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FX Flash

THB Outperforms Regionally

THB Clocks Strong Performance Amid Favorable Factors

THB today saw quite some strengthening as the USDTHB gap down at open.
We note that the THB was not in anyway an anomaly as many other EM
Asian FX also strengthened substantially today but it was the top
performer regionally. The strong performance of the currency also comes
as the country has just recently witnessed a leadership change with
Paetongtarn Shinawatra having been appointed as the new Prime Minister
(PM). There are a few factors both externally and idiosyncratically that
looks to have supported the THB strong performance today:

1.

Broad Dollar Weakness: The greenback looks to have been
coming off just ahead of Jackson Hole as markets may look to be
just staying wary of any hints that Chair Powell could give about
the pace of easing in addition to Ueda’s address to parliament
this week. US data on the most part had been showing quite some
weakness in the economy although recent data such as retail
sales were stronger, helping to pare pack recession fears and rate
cut expectations. Aside Jackson Hole aside, the strong recent UK
retail sales number also gave the GBP a lift too, which in turned
weighed on the broad dollar.

Elevated Gold Prices: Thailand’s position as a gold trading hub
has meant that gold prices currently hovering around a record
high has given support to the THB. Aweaker USD and anticipations
of Fed cuts together with lingering concerns about the political
and economic situation has all played its part in boosting gold
prices.

BOT Likely to Keep on Hold: For now, expectations remain for
the central bank to stay on hold this year (next policy decision to
be on Wed 21 Aug this week) and the recent 2Q GDP data, which
had come out above estimates on a yearly basis has reduced the
pressure somewhat for the central bank to ease. BOT staying on
hold would come in light of global central banks embarking on an
easing cycle and this would make the situation favorable for the
THB. We are though aware of the uncertainty surrounding
government stimulus (and the impact it could have on GDP)
although new PM Paetongtarn has promised policy continuity
(more elaborated below).

Possible Policy Continuity Under New Leadership: For now, the
new PM Paetongtarn Shinawatra has vowed that she will continue
with the “major economic stimulus measures”. She has also come
out to deny reports that her father had ordered her to terminate
the digital wallet scheme. Rather she has said that her father had
asked her to seek more opinions on the scheme. Paetongtarn has
also mentioned that the government “intend to use” the scheme
as “a major economic stimulus”. Some sense of policy continuity
at this point looks to have provided a degree of relief for the THB
and markets.
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For the rest of this week, we will not rule out the possibility that there can still be
further gains for the THB albeit it is likely to be more limited. The BOT policy
meeting this week is likely to see a hold and the central bank may avoid tilting
dovish although this is already expected. Powell at Jackson Hole may continue to
reiterate the same message that had been expressed in prior weeks, which is that
the Fed is moving closer to easing albeit the pace of it may continue to be data
dependent. Broad dollar weakness therefore may not necessarily continue and the
greenback could find some support soon. Gold prices are likely to stay elevated
although momentum indicators are stretched on the upside and there can be some
pullback in the near term. On the political front, market expectations for now lean
to continuity in policy so there is little space for the THB to get much more of a
lift from this. Overall, it appears that the effect of catalysts and supports for
further THB gains are somewhat looking to be more limited. Eventually, we are
expecting the THB to retrace some of its recent gains although that would be in
line with other EM Asian FX. Fed rate cut expectations (futures still implying an
about 100bps of cuts by end this year) receding alongside increasing focus on US
election uncertainty can possibly work less favourably for EM Asian FX. This implies
the possibility that the USDTHB can bounce up from current levels and end 3Q 2024
higher.

In the medium term, we continue to expect that the USDTHB would trend lower
overtime. Our house view is that the Fed would ease rates by 50bps this year and
another 100bps in 2025. The Fed easing would come in light of a slower pace of
BOT easing as we see them holding in 2024 but likely cutting by 25bps in 2025. This
would keep the yield differentials in favour of the THB. Also, we hold a bullish long
term view of gold as global conditions are looking to stay favorable for the precious
metal. Lower vyields/rates, weaker dollar, persisting geopolitical tensions and
resilient Chinese demand are all factors that can keep bolstering gold and
consequently the THB. Growth and the external position of the country can also
improve in time as our base case remains for a global soft landing and not one of
a recession. We do stay wary of the risks related to the country’s political situation
although for now, Paetongtarn has attempted to try to be more reassuring by
vowing to keep the economic stimulus in place.

Overall, we are choosing to therefore hold to our USDTHB forecasts, seeing it
moving higher by end 3Q 2024 before moving gradually lower towards year end and
also even heading down further from that level by mid-2025.

Table 1: USDTHB Forecasts

Forecast 3Q 2024 4Q 2024 1Q 2025 2Q 2025

USDTHB 35.50 34.00 33.50 33.00
) ) ) )

Chart 1: BOT Keeping on Hold in 2024 as the Fed Eases May Guide Yield
Differentials to be More Favorable for the THB
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Chart 2: Higher Gold Prices Historically Can Bolster Gold Exports, Which in
Turn Can Give a Lift to the THB
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Chart 3: Portfolio Flows Were Less Favorable Last Week Amid Some Jitteriness

Although in the Medium Term, Appetite Can be Better

1500

1000

500

-500

-1000

-1500

5/1/2024

19/1/2024

2/2/2024

DTS A s S L M A M~ S o
N N AN N NN NN NN
o O o o o o o o o o
N N N N N NN N N N o
~ S S N ST SN S N s >
N o o on g & on o n O w0
~ S S > S S == > = =~
O «= 1" O o VU O < ©~ o
— - AN «= N @« N (o]

Weekly Equity Inflows/Outflows (USSm)
e \\Veekly Bond Inflows/Outflows (USSm)

Source: Bloomberg, Maybank FX Research & Strategy

19 Aug, 2024

T

Jan-24

5/7/2024

Apr-24

19/7/2024

e GO Price (S) (RHS)

2/8/2024

2400

2300

200

100

000

900

1800

1700

1600

16/8/2024

@ Maybank



FX Research @ Maybank

Chart 4: Foreign Currency Deposits Remain Elevated Although it Has Come Off
a Little Recently

24
22
20
18
16
14
12

10

Jan-20
Apr-20
Jul-20
Oct-20
Jan-21
Apr-21
Jul-21
Oct-21
Jan-22
Apr-22
Jul-22
Oct-22
Jan-23
Apr-23
Jul-23
Oct-23
Jan-24
Apr-24

FC Deposits (USD bn)

Source: MacroBond, Maybank FX Research & Strategy

19 Aug, 2024



FX Research @ Maybank

DISCLAIMER

This report is for information purposes only and under no circumstances is it to be considered or intended as an offer to sell or a solicitation of an offer
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investment strategy. Investors should note that income from such securities or financial instruments, if any, may fluctuate and that each security’s or
financial instrument’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. This report is not intended to provide personal investment advice and does not take into account the specific
investment objectives, the financial situation and the particular needs of persons who may receive or read this report. Investors should therefore seek
financial, legal and other advice regarding the appropriateness of investing in any securities and/or financial instruments or the investment strategies
discussed or recommended in this report.

The information contained herein has been obtained from sources believed to be reliable but such sources have not been independently verified by
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indirect or consequential losses or damages that may arise from the use or reliance of this report. Maybank and its officers, directors, associates,
connected parties and/or employees may from time to time have positions or be materially interested in the securities and/or financial instruments
referred to herein and may further act as market maker or have assumed an underwriting commitment or deal with such securities and/or financial
instruments and may also perform or seek to perform investment banking, advisory and other services for or relating to those companies whose
securities are mentioned in this report. Any information or opinions or recommendations contained herein are subject to change at any time, without
prior notice.

This report may contain forward looking statements which are often but not always identified by the use of words such as “anticipate”, “believe”,
“estimate”, “intend”, “plan”, “expect”, “forecast”, “predict” and “project” and statements that an event or result “may”, “will”, “can”, “should”, “could” or
“might” occur or be achieved and other similar expressions. Such forward looking statements are based on assumptions made and information currently
available to us and are subject to certain risks and uncertainties that could cause the actual results to differ materially from those expressed in any
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publication or to reflect the occurrence of unanticipated events.

This report is prepared for the use of Maybank’s clients and may not be reproduced, altered in any way, transmitted to, copied or distributed to any other
party in whole or in part in any form or manner without the prior express written consent of Maybank. Maybank accepts no liability whatsoever for the
actions of third parties in this respect. This report is not directed to or intended for distribution to or use by any person or entity who is a citizen or
resident of or located in any locality, state, country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or
regulation.
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