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Global: Milder Omicron symptoms, faster normalization?

Japan
 Sixth wave could hurt economy but 

impact would be smaller than Delta-
waves given nascent recovery

 Supplementary budget and ultra-loose 
monetary policy could help cushion 
latest pandemic impact despite taking a 
tiny step to exit crisis stimulus 

China
 Zero-COVID policy, liquidity crunch saga in property sector, 

and ongoing regulatory clampdown would drag growth
 Exports could ease the impact of headwinds but 

insufficient to offset all
 China to cautiously step up accommodative fiscal and 

monetary measures to avert a hard landing

Europe 
 Entering 2022 with some interruptions but 

Omicron will have milder impact than 
previous waves

 Health and political risks could prompt the 
ECB to maintain accommodative policy this 
year while slowly exiting from pandemic 
stimulus

 Households could face rising cost of living in 
1H; solid labor market and above-target 
inflation will allow central bank to raise rates

US
 Omicron will hurt services sector but not 

overall economic conditions 
 Inflation will stay hot in 1Q22 but 

unlikely to dampen consumer spending 
this year

 US Fed is ready for liftoff and prepares to 
trim balance sheet
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Global growth could slow down because of Omicron but impact would be limited;
recovery is underway, allowing policy normalization in some major countries

Source: IHS Markit, Bloomberg, Google Mobility, Krungsri Research
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Global economic activities had improved markedly in 2021. Though supply-side problems limited growth in the manufacturing sector, services sector recovered strongly amid progress in vaccination in advanced
countries. Most major countries, except China, registered stronger growth in 2021. The Omicron wave since late-2021 might hurt some activities, especially services, but it would have limited impact because of
milder symptom and lower fatality rate amid higher vaccination rates. Economic recovery is underway with falling unemployment, allowing several countries to normalize crisis stimulus programs.
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US: Omicron will hurt services sector but not overall economic conditions

Source: Our World in Data, Federal Reserve Bank of New York, ISM, Conference Board, Krungsri Research

Omicron cases have surged in the US since late 2021, especially among the young and unvaccinated population, but there are fewer fatalities compared to the Delta wave. The latest outbreak has caused the largest
drop in Services PMI from 69.1 November to 62 in December, particularly new orders and business activity indices. Employment index edged down, suggesting businesses continue to hire workers. Manufacturing
sector is still demand-driven and has seen limited impact from the outbreak. For consumers, the Omicron variant is unlikely to halt spending as mobility data in grocery markets, restaurants and shopping centers
are better than during previous waves. Looking forward, the CDC believes there would be a surge and sharp drop in Omicron cases, like in South Africa where cases have peaked and are falling. In the US, although
daily new cases remain worrying, the situation is likely to improve ahead. The Weekly Economic Index suggests overall economic activities (as of 8 January 2022) remain strong and are unlikely to contract because of
the latest outbreak. Hence, we expect economic activities to remain solid and the smaller-than-expected COVID-19 impact could lift consumer expectations and spending ahead.
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Inflation will stay hot in 1Q22 but unlikely to dampen consumer spending this year

Source: BLS, ISM, Bloomberg, Krungsri Research

CPI inflation will continue to run hot in 1Q22. Data shows broad price gains in general categories but there are signs inflation is unlikely to take a bite out of spending this year. Firstly, the Omicron outbreak has
had minimal impact on spending on goods. Secondly, average wage grew 4.7% in December while real wage is higher than pre-pandemic trend. Thirdly, house prices are set to cool down in 2022 and delivery times
are shorter, which would help firms to avoid goods shortage and allow consumers to save to spend in the future. Lastly, the Biden administration have attempted to control oil and meat prices while asking the
private sector to help ease supply bottlenecks. Moreover, the mid-term elections might prompt the government to act to maintain popularity. These factors could support purchasing power and strong consumer
demand. And as inflation remains above pre-pandemic trends and demand remains solid, that would allow the Fed to proceed with plans to tighten monetary policy.
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Problem Action/Plan

Oil prices
 The government released oil reserves to bring down oil prices
 The US asked OPEC+ to increase production

Meat prices
The White House provided USD1 billion for American Rescue Plan to help 
small meat processors expand processing capacity and increase 
competition

Supply chain 

 President Biden discussed with private sector CEOs to resolve supply 
problems and keep shelves stocked

 The administration announced the Trucking Action Plan to recruit and 
retain more truck drivers

Government’s efforts to mitigate inflation
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US Fed is ready for liftoff and prepares to trim balance sheet

Source: BLS, Federal Reserve, Bloomberg, Krungsri Research

A robust labor market, persistent inflation, milder COVID symptoms, and more hawkish Fed members, are supporting a faster-than-expected rate hike. Even with disappointing payrolls, the labor market might
have reached maximum employment. Unemployment rate plunged to 3.9% in December last year, better than the Fed’s projection of 4.3%, while labor force participation rate is about 1.5% below Feb-20 level. The
Fed expects Omicron to have only mild impact on the economy, reflected by the upward revision of 2022 GDP growth. In addition, investors are optimistic about the economy and had driven 10-year treasury yield to
1.7% early this year and caused the Dollar to appreciate. We see rising probability of the first-rate hike in March 2022, followed by at least 2 more hikes before the end of the year. The FOMC estimates rates would
hit 0.9% by 2022 and 1.6% in 2023, suggesting a continuity of the hiking cycle. Moreover, the Fed might start to trim balance sheet (quantitative tightening) soon after starting to lift rates. This aggressive tightening
could raise concerns in stock and currency markets worldwide but we maintain that global liquidity would remain abundant and is unlikely to drop sharply.
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Europe: Entering 2022 with some interruptions but Omicron will have milder impact than
previous waves

Source: Our World in Data, IHS Markit, Google Mobility, Eurostat, Eurocontrol, Krungsri Research
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Omicron will hinder economic growth in the Eurozone in early-2022. Daily new cases are breaking records in many countries, led by France and Spain. This has hurt services activities, reflected by the 8-month low
Services PMI index in December. Consumer Confidence Index in the same period was dented by rising COVID-19 cases and concerns over inflation, which sent the index below pre-crisis level. Despite Omicron being
more infectious and disruption to services activities, the impact is expected to be less severe than during previous outbreaks because it causes milder symptoms and fewer fatalities. Signs of easing supply
bottlenecks could also support the manufacturing sector, which could partly offset the negative economic impact of the outbreak. Furthermore, high-frequency data show milder interruptions to retail and
recreation activities than prior waves. Activities in major countries remain stronger than Feb-20 levels. Lastly, countries did not halt air transportation, and the number of flights in major countries is only 10-30%
below 2019-levels. Hence, we expect the latest outbreak to have limited impact on the economy and overall activities would resume from late-1Q22 onwards.

Jan-22
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Health and political risks could prompt the ECB to maintain accommodative policy this
year while slowly exiting from pandemic stimulus

Source: ECB, Federal Reserve Bank of New York, Bloomberg, Krungsri Research

1Q22
The ECB will start tapering the Pandemic Emergency Purchase Programme (PEPP) from 
EUR60 bn a month in 4Q21 to 40 bn in Jan-22 and end the program in Mar-22

2Q22

 Double the Asset Purchase Programme to EUR 40 bn per month
 Borrowing rates in TLTRO III would remain as low as 50 bps below average interest 

rate on deposit facility until 23 June 2022
 Maturing principal payments from securities purchased under the PEPP will be 

reinvested until the end of 2023

3Q22 Slow down Asset Purchase Programme to EUR 30 bn 

4Q22
 Slow down  Asset Purchase Programme to EUR 20 bn 
 The ECB would keep policy rates unchanged throughout 2022

ECB’s accommodative policy with a plan to exit stimulus
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The ECB could face several challenges in 2022, including Omicron, inflation and political risks. Although inflation likely peaked in 4Q21 due to easing energy prices, supply bottlenecks and labor shortage might
continue to exert inflationary pressure in 1Q22. As inflation is expected to be higher than the ECB’s target in 2022 and overall activities are gradually returning to pre-crisis levels, the ECB decided to dial back its
emergency stimulus by March 2022. However, Omicron and political risks could prompt the ECB to maintain an accommodative policy. They would increase monthly bond purchases under the Asset Purchase
Program (APP) to EUR40 bn in 2Q22 before slowing down to EUR20 bn later this year. The ECB cited Omicron as a major risk that could reduce economic growth to 4.2% in 2022 from 5.1% in 2021. Plus, we suspect
political uncertainty and public debt concerns in Italy and France could push up bond yields. Italy’s Prime Minister might step down from a position and the French presidential elections would be held in April, which
might add to ECB’s tasks to control yields. Health and political risks will keep the ECB away from a tightening policy and hiking policy rates this year, but tensions between Russia and the West could limit natural
gas supply, which would make it increasingly difficult for the ECB to extend its loosening policy.
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UK: Households could face rising cost of living in 1H; solid labor market and above-target
inflation will allow central bank to raise rates

Source: Our World in Data, ONS, BOE, RICS, Krungsri Research

The UK economy could face major challenges, including higher daily COVID-19 cases and rising cost of living. It has seen about 150k cases a day since the detection of Omicron. This has brought economic activities
to the lowest level since May 2021 although the Prime Minister has maintained ‘no more lockdowns’ to avoid economic contraction. At its December meeting, the Bank of England surprised markets by lifting interest
rates for the first time since the pandemic, by 15 bps to 0.25% to curb rising prices. Looking ahead, there are also surprises for policymakers. We expect UK households to experience a deterioration in living
standards as wage is slowing down while cost of living continues to rise. This could hurt consumer purchasing power at least until inflation peaks in 2Q22. In addition, property affordability remains subdued as
housing demand exceeds supply and higher mortgage rates push up mortgage payments. However, payrolls have continued to increase and exceed pre-crisis level, which could support consumer demand. The
stable labor market, coupled with above-target inflation, would allow the BOE to consider further rate hikes to about 0.75% by the end of this year.
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China: Zero-COVID policy, liquidity crunch saga in property sector, and ongoing regulatory
clampdown would drag growth
There is still uncertainty over China’s economic growth trajectory, although the power shortage situation that started last year has eased. Since August 2021, China has experienced several waves, including the 
latest which started in December in Zhejiang, Henan, Shaanxi, Tianjin and Liaoning (these 5 provinces contribute 18.2% of national GDP). Despite recording much fewer cases than in other major economies, China’s 
strict containment measures are discouraging economic activities, indicated by a drop in daily mobility data to below pre-pandemic level and weaker retail sales growth since late 2021. China is expected to maintain 
its ‘zero-COVID policy’ throughout this year. In addition, real estate developers are struggling with a liquidity crunch. Evergrande’s debt instruments have been downgraded by global credit rating agencies to 
‘restricted default’ status, while other developers including Kaisa and Shimao have defaulted on their latest interest payments. The latest developments in the property sector have shaken confidence and pushed 
down property sales and prices. Moreover, regulators will continue to crackdown on technology giants, unlike the broad regulatory onslaught last year. That would deter business investment ahead. Looking 
forward, recent outbreak amid China’s ‘zero-COVID policy’, low liquidity in the property sector, and regulatory crackdown, would dampen domestic spending in several areas and investment in some sectors.

Source: National Health Commission, National Bureau of Statistics, CEIC, Bloomberg, Reuters, Krungsri Research
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Exports could ease the impact of headwinds but insufficient to offset all

Source: National Bureau of Statistics, CEIC, Bloomberg, Reuters, Krungsri Research

Caixin PMI Exports has been accelerating
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Several headwinds are hampering economic growth prospects but some key economic indicators are improving. Manufacturing PMI turned to expansion territory in December, suggesting easing impact of 
electricity shortage and supply disruption. The Output sub-index posted the strongest growth in a year, while delivery time component eased. Besides, external demand is resilient as 2-year average growth has 
accelerated to 18.4%, the strongest growth since April. Among the top 10 export items, pandemic-induced and work-from-home policy-related products (including medical products and furniture) remained buoyant, 
while demand for chemicals and metals are gaining momentum. In addition, demand for vehicles and computers (contribute combined 29.9% of total exports) will continue to grow going forward. However, exports -
which contributed 17.5% of national GDP – would be insufficient to offset weaker consumption (54.3% of GDP) and investment (26.6% of GDP). And, port congestion has worsened because of strict containment 
measures at major gateways and temporary halt at some manufacturing sites, which could be a key risk factor for China's exports.
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China to cautiously step up accommodative fiscal and monetary measures to avert a hard
landing
Several major economies have started to normalize policies, but China still needs easing measures to boost domestic demand. This policy divergence is mainly due to different economic conditions - economic 
slowdown and lower inflationary pressure in China. Both headline and factory-gate inflation rates eased in December amid weak demand and the policy to curb commodity price hike. To avert a sharp slowdown, the 
People’s Bank of China (PBOC) cut commercial banks’ reserve requirement ratio (RRR) by 0.50% from 15 December. It also lowered the 1-year loan prime rate (LPR) on 20 December to 3.8% from 3.85%, the first 
cut since April 2020. These easing monetary measures led to cheaper financing costs, reflected by lower 7-day SHIBOR and 10-year government bond yields. Monetary policy would likely focus on economic growth
as the PBOC has removed the term ‘targeted’, indicating more broad-based measures, while adding the words ‘keep liquidity reasonably ample’ which reflects a more accommodative policy. On the fiscal front, China 
will continue with a proactive fiscal policy by committing to step up tax and fee cuts by more than CNY1trn and urging local governments to speed up spending on investment through new bond issuance. Compared 
to its policy priorities last year, China now plans to employ ‘more easing measures’, despite a still-cautious policy. Hence, they would focus on averting a sharp economic slowdown in 2022 compared to 
maintaining economic and financial stability in 2021.

Consumer & Producer Price Indices

Interest rate, bond yield  & SHIBOR

Source: The People’s Bank of China (PBOC), Bloomberg, Reuters, Krungsri Research
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2022 Monetary and Fiscal policy stance 

Area More easing Still cautious

Monetary
policy

• Pledge greater support for real 
economy with a more forward-
looking policy

• Guide banks to offer greater support 
to high-tech firms, small business 
and green projects

• Avoid imposing measures that would 
exacerbate financial risks

• Promote healthy growth of property 
sector and protect individual 
investors & home buyers

Fiscal policy • Provide additional tax and fee cuts, 
especially for low-income earners

• Encourage local governments to 
speed up investments

Long-term 
development

• Focus on ‘common prosperity policy’ 
targeted at low-income group

Economic policy priorities addressed in 2022 compared with last year

2021 Difference seen in 2022

Monetary 
policy

Prudent monetary policy should be 
flexible, targeted, reasonable and 
appropriate

Prudent monetary policy should be 
flexible and appropriate, to keep 
liquidity reasonably ample

(remove word ‘targeted’)

Fiscal policy Proactive fiscal policy must be more 
effective, sustainable 

Proactive fiscal policy must enhance 
efficiency, with more focus on precision 
and sustainability



Japan: 6th wave could hurt economy but impact would be smaller than Delta-waves given
nascent recovery
Daily new cases has exceeded 20,000 in mid-January, for the first time in over 4 months, driven by Omicron. The government has declared a quasi-state of emergency in 3 prefectures (which account for 4.1% of
GDP). Although the Omicron impact is smaller than the Delta-driven wave, as reflected by high-frequency indicators, it will take a toll on some services sectors. The corresponding PMI data had edged down in
December. The impact could be partly offset by a rebound of domestic travel during the New Year holiday by rail (up by 50% YoY) and air (up by 12%). Moreover, the latest outbreak would have limited negative
impact because: (i) domestic spending on goods should be supported by stronger purchasing power (average cash income grew for 8 straight months) and progress in vaccination with 79.5% of the population fully-
vaccinated, the highest among advanced economies; (ii) solid exports which grew 8.1% in November led by top-3 items (vehicle, machinery and electronics) which collectively contributed 55.1% of total exports; and
(iii) an improvement in private investment - Tankan survey revealed firms plan to increase 2022 capital expenditure (CAPEX) to beyond 2020-2021 levels. This would also be supported by resilient manufacturing
growth given robust exports and improving domestic demand going forward. In addition, the new stimulus package would support economic recovery.

Source: Ministry of Health Labour and Welfare, Jibun Markit, CECI, Kyodonews, Bloomberg, Krungsri Research

COVID-19 Situation and Economic Activities

Exports
Jibun PMI

Daily new COVID-19 cases
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Supplementary budget and ultra-loose monetary policy could help cushion latest
pandemic impact despite taking a tiny step to exit crisis stimulus

Source: Bank of Japan, Cabinet Office, CECI, Kyodonews, Bloomberg, Reuters, Krungsri Research

Core & Headline inflation

Recovery remains weak and uneven while the latest COVID-19 flare-up could delay the gradual economic recovery, Japan has to mitigate the negative effects. In December, the parliament passed Kuroda’s
supplementary budget valued at JPY36trn (accounting for 6.7% of GDP) to ease the pandemic impact. However, they might postpone the ‘Go To Travel’ campaign aimed at promoting domestic tourism, possibly to
2Q22. On the monetary front, though the Bank of Japan (BOJ) continues with its ultra-loose policy, new asset purchases in November reached JPY3trn, more than the monthly average pre-pandemic. Meanwhile,
core inflation is still in negative territory, implying the need to avert deflation. At the December meeting, the BOJ kept policy rates, QE and yield curve control program, and extended the expiry of its COVID-19 relief
funds for hard-hit SMES from March to end-September. However, the BOJ has taken a cautious step to exit some crisis stimulus by scaling back commercial paper and corporate bond purchase program to pre-COVID
level, starting from April, as the performance of large firms has improved. Japanese listed companies are projected to post 10% growth in pretax profit for 2022 fiscal year. Looking ahead, the BOJ would continue
with large-scale monetary easing despite the policy tweak, while fiscal measures are likely to play a more important role to ease the pandemic impact.

Key monetary policy development
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Measures Details

Extend expiry date for 
emergency lending facility

Special facility targeted at SMEs. It offers interest-free, one-
year loans against corporate debt as collateral.  The expiry 
date has been extended to September 2022

Trim corporate bond 
purchase

From April 2022, the BOJ will reduce its holdings of 
commercial paper and corporate bonds to pre-pandemic 
level of around JPY5trn.

Expect to start implementation new supplementary budget

1Q22 2Q22 Longer-term

 Earmarked medical 
measures to curb 
outbreak (JPY3.9trn)

 JPY100,000 cash 
handout & extra 
vouchers (JPY2.6trn)

 Furlough funds 
(JPY1.7trn)

 Restart "Go To Travel" 
program (JPY268.5bn)

 Promote research in 
cutting-edge technology 
(JPY10bn)

 Strengthen 
semiconductor 
manufacturing sector 
(JPY617bn)

BOJ’s asset purchase program
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Thailand: Omicron would delay, not derail, economic recovery

 Thai economic recovery might be delayed given rising concerns about new wave. Omicron and Delta have pushed daily cases to new highs
worldwide. Though research show risk of hospitalization is less than for Delta variant, there is still uncertainty and risk, depending on
hospitalization rate and vaccine efficacy.

 In Thailand, daily COVID-19 cases would reach 11,000 under our base case and nearly 32,000 under worst-case scenario. Daily fatalities
would peak at 50 under base case and reach 300 under worst-case scenario.

 Milder symptoms, lower fatality rate, and rising vaccination rate suggest containment measures should be less stringent than previous
waves, implying limited impact on domestic activity. However, as border control remains strict, tourism is the hardest hit sector. Omicron
impacts would reduce overall economic activities by 0.6%-3.0%.

 Exports performed well and would be a key driver of the Thai economy this year driven by larger volumes rather than higher prices. Private
investment growth is stronger than pre-COVID level, underpinned by rising exports and recovering domestic demand. The government
recently pledged to introduce additional stimulus measures to alleviate the impact from the coronavirus. We are awaiting the clarity of new
stimulus package before adjusting our 3.7% GDP growth forecast for 2022.

 Inflation could rise faster than expected but would be capped by weak wage growth. Downside risks to growth and transitory inflation
suggest MPC would hold policy rate in 2022.
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Krungsri Research forecasts 2021-2022

Source: NESDC, BOT, MOC, MOTS, Bloomberg, Krungsri Research

GDP growth YoY (%) 2.3 -6.1 1.2 3.7

Private Consumption Expenditure YoY (%) 4.0 -1.0 1.1 3.6

Government Consumption Expenditure YoY (%) 1.7 0.9 2.3 0.3

Private Investment YoY (%) 2.7 -8.4 4.2 4.6

Publ ic Investment YoY (%) 0.1 5.7 4.8 4.2

Nominal  Exports  in USD (f.o.b.)* YoY (%) -3.3 -6.5 16.5 5.0

Nominal  Imports  in USD (f.o.b.) YoY (%) -5.6 -13.8 23.0 6.0

Current Account Balance USD, bn 38.0 20.3 -12.5 5.8

Touris t Arriva ls Mn, persons 39.9 6.7 0.35 7.5

Headl ine Inflation YoY (%) 0.7 -0.8 1.2 1.5

Exchange rate (end of period) THB/USD 30.1 30.0 33.4 33.0

Pol icy Interest rate (end of period) (%) 1.25 0.50 0.50 0.50

Dubai  crude price - period average USD/bbl 63.0 41.5 69.5 73.5

Krungsri Research Forecast 20202019 2021F 2022F

* Customs-based export growth forecast: +15.0% in 2021, +4.5% in 2022
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Omicron and Delta push daily cases to new highs worldwide

Global new daily cases has reached a new high of nearly 3.0 million following the recent Omicron outbreaks. The latest variant of concern has raised new concerns worldwide because it has quickly become the
dominant strain in several countries. It is more contagious than the Delta variant; an Imperial College research report concluded Omicron replicates five times faster than Delta. More importantly, current vaccines are
also less effective against Omicron and a booster dose would be needed to protect against Omicron. However, research shows risk of hospitalization is 25-50% less than for Delta variant. Hence, it would not stretch
national healthcare systems.

Source: Our World in Data, WHO, Imperial College, National Health service (UK), Journal of Clinical Medicine, CDC
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Global daily infections and fatalities Delta vs Omicron

Comparison Delta Omicron

Reproduction number (R) 1.2-2.0 2.5-5.2

Generation time 5-10 days 2-5 days

Hospitalization rate - 25%-50% reduction

Reinfection rate - 5.41 folds

Vaccine effectiveness (%) Delta Omicron

AZ 1 dose 33.7 17.2

AZ 2 doses (<14weeks) 51.7 27.0

AZ 2 doses (>14weeks) 43.7 6.6

AZ 2 doses and booster dose 93.8 70.3

Pfizer 1 dose 51.4 29.0

Pfizer 2 doses (<14weeks) 67.8 56.2

Pfizer 2 doses (>14weeks) 69.8 19.0

Pfizer 2 doses and booster dose 94.3 77.1



Omicron replaces Delta to become the dominant 
strain in the next few weeks. However, 

hospitalization rate remains low. Fatality rate is low.

Omicron becomes dominant strain and is as 
dangerous as Delta. Hospitalization rate rises even if 
vaccine can help to reduce severity of symptoms. A 
booster dose is required to protect from Omicron. 

So, it could take a few months for new cases to 
decline.

Omicron becomes dominant strain and low vaccine 
efficacy. There is a new and extended wave of 

outbreaks. High fatality rate.

18

There is still uncertainty as Omicron may create serious concerns

The number of infections would be high, but the risk factors are severity of symptoms and vaccine efficacy.

 Base case: Reproductive number 5.2, Hospitalization rate 50% below Delta, vaccine efficacy (85% with booster dose)

 Worse case: Reproductive number 5.2, Hospitalization rate 25% below Delta, moderate vaccine efficacy (85% with booster dose)

 Worst case: Reproductive number 5.2, Hospitalization rate 25% below Delta, low vaccine efficacy (25% with booster dose)

Source: Krungsri Research

More infectious,
milder symptom, 

and limited severe 
cases

More infectious,
as severe as Delta, 
and booster dose 

can prevent severe 
cases

More infectious,
as severe as Delta, 

and low vaccine 
efficacy

Need to impose social distancing and containment measures 
for at least half a year. Domestic lockdown is unnecessary, but 

border controls will remain strict. Businesses that involve 
large gatherings and tourism sector would remain the 

hardest-hit.

Need to impose social distancing and containment measures 
for at least half a year. Domestic lockdown may be 

occasionally deployed along with partial border closures. 
Retail, transportation, businesses that involve large 

gatherings, and tourism sector would be hardest-hit.

There could be partial lockdown and borders could be closed 
for several months. Most businesses would experience a 

downturn.

Scenario ImpactsDescription

Base case

Worse case

Worst case

Omicron scenarios
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Source: WHO, forecast by Krungsri Research

Note: forecast as of Jan 5, 2022

0

5,000

10,000

15,000

20,000

25,000

30,000

35,000

Mar-21 Apr-21 May-21 Jun-21 Jul-21 Aug-21 Sep-21 Oct-21 Nov-21 Dec-21 Jan-22 Feb-22Mar-22 Apr-22 May-22 Jun-22

Cases

Actual

Base case

July forecast

September forecast

Worse case

Worst case

Daily COVID-19 cases would reach 11,000 under base case and nearly 32,000 under worst-
case scenario
Our base case assumes daily new detected cases would peak by mid-Feb at 11,000. Total cases in the first half of 2022 could reach 0.88 million. In the worst-case scenario, daily cases would reach 32,000.

Forecast of new daily COVID-19 cases
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Source: WHO, forecast by Krungsri Research

Note: forecast as of Jan 3, 2022
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Daily fatalities would peak at 50 under base case and reach 300 under worst-case
scenario
Our base case assumes fatality rate would be 0.2% with fatalities peaking at 50 a day by the end of Feb. The low fatality rate and fewer severe cases would leave room for authorities to continue to ease COVID-19
containment measures. Under worst-case scenario, daily fatalities could reach 300 cases.
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Milder symptoms, lower fatality rate, and rising vaccination rate suggest containment
measures would be less strict than previous waves

December 1, 2021 December 16, 2021 January 9, 2022
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Maximum and strict Control 
area or ‘Dark red zone’

Maximum-control Area or ‘red 
zone’

Controlled area or ‘orange 
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Close surveillance area or 
‘yellow zone’

Surveillance area or ‘green 
zone’

Pilot areas for tourism or 
‘blue zone’, or

some areas in the province are 
designated pilot areas

Color zone definition

Government has only raised COVID-19 alert from level 3 to level 4 and expanded the list of restricted areas to 69 provinces (Orange Zone). As at January, 9, there are 8 provinces in the Blue Zone, which are considered
as safe tourism zones. However, the containment measures are less stringent than last year. This means smaller impact on domestic economic activities than during previous waves.

Source: MOICOVID,  Krungsri Research

Provinces
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High-frequency data indicates current wave could take a toll on domestic activity but 
impact would be limited given less stringent restrictions than last year 

Daily Activity Indicator (as of 8 January 2022) Daily Activity Indicator (as of 8 January 2022)
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Vaccination Rate (as of 12 January 2022)
Krungsri Research’s view

 According Google Mobility Index as of January 8, Thailand's economic

activity has slowed down since late 2021 because Omicron had caused a

surge in daily cases.

 However, containment measures are less strict than previous waves amid

lower fatality rate. The number of inoculations in Thailand (as at Jan 12) has

also jumped to 107 m doses, including 51.1 m people (71.5% of population)

who have received at least 1 dose, 46.9 m (65.1%) at least 2 doses, and 9.3

m having received a booster dose. This is crucial to reduce symptoms and

pandemic impact. Hence, the negative impact on economic activity should

be less than during previous waves although Omicron is more infectious.

1 Dose = 71.5% 

2 Doses = 65.1% 

Booster

Source: BOT, University of the Thai Chamber of Commerce (UTCC), Krungsri Research
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Private consumption could slow down in the near-term due to new wave; stimulus
measures would continue to support domestic spending

Source: BOT, University of the Thai Chamber of Commerce (UTCC), Krungsri Research
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Krungsri Research’s view

 Private consumption rose 0.9% MoM sa in November, underpinned by recovering
economic activity and consumer confidence following lockdown easing, higher vaccination
rate, and measures to boost domestic spending. Consumption improved, led by spending on
durable and semi-durable goods. But spending on services sectors remained weak.

 The Omicron wave could hurt confidence and private consumption in the near-term. Our
base case assumes daily cases would peak in mid-February, there would be no lockdown,
and the government would accelerate booster shots. These could ease the impact of the
latest wave. In addition, private consumption would be supported by several measures to
boost spending and domestic tourism, including 'Shop Dee Mee Kuen’ or shop-and-payback
scheme, Phase 4 of 'Khon La Krueng’ co-payment subsidy scheme, and Phase 4 of 'We Travel
Together' tourism subsidy program.

Indicators

4Q19 =100* J F M A M J J A S O N D J F M A M J J A S O N

Private consumption (sa)

  Non-durables

  Semi-durables

  Durables

  Services

  Non-residents expenditure

*Green > 100, Red < 100 / Darker green (red) indicates stronger (weaker) momentum

2020 2021
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However, as border control remains strict, tourism is the hardest hit sector
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Krungsri Research’s view

 Since November 1, 2021, Thailand has reopened to international tourists under the
quarantine-free Test & Go program. As a result, foreign tourist arrivals surged from
20,272 in October to around 200K in December.

 However, the Test & Go program has been suspended since January 4 because of
Omicron. However, foreign tourists are allowed to enter the country under other
programs and Sandbox program in selected locations. Therefore, foreign tourist
arrivals could slow in 1Q22. We expect arrivals to recover in 2H22 as pandemic
concerns would ease. In our base-case scenario, daily COVID-19 cases would peak in
mid-February and flatten after mid-April.

 On domestic tourism, the recent surge in daily cases would hurt sentiment but
domestic travel activity would be supported by Phase IV of 'We Travel Together'
tourism subsidy program which started in late-2021. However, as daily cases drop
and containment measures are relaxed, domestic tourism could recover faster than
inbound tourism given milder Omicron symptoms, high vaccination rate in Thailand,
and release of pent-up demand.

Daily average foreign tourist arrivals (persons)
*
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Recovery might be delayed; Domestic activity would be hit less than tourism sector
Concerns over Omicron outbreaks would slow the relaxation of COVID-19 containment measures, especially border controls. Stricter containment measures would limit domestic economic activities and delay
economic recovery in Thailand. Our model suggests the stringency index would be higher than before Omicron. Domestic activities under each scenario would be reduced by 0.9%, 2.0% and 3.2% from our initial
forecasts, respectively. Containment measures on domestic activity should be less stringent than last year but border control would remain strict. Tourism activities would drop by 7.1%, 21.7% and 36.8%, respectively.
This suggests Omicron outbreak would hurt tourism-related sectors the most, rather than overall domestic economic activities. Overall economic activities under each scenario would drop by 0.6%, 1.4% and 3.0%,
respectively. This would delay recovery in Thailand - to pre-COVID level - by a quarter, from Q422 to Q123.

Source: Krungsri Research
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In a base case, domestic economic activities 
would reach the pre-COVID level in 1Q23, from 

4Q22 in the previous estimation
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Exports performed well and would be a key driver of Thai economy this year

Krungsri Research’s view

 Export growth accelerated to 24.7% YoY in November from 17.4% in October, supported by
demand recovery at major trading partner countries and easing supply chain disruption.
Domestic industrial production also recovered as Delta-driven outbreaks eased. Excluding oil,
gold and weapons, exports grew 18.9%. By destination, shipments to almost all major export
markets surged, except to Japan where exports shrank marginally.

 Imports surged 20.5% YoY in November led by fuel lubricants, especially crude oil. Strong
imports of raw materials also support a positive export outlook.

 For 2022, exports will continue to grow in line with the global economic recovery and
regionalization, growth could be above-trend. We project 2022 export growth at 4.5% (based
on MOC data) or 5.0% (based on BOT data), higher than the average of 2.9% during 2001-2019
(pre-pandemic). This would be supported by higher vaccination rates and a recovering global
economy. In addition, Thailand will benefit from greater regionalization, including the
enforcement of the RCEP from 2022.

Source: MOC, Krungsri Research
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Robust Thai exports were led by larger volumes rather higher prices; weaker baht also
helped to support export earnings
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Volume  14.6

Price      4.7

Value   20.2
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Avg. volume =17.1%, Avg. volume =13.7%, 

11M2021 11M2021

Avg. volume =17.1%, Avg. volume =13.7%, 

The main driver of Thai exports in 2021 was a surge in export volumes rather higher export prices, which is a positive sign for Thai exporters, producers and the overall economy. In 2H21, Thai export volume continued
to grow at double-digit rate (averaging +13.7% in July-November vs +17.1% in 1H21). Growth in USD export prices has been steady at an average of 3.2% in the first 11 months of 2021. And, the Thai baht would likely
weaken in 1H22, which would also support export earnings and Thai GDP growth. In the first 11 months of 2021, the weaker baht helped Thai export value (in THB) to expand by 20.2%, including a 4.7% rise in export
prices. In USD, export value grew 18.4% while export prices rose 3.2%.
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Private investment growth is stronger than pre-Covid level, underpinned by rising exports
and recovering domestic demand
Private Investment Index (PII) expanded by 1.3% MoM sa in November driven by stronger external demand and recovering business sentiment recovery. Thai Manufacturing Production Index (MPI) and Capacity
Utilization rebounded in November. Production capacity utilization has yet to reach pre-pandemic level but utilization rates in several key industries have exceeded pre-pandemic levels, especially automobile,
pharmaceuticals, IC & semiconductors, electrical appliances and furniture. Production in some industries are approaching their pre-pandemic levels, including HDD, medicals, machinery and rubber & plastics. The
impressive outlook for exports could encourage business investment this year.

Source: UNSTAT, NESDC, OIE, Krungsri Research
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Source: Krungsri Research

The new wave of COVID-19 outbreak in Thailand dominated by Omicron is estimated to reduce overall economic growth by 0.6 ppt under our base case. On a positive note, we expect government stimulus measures
and export gains (from weaker baht) to add 0.35 ppt and 0.1 ppt to our GDP growth forecast, respectively. The initial impact on Thai GDP growth would be a net -0.15 ppt. However, since government recently pledged
to utilize parts of funds worth over THB200bn under the Borrowing Bill to alleviate the impact from the coronavirus, implying there could be additional stimulus programs such as cash transfer for state welfare card
holders and others. Hence, we are awaiting the clarity of new stimulus package in the coming period before adjusting our 3.7% GDP growth forecast for 2022.

Overall economic growth: Omicron impact may be cushioned by gains from stimulus
measures and exports

Stimulus measures Details/Total Spending
Impact on 

GDP Growth

'Shop Dee Mee Khuen’ or 
shop & payback scheme

(Jan-Feb’22)

Estimated to generate THB40bn 
domestic spending

+0.1%

Phase 4 of 'Khon La 
Khrueng' co-payment 

subsidy scheme 
(Starting in Feb’22)

Expect subsidy of THB1,500 per person 
for 28 mn people (expect total subsidy 

to reach THB40bn)

Estimated to generate THB80bn total 
domestic spending

+0.2%

Phase 4 of 'We Travel 
Together' tourism subsidy 

program 
(Jan-Apr’22)

Government subsidy worth THB13bn

Estimated to generate THB27bn total 
domestic spending

+0.05%

Positive impact from stimulus measures +0.35%

29

2022 Thai GDP Growth Forecast

%

Net 
impact

GDP 
forecast

Omicron
Impact

Stimulus 
packages

Exports
(Gains from 

weaker baht)



Source: MOC, BOT, National Statistical Office of Thailand (NSO), Krungsri Research
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Inflation likely to rise faster than expected but would be capped by weak wage growth

Consumer Price Index: Major categories

J F M A M J J A S O N D J F M A M J J A S O N D

Headline CPI 100.00%

Food & beverages 40.56%

Apparel & footwears 2.18%

Housing & furnishing 22.66%

Medical & personal care 5.61%

Transportation & communication 23.23%

 Recreation & education 4.38%

Tobacco & alcoholic beverages 1.39%

Raw food 20.70%

Energy 13.03%

Core CPI 66.27%

* Green > 0%, Red < 0% / Darker green (red) indicates stronger (weaker) momentum
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Inflation

Energy Government measures

Diesel 
Cap retail price of diesel oil at 30 baht per liter
(December 1, 2021 – March 31, 2022)

LPG
Freeze price of cooking LPG at 318 baht/tank (15 Kg)
(until March 31, 2022)

NGV
Cap price of NGV at 15.59 THB/Kg, and 13.62 THB/Kg for TAXI 
transport (until March 15, 2022)

Measures to cap energy prices

In December, headline inflation dropped to 2.17% YoY from 2.71% in November, following the policy to cap domestic diesel price. But, raw food prices rose because of higher pork prices. Core inflation (excluding
raw food and energy prices) was stable at 0.29%. For full-year 2021, headline and core inflation averaged 1.23% and 0.23%, compared to -0.85% and 0.29% in 2020, respectively. Looking ahead, inflationary pressure
is likely to rise more than expected, particularly in the first half of this year, driven by rising energy prices and the AFS outbreak at pig farms which have pushed up prices of pork and related and substitute products.
However, inflationary pressure would be capped by Thailand’s policy to freeze prices for several types of energy and some key necessities, as well as weak wage growth.

Nominal wage growth (% YoY, 12-month rolling average)

Lowest Highest

Note: Sectoral code: TRADE = Wholesale and retail trade, MANU = Manufacturing, ACCO = Accommodation and food service activities, 

CONS = Construction, TRANS = Transportation and HEALTH = Human health
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Downside risks to growth and transitory inflation suggest MPC would hold policy rate in
2022

Krungsri Research’s view

MPC votes unanimously to leave policy rate unchanged
 At the last meeting on 22 December 2021, the BOT’s Monetary Policy Committee (MPC) voted unanimously to keep policy rate at a record low of 0.50% to support overall economic growth.

We expect MPC to maintain policy rate at least until end-2022 to support a still-fragile economic recovery

 Despite a gradual economic recovery and rising inflation in Thailand, coupled with more aggressive monetary policy normalization by major central banks, particularly the US FOMC, Krungsri
Research expects Thai MPC to maintain policy rate at a record low of 0.50% in 2022 premised on the following:
 First, the MPC’s focus is to support economic growth rather than curb inflationary pressure, as mentioned in its statement. The BOT believes the recent rise in inflation is temporary and

projects inflation would fall to around 1% by late 2022, close to the lower-end of its inflation target range.
 Second, the BOT only expects Thai GDP to return to pre-pandemic level in early-2023. And, recent outbreaks have increased downside risk to economic growth.
 Third, Thailand’s external stability remains relatively sound compared to many emerging markets, which would help to cushion the impact of US policy unwinding on capital outflows. This

should allow the BOT to maintain policy rate to support economic recovery.

Previous Latest Previous Latest

GDP growth YoY (%) 0.7 0.9 3.9 3.4

Private Consumption Expenditure YoY (%) 0.0 0.4 5.7 5.6

Government Consumption Expenditure YoY (%) 3.3 2.1 -0.5 -0.3

Private Investment YoY (%) 4.2 4.0 6.7 5.4

Public Investment YoY (%) 8.0 5.5 6.4 3.6

Nominal Exports in USD (f.o.b.) YoY (%) 16.5 18.0 3.7 3.5

Nominal Imports in USD (f.o.b.) YoY (%) 23.8 22.3 4.8 4.8

Current Account Balance USD, bn -15.3 -10.0 1.0 1.5

Tourist Arrivals persons, mn 0.15 0.28 6.0 5.6

Headline Inflation YoY (%) 1.0 1.2 1.4 1.7

Core Inflation YoY (%) 0.2 0.2 0.3 0.4

2022F
BOT Forecasts

2021F

Source: MPC, Krungsri Research

Source: BOT (December 2021)
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