 World
150
90
85
80 100
s 8 58 ¢ 35 8 58 8 58
e» e» Thailand — S South Korea Indonesia 50
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Slow growth and capacity additions will keep the petrochemical sector
under pressure

ETH Capacity vs. Demand Increases

Giobal Demand Change = ttariang Crena e North Amenca NE Asia Spot Ethylene Variable Margins
- \icidle Eost = Scafh Asia - Nest Ewrope 800
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Giobal Demana Change - )lainsand China w== North Amerca NEA PDH Margms
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Special Disclosures

Kiatnakin Phatra Securities does and seeks to do business with issuers covered in its research reports. As aresult, investors should be aware that the firm may have a conflict of interest that could affect the objectivity of this report.
This report is issued and distributed outside Thailand solely by Bank of America BofA). Kiatnakin Phatra Securities is not licensed to provide advisory services outside Thailand. Investors should contact their BofA representative or
BofA Securities financial advisor if they have questions concerning this report.

Kiatnakin Phatra Securities Public Company Limited ("KKPS") under its proprietary trading desk, may, from time to time, issue derivative warrants that have underlying securities contained or mentioned in this research report. Should
KKPS be the issuer of the derivative warrants, KKPS may act as the market maker for such derivative warrants. As a result, investors should be aware that KKPS may have a conflict of interest that could affect the objectivity of this
research report.

Copyright 2024 Kiatnakin Phatra Securities Public Company Limited (“KKPS”). All rights reserved. Any unauthorized use or disclosure is prohibited. For distribution outside of Thailand, the
distribution will be restricted to only “institutional investors” or other similar types of investors as stipulated in each jurisdiction. In preparation of this research report, KKPS has assumed and
relied on the accuracy and completeness of all information or data supplied or otherwise made available to us including public available information. KKPS assumes no responsibility for
independent investigation or verification of such information and have relied on such information being complete and accurate in all material respect.

Neither the information nor any opinion expressed constitutes an offer, oran invitation to make an offer, to buy or sell any securities or any options, futures or other derivatives related to such
securities ("related investments"). Officers of KKPS may have a financial interest in securities of the issuer(s) orin related investments. KKPS or its affiliates may from time to time perform
investment banking or other services for, or solicit investment banking or other business from, any entity mentioned in this research report.

This research report is prepared for general circulation and is circulated for general information only. It does not have regard to the specific investment objectives, financial situation and the
particular needs of any specific person who may receive this research report. KKPS assumes no obligation to update or otherwise revise this research report. Investors should seek financial and
investment advice regarding the appropriateness of investing in any securities or investment strategies discussed or recommended in this research report and should understand that
statements regarding future prospects may not be realized. Investors should note that income from such securities, if any, may fluctuate and that each security's price or value may rise or fall.
Accordingly, investors may receive back less than originally invested. Past performance is not necessarily a guide to future performance.

Foreign currency rates of exchange may adversely affect the value, price or income of any security or related investment mentioned in this research report. In addition, investors in securities
such as ADRs, whose values are influenced by the currency of the underlying security, effectively assume currency risk.
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