>
on
]
-
©
—
whd
n
o
c
LS
=
3]
| 5
5
@
2]
Q
o
x
L
o
|
9]
I
=

February 20, 2024

FX Insight
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Rising Headwinds for THB

A series of less favorable factors are looking to continue to keep
weighing on the THB near term. This includes weak GDP results and
the risk of a potential recession. The economic conditions
combined with the government pressure for easing could guide the
BOT to start an easing cycle ahead of the Fed. Whilst there could
be some potential increased tourism inflow, especially from China,
it is unlikely to hold as we enter a low season too. The trade
balance too may struggle to hold a surplus given the expected
gradual slowdown in the global economy. Therefore, the country’s
external position may remain fragile.

Regardless, There are Some Positive Factors for THB
However, the THB could get support from certain factors. We see
that the Fed is likely to ease this year with our in-house economist
expecting a total of 100bps of rate cuts with the first to come in
Jul 2024. The start of a Fed easing cycle should help give a lift to
the EM FX space including the THB. Aside that, gold prices are
looking to stay elevated given the Fed cuts, which would also give
support to the THB.

USDTHB Forecast Revised Upwards, Still Lower Year-End
We hold a balanced view of the THB but note that it is likely to be
weighed down by weak growth, BOT easing and a continued
challenged external position in the near term. To reflect this, we
are revising up the USDTHB forecast. The USDTHB would end
flattish at the end of 1Q 2024 and 2Q 2024. However, Fed easing
and continued elevated gold prices should help give the THB
support and lead to the pair moving lower in 2H 2024.

Forecast 1Q 2024 2Q 2024  3Q 2024  4Q 2024
USDTHB 36.50 36.50 35.50 34.50
(34.75) (34.25) (33.75) (33.25)

Previous Forecasts in Parentheses
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Rising Headwinds for the THB

USDTHB has been heading higher in recent times amid a confluence of less
favorable developments. The THB has been among the worst performers
regionally against the USD, being only second to the JPY. Among the factors
that looked to have weighed on THB sentiment includes concerns regarding
the friction between the government and the Bank of Thailand (BOT) as
the former pushes harder at the latter for a rate cut. The former has
consistently been stating that a weak economy and deflation back the
argument for the BOT to undertake a rate cut. PM Srettha recently has
even gone so far as to call for the BOT to have an unscheduled meeting to
cut rates.

There does though appear to be some signs of economic weakness with the
latest Jan headline inflation reading again in deflation. GDP is also looking
weak as the 4Q number came out at -0.6% QoQ, which only serves to
increase the pressure on the BOT to ease. Growth challenges looks like it
could keep concerning the government especially as the digital wallet plan
for now looks like it could be delayed. The central bank’s last policy
statement had appeared increasingly dovish as they see a slowing in 2024
growth and noted “heightened uncertainties associated with cyclical and
structural factors” when deliberating monetary policy. Furthermore, 2 out
of 7 members had voted against the hold. The weak Thai economic data
also contrasts with the US data which is still showing quite some elements
of strength. Our in-house economist sees a one 25bps cut by BOT this year
to occur in April. However, market concerns of the risk of a deep BOT
easing cycle starting quite ahead of the Fed (especially if Thai data keeps
showing more weakness) is likely to keep weighing on the THB substantially.
As it stands, such concerns already look to be doing so. For now real rates
are still holding up well and ahead of a number of peer countries but deep
cuts by the BOT can quickly erode this advantage.

Chart 1: Economic Growth Disappoints into Contraction, Pressuring the
BOT More to Ease
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Source: Bloomberg, Maybank FX Research & Strategy
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Chart 2: Real Rates are Higher than Peers but could be Eroded if a Deep
Easing Cycle Materializes Soon
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Source: Bloomberg, Maybank FX Research & Strategy

Chart 3: Real Rate Differentials with the US is still at an Advantage
Although Similarly this could be at Risk of being Eroded
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Source: Bloomberg, Maybank FX Research & Strategy

Meanwhile, we also stay cognizant of any political risks that could emerge.
A recent Bangkok Post article titled “PM Faces New Leadership Test” had
noted that “politics is likely to get more intense from here on in”.
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Chart 4: Portfolio Outflows Weighing on the THB too
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We would like to note too of the possibility that tourism numbers may not
sufficiently pick-up this year. Even though the Chinese platform company
Meituan had seen Chinese overseas hotel reservations hit a record during
the Lunar New Year (with Southeast Asia being among the most favoured
destinations for Chinese tourists), it is difficult to see if this can keep
holding up given the continued challenges within the Chinese economy. To
note, we are also entering a low season for tourism.

As a whole, the external position is likely to remain under pressure in the

coming future especially given that the global economy may face a
slowdown.

Chart 5: Foreign Tourism Income still quite Behind 2019 Levels
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Chart 6: Trade Surplus May Struggle to Hold Amid Global Slowdown
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Source: Bloomberg, Maybank FX Research & Strategy
Regardless, there is Still Positive Support for THB

Although we have highlighted some headwinds here that are looking to
weigh on the THB, we would also like to mention a number of potential
factors that could work in favor of the THB this year.

The first among this is that gold prices have been holding up well in the
last couple of months at elevated levels. There continues to be good
prospects for it to do so with expectations for Fed easing this year. Given
Thailand’s position as a gold trading hub, we expect this to be a strong
supporting factor for the currency.

Chart 7: Rise in Gold Exports Correlate with THB Strength
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The second factor we would like to note is the likelihood of Fed easing this
year. Our house view at this point is expectations for the Fed to cut by
100bps with the first of it likely to come in July. Whilst US inflation
numbers may recently have showed some strength, we still believe a
downward trend is intact albeit it maybe a bumpy one.
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Conclusion: Revise USDTHB Forecast Upwards Although Still
Expect It Stronger Year-End

We hold a balanced view of the THB but note that it is likely to be weighed
down by weak growth, BOT easing and a continued challenged external
position in the near term. To reflect this, we have consequently revised up
the USDTHB forecast. The USDTHB would end flattish at the end of 1Q 2024
and 2Q 2024. However, Fed easing and continued elevated gold prices
should help give the THB support and lead to the pair moving lower in 2H
2024.

Forecast 1Q 2024 2Q 2024 3Q 2024 4Q 2024
USDTHB 36.50 36.50 35.50 34.50
(34.75) (34.25) (33.75) (33.25)

Previous Forecasts in Parentheses

Chart 8: Our Maybank Short Term Tracking Model now sees USDTHB
Ending Higher at the End of 1Q 2024 at Around 36.32
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Note: Maybank short term tracking model is a least squares of the USDTHB
regressed on Thai 5Y CDS, Thai current account differentials with the US, USDCNY,
UST - Thai govt 10Y real yield differentials, DXY, fund flows, reflation proxy (MSCI
World Index/FTSE World Govt Bond Index) and gold prices

Daily Chart - Bullish Amid Inverse Head and Shoulder Pattern

Near term, USDTHB looks bullish given the inverse head and shoulder
pattern. Right now, pair is trading just above the 36.00 level with the risk
of it heading towards 37.25 amid the less favorable factors near term that
we have mentioned. Momentum indicators at the same time are pointing
to the upside. At 37.25, the pair would form a double top and potential
profit taking at that level can then result in it moving lower. Resistance
for the pair stands at 36.50 (76.4% retracement from Dec 23/Jan 24 low
to Oct 23 high) and 37.25 (around 2023 high). Support is at 36.00, 35.62
(100-dma) and 35.30 (around 50-dma and 200-dma).
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Chart 9: Daily Chart - Bullish Near Term on USDTHB
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APPENDIX I: TERMS FOR PROVISION OF REPORT, DISCLAIMERS AND DISCLOSURES

DISCLAIMERS

This research report is prepared for general circulation and for information purposes only and under no circumstances should it be considered or intended as an offer to sell or a solicitation
of an offer to buy the securities referred to herein. Investors should note that values of such securities, if any, may fluctuate and that each security’s price or value may rise or fall. Opinions
or recommendations contained herein are in form of technical ratings and fundamental ratings. Technical ratings may differ from fundamental ratings as technical valuations apply different
methodologies and are purely based on price and volume-related information extracted from the relevant jurisdiction’s stock exchange in the equity analysis. Accordingly, investors’ returns
may be less than the original sum 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 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 Maybank Investment Bank Berhad, its
subsidiary and affiliates (collectively, “Maybank IBG”) and consequently no representation is made as to the accuracy or completeness of this report by Maybank IBG and it should not be
relied upon as such. Accordingly, Maybank IBG and its officers, directors, associates, connected parties and/or employees (collectively, “Representatives”) shall not be liable for any direct,
indirect or consequential losses or damages that may arise from the use or reliance of this report. Any information, 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 forward looking statements. Readers are cautioned not to place undue relevance on these forward-looking statements. Maybank IBG expressly
disclaims any obligation to update or revise any such forward looking statements to reflect new information, events or circumstances after the date of this publication or to reflect the
occurrence of unanticipated events.

Maybank IBG and its officers, directors and employees, including persons involved in the preparation or issuance of this report, may, to the extent permitted by law, from time to time
participate or invest in financing transactions with the issuer(s) of the securities mentioned in this report, perform services for or solicit business from such issuers, and/or have a position or
holding, or other material interest, or effect transactions, in such securities or options thereon, or other investments related thereto. In addition, it may make markets in the securities
mentioned in the material presented in this report. One or more directors, officers and/or employees of Maybank IBG may be a director of the issuers of the securities mentioned in this
report to the extent permitted by law.

This report is prepared for the use of Maybank IBG’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 IBG and Maybank IBG and its Representatives 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. This report is for distribution only under such circumstances as may be permitted by applicable law.
The securities described herein may not be eligible for sale in all jurisdictions or to certain categories of investors. Without prejudice to the foregoing, the reader is to note that additional
disclaimers, warnings or qualifications may apply based on geographical location of the person or entity receiving this report.

Malaysia

Opinions or recommendations contained herein are in the form of technical ratings and fundamental ratings. Technical ratings may differ from fundamental ratings as technical valuations
apply different methodologies and are purely based on price and volume-related information extracted from Bursa Malaysia Securities Berhad in the equity analysis.

Singapore

This report has been produced as of the date hereof and the information herein may be subject to change. Maybank Research Pte. Ltd. (“MRPL") in Singapore has no obligation to update
such information for any recipient. For distribution in Singapore, recipients of this report are to contact MRPL in Singapore in respect of any matters arising from, or in connection with, this
report. If the recipient of this report is not an accredited investor, expert investor or institutional investor (as defined under Section 4A of the Singapore Securities and Futures Act), MRPL
shall be legally liable for the contents of this report, with such liability being limited to the extent (if any) as permitted by law.

Thailand

Except as specifically permitted, no part of this presentation may be reproduced or distributed in any manner without the prior written permission of Maybank Securities (Thailand) Public
Company Limited. Maybank Securities (Thailand) Public Company Limited (“MST”) accepts no liability whatsoever for the actions of third parties in this respect.

Due to different characteristics, objectives and strategies of institutional and retail investors, the research products of MST Institutional and Retail Research departments may differ in either
recommendation or target price, or both. MST reserves the rights to disseminate MST Retail Research reports to institutional investors who have requested to receive it. If you are an
authorised recipient, you hereby tacitly acknowledge that the research reports from MST Retail Research are first produced in Thai and there is a time lag in the release of the translated
English version.

The disclosure of the survey result of the Thai Institute of Directors Association (“I0OD”) regarding corporate governance is made pursuant to the policy of the Office of the Securities and
Exchange Commission. The survey of the IOD is based on the information of a company listed on the Stock Exchange of Thailand and the market for Alternative Investment disclosed to the
public and able to be accessed by a general public investor. The result, therefore, is from the perspective of a third party. It is not an evaluation of operation and is not based on inside
information. The survey result is as of the date appearing in the Corporate Governance Report of Thai Listed Companies. As a result, the survey may be changed after that date. MST does
not confirm nor certify the accuracy of such survey result.

The disclosure of the Anti-Corruption Progress Indicators of a listed company on the Stock Exchange of Thailand, which is assessed by Thaipat Institute, is made in order to comply with the
policy and sustainable development plan for the listed companies of the Office of the Securities and Exchange Commission. Thaipat Institute made this assessment based on the information
received from the listed company, as stipulated in the form for the assessment of Anti-corruption which refers to the Annual Registration Statement (Form 56-1), Annual Report (Form 56-2),
or other relevant documents or reports of such listed company. The assessment result is therefore made from the perspective of Thaipat Institute that is a third party. It is not an assessment
of operation and is not based on any inside information. Since this assessment is only the assessment result as of the date appearing in the assessment result, it may be changed after that
date or when there is any change to the relevant information. Nevertheless, MST does not confirm, verify, or certify the accuracy and completeness of the assessment result.
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This third-party research report is distributed in the United States (“US”) to Major US Institutional Investors (as defined in Rule 15a-6 under the Securities Exchange Act of 1934, as amended)
only by Wedbush Securities Inc. (“Wedbush”), a broker-dealer registered in the US (registered under Section 15 of the Securities Exchange Act of 1934, as amended). All responsibility for the
distribution of this report by Wedbush in the US shall be borne by Wedbush. This report is not directed at you if Wedbush is prohibited or restricted by any legislation or regulation in any
jurisdiction from making it available to you. You should satisfy yourself before reading it that Wedbush is permitted to provide research material concerning investments to you under relevant
legislation and regulations. All U.S. persons receiving and/or accessing this report and wishing to effect transactions in any security mentioned within must do so with: Wedbush Securities
Inc. 1000 Wilshire Blvd, Los Angeles, California 90017, +1 (646) 604-4232 and not with the issuer of this report.
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UK

This document is being distributed by Maybank Securities (London) Ltd (“MSUK”) which is authorized and regulated, by the Financial Conduct Authority and is for Informational Purposes only.
This document is not intended for distribution to anyone defined as a Retail Client under the Financial Services and Markets Act 2000 within the UK. Any inclusion of a third party link is for
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