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THB: More Flexibility in Baht
Liquidity, Risk Factors Weigh

Developing the Thai FX Market Ecosystem Analysts

The BoT announced relaxation of FX regulations under the Non- Saktiandi Supaat
resident Qualified Company Scheme (NRQC) on 5 Jan (press release (65) 6320 1379

here). These developments, in BoT’s words, are part of its efforts to saktiandi@maybank.com.sg
enhance the “breadth and depth of the onshore foreign exchange Tan Yanxi

market”. We note that this latest announcement follows another (65) 6320 1378

instance of regulation relaxation last Nov. tanyx@maybank.com.sg

One difference between the two announcements would be that Nov’s
measures were aimed at making it easier for Thai citizens to move
money overseas and invest in foreign assets, or to hold foreign
currency in Thai banks, which had a clearer impact (negative) for
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THB sentiments. In comparison, the latest measures have a Fiona Lim
broader focus on helping non-resident companies manage THB (65) 6320 1374
currency risks or liquidity more flexibly, and likely have a more fionalim@maybank.com.sg

negligible direct impact on THB sentiments.

Domestic Risk Factors at Play

With a swathe of domestic risk factors—Covid case surge, BoT’s
cautioning of downside risks to growth, no-confidence debate against
PM Prayuth and his government on 27 Jan—potentially tempering THB
positivity, USDTHB may not see significant downward pressures in
the interim. Any excessive drops in USDTHB could also lead BoT to
intervene to limit THB’s appreciation, which it views as negative for
the economy. A modest correction upwards may be possible for
USDTHB if the above-mentioned risk factors exacerbate, but we
expect the extent of any upswings to be capped.

More broadly for 2021, in a benign regional recovery scenario, THB
could still remain on a gentle appreciation path vs. USD, even as the
extent of any appreciation could lag pro-cyclical regional peers. We
maintain our prior forecasts for USDTHB for now.

Forecast 1Q 2020 2Q 2020 3Q 2020 4Q 2020

USDTHB 30.30 30.10 29.90 29.70

USDTHB (Weekly): Tentative Bullish Divergence, Some Upside Risks
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Another Round of BoT Regulation Changes

The BoT announced relaxation of FX regulations under the Non-resident
Qualified Company Scheme (NRQC) on 5 Jan (press release here). These
developments, in BoT’s own words, are part of the central bank’s efforts
to enhance the “breadth and depth of the onshore foreign exchange
market”.

We note that this latest announcement follows another instance of
regulation relaxation last Nov, which the BoT also billed as improving the
FX market ecosystem.

One difference between the two announcements would be that Nov’s
measures were aimed at making it easier for Thai citizens to move
money overseas and invest in foreign assets, or to hold foreign currency
in Thai banks, which had a clearer impact (negative) for THB sentiments.

The signalling from BoT in Nov may have helped slow the pace of THB
gains vs. USD in the past 2 months. In comparison, the latest measures
have a broader focus on helping non-resident companies manage THB
currency risks or liquidity more flexibly, and likely have a more
negligible impact on THB sentiments.

Summary of Measures (5 Jan 2021, 20 Nov 2020)

5 Jan 2021, Greater flexibility for non-resident companies to conduct
FX transactions against THB with domestic Fls under NRQC

¢ Non-financial companies having trade and direct investment in
Thailand participating in NRQC Scheme can manage THB FX risks
without providing proof of underlying for each transaction.

e Scope of eligible underlying transactions broadened to include
anticipatory hedging and balance sheet hedging.

e Eligible companies no longer subject to end-of day outstanding
limit of THB200mn imposed on non-resident THB accounts.

e With NRQC scheme allowing non-resident companies to conduct FX
transactions with domestic Fls more freely, THB borrowing demand
may decrease. Outstanding NRBA borrowing limit is hence reduced
from THB600mn to THB200mn.

20 Nov 2020, Making it easier for Thais to move money overseas and
invest in foreign assets, and to hold foreign currency in Thai banks

o Allowing free deposit and transfer of funds in foreign currency for
Thai citizens.

e Residents can use FX deposit transactions to diversify investments
in overseas equities and gold denominated in USD.

e Overseas investment limit for retail investors raised to $5 million
per year, from $200,000 now.

e No investment limit in foreign securities through local financial
institutions such as brokerage firms and asset management
companies.

e Allowing local listing of foreign securities such as exchange traded
funds that track foreign securities.
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Recap of Recent THB Performance

Broader risk-on sentiments induced by a Biden victory, positive vaccine
progress, US stimulus hopes etc., led to a ~3% decline in USDTHB in the
first 2 weeks of Nov 2020, but the pace of appreciation in THB has visibly
slowed since, with only a ~0.6% dip in USDTHB pair from mid-Nov till now
(as of writing).

Recent Pace of THB Appreciation Modest (15 Nov 2020 to 7 Jan 2021)
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Source: Bloomberg, Maybank FX Research & Strategy

Domestic Risks on the Horizon

Covid Spread & Growth Concerns
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Source: JHU CSSE Covid-19 Data from John Hopkins University

Total cases over the past two weeks number around 3.6k. The latest
surge prompted authorities to identify 28 provinces as high-risk areas,
and set new limitations such as suspension of some business operations
and meetings that could potentially fan infections.

BoT subsequently warned that the outbreak has turned out to be “more
severe than previously assessed” and that this “increased the
possibilities that the economy would underperform the baseline
projection for 2021 and 2022”. BoT’s Dec forecast for 2021 at 3.2% and
4.8% respectively.
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The silver lining here could be that authorities appear to be holding off
on a national lockdown for now, and more steps to support the economy
and businesses in the near-term could be discussed soon. Relief measures
may include an extension of the domestic travel subsidy and co-spending
program.

Political Uncertainty & Pro-Democracy Movement

Thailand’s biggest opposition party Pheu Thai also plans to begin a
process for a no-confidence debate against PM Prayuth and his
government on 27 Jan. The debate is expected to last seven days, with
key focus on the government’s “mismanagement” of its Covid-19
response. Last year, Prayuth and five other ministers survived a no-
confidence vote in Feb, after a week-long censure debate during which
Prayuth had to rebut a range of criticisms from the opposition.

While the recent Covid-19 wave could have contributed to a pause in
street protests, underlying tensions between pro-democracy groups and
the government could remain intact in 2021. A poll conducted from 24-25
Dec by the National Institute of Development Administration found that
41.6% of respondents (vs. 40.4% prior) expected Thailand's political
situation in 2021 to be unchanged from last year. Some 35.5% (vs. 45.0%
prior) expect more disruptions.

On Net...

With a swathe of domestic risk factors—Covid case surge, downside risks
to growth, political uncertainty (no-confidence debate against PM
Prayuth and his government on 27 Jan)—potentially tempering THB
positivity, USDTHB may not see significant downward pressures in the
interim. Any excessive declines in USDTHB could also lead BoT to
intervene to limit THB’s appreciation, which it views as negative for the
economy. A modest correction upwards may be possible for USDTHB if the
above-mentioned risk factors exacerbate, but we expect the extent of
any upswings to be capped.

More broadly for the year, in a benign regional recovery scenario, THB
could still remain on a gentle appreciation path vs. USD, even as the
extent of any appreciation could lag pro-cyclical regional peers. We
maintain our prior forecasts for USDTHB for now.

Forecast 1Q 2020 2Q 2020 3Q 2020 4Q 2020
USDTHB 30.30 30.10 29.90 29.70
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USDTHB (Weekly): Tentative Bullish Divergence, Risks Skewed
Modestly to Upside
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Pair appears relatively supported by the 29.90-levels for now. Last seen
at 29.95. Momentum on weekly chart is mildly bearish, while RSI is near
oversold conditions. We note signs of bullish divergence on MACD setting
in, i.e., lower low in pair not accompanied by lower low in momentum
indicator. Risks to pair hence skewed to upside in interim.

Support at 29.90 before 29.50. Next long-term support is some way off at
28.60 (2013 low). Resistance nearby at 30.00 (21-DMA), before 30.40 (50-
DMA), 30.80 (100-DMA).
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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
to buy the securities or financial instruments referred to herein, or an offer or solicitation to any person to enter into any transaction or adopt any
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
Malayan Banking Berhad and/or its affiliates and related corporations (collectively, “Maybank”) and consequently no representation is made as to the
accuracy or completeness of this report by Maybank and it should not be relied upon as such. Accordingly, no liability can be accepted for any direct,
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
forward looking statements. Readers are cautioned not to place undue relevance on these forward looking statements. Maybank 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.

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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This report has been produced as of the date hereof and the information herein may be subject to change. Maybank Kim Eng Research Pte. Ltd. (“Maybank KERPL") in Singapore has no
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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
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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
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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, MBKET 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 Maybank Kim Eng Securities USA Inc (“Maybank KESUSA™), 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 Maybank KESUSA in the US shall be borne by Maybank KESUSA. This report is not directed at you if MKE 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 Maybank KESUSA is permitted to provide research material
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UK

This document is being distributed by Maybank Kim Eng Securities (London) Ltd (“Maybank KESL") 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
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individuals own risk. Nothing in this report should be considered as constituting legal, accounting or tax advice, and that for accurate guidance recipients should consult with their own
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