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Executive Summary

The announcement of a framework for a trade agreement between Thailand and the U.S. on October 26
might be considered “good news” by many parties. However, Thailand had to make substantial
concessions to the U.S. in exchange for a reciprocal tariff of 19%, which is higher than the Effective Tariff
Rate (ETR) previously imposed on Thailand, averaging only 0.7%. Meanwhile, Thailand remains subject to
product-specific tariffs under Section 232 at the same rate as most countries and risks facing strict
enforcement of a transshipment tariff in the future.

One of the key concessions Thailand had to make was eliminating tariffs on U.S. goods, covering 99% of all
products. We estimate that such a concession could lead to a significant increase in Thailand’s imports
from the U.S., further exacerbating the existing influx of Chinese goods and resulting in a “Twin Influx.”

Furthermore, even if the U.S. Supreme Court were to invalidate the reciprocal tariffs, the U.S. could still
use other legal instruments to impose tariffs at levels comparable to current rates.

Regardless of whether “the price Thailand has to pay” is ultimately worth it, we cannot deny that the Thai
economy is currently facing growing risks. Thus, Thailand needs to swiftly reduce its reliance on the U.S.
market, seek new trade partners, and expand cooperation with existing partners simultaneously. This is to
allow Thailand to regain more autonomy in conducting proactive trade policies. It is also necessary to
prepare support measures for Thai businesses in advance in a “prudent, comprehensive, and rigorous”
manner. These changes will enable Thai businesses and the export sector to grow strongly and sustainably
under a “Volatile, Uncertain, Complex, and Ambiguous” (VUCA) world.

Supasyn Itthiphatwong

Economist

Supasyn.itthiphatwong@krungsri.com < .
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After Donald Trump began his second term at the beginning of this year, the U.S. announced that it would
impose tariffs on various countries, which can be classified into two main groups: 1) Reciprocal tariffs,
imposed on almost all products at the same rate, and 2) Section 232 tariffs under the Trade Expansion Act
of 1962, imposed on certain products, including autos and parts, steel and aluminum, copper, lumber and
timber, and trucks. Meanwhile, many countries have reached a framework for a trade agreement with
the U.S. to reduce such tariffs in exchange for increased imports and market access for U.S. goods,
reduced tariff and non-tariff barriers, and expanded investment in the U.S.

Reciprocal Tariffs

Even though reciprocal tariffs might be ruled invalid, the U.S. can still use other legal instruments
to impose tariffs at levels close to current rates.

Although the U.S. has significantly reduced reciprocal tariff rates from those originally announced on
April 2, 2025, these rates remain substantially higher compared to the Effective Tariff Rates (ETR) the
U.S. previously imposed on various countries at very low levels (Table 1). Specifically, the U.S. now
imposes a reciprocal tariff on Thailand at 19%, down from the 36% announced on April 2. While this rate is
close to those of other ASEAN nations such as Indonesia, the Philippines, Malaysia, and Cambodia, it
remains higher than those for certain countries, including South Korea, Japan, the EU, and Singapore.
Moreover, it far exceeds the ETR previously imposed on Thailand, which averaged only 0.7%.

The imposition of the reciprocal tariffs is carried out under the International Emergency Economic Powers
Act (IEEPA), which is currently facing legal challenges in court. On August 29, the U.S. Court of Appeals for
the Federal Circuit affirmed the ruling of the Court of International Trade (CIT), stating that the
reciprocal tariffs constituted an overreach of authority. However, reciprocal tariffs remain in effect for
now. The Supreme Court of the U.S. (SCOTUS) granted a fast-track review, hearing arguments on
November 5, 2025. It is expected that the Supreme Court will issue a ruling as early as the end of 2025 or
early 2026 (Krungsri Research, 2025a, 2025b; Rodriguez, 2025).

If the Supreme Court upholds the rulings of the appellate and lower courts, the U.S. would no longer be
able to impose the reciprocal tariffs. However, the Trump administration could still utilize other legal
instruments to impose additional tariffs at levels close to current rates, including 1) Section 122 of the
Trade Act of 1974, which authorizes the imposition of tariffs of up to 15% for no more than 150 days, 2)
Section 338 of the Tariff Act of 1930, which authorizes the imposition of tariffs of up to 50% on countries
that discriminate against U.S. commerce, and 3) an expansion of Section 232 under the Trade Expansion
Act, which could cover a wider range of products (Gottlieb, 2025; Krungsri Research, 2025a).
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Table 1
Effective Tariff Rates and Reciprocal Tariffs (%)

Reciprocal Tariffs

. . o
(including fentanyl-related tariffs) Effective Tariff Rates (ETR)

Country
As of Announced on After Trump’s second Before Trump’s
November 24, 2025 April 2,2025 presidency second presidency

India 50 26 35.9 2.8
China 20 54 38.7 13.9
Taiwan 20 32 25.1 1.1
Vietnam 20 46 22.5 3.5
Cambodia 19 49 24.9 5.6
Malaysia 19 24 15.1 0.8
Philippines 19 17 19 1.4
Thailand 19 36 21 0.7
Indonesia 19 32 22 3.7
EU 15 20 131 1.5
Japan 15 24 15.6 1.6
South Korea 15 25 20.9 =0
Singapore 10 10 5.3 =0

Source: Dezenski et al. (2025), The White House (2025a-2025n), and World Bank (2025); compiled and calculated by Krungsri Research
Note: * ETR is calculated based on reciprocal tariffs, fentanyl-related tariffs, product-specific tariffs under Section 232, Section 301 tariffs
(in the case of China), as well as MFN (Most-Favored Nation) tariffs as of November 24, 2025.

Product-specific Tariffs under Section 232

Thailand continues to face Section 232 tariffs at the same rates as most countries, despite reaching
a framework for a trade agreement with the U.S.

Section 232 tariffs are imposed on the grounds of national security and require an investigation prior to
enforcement. As of November 24, 2025, goods currently subject to such tariffs include autos and parts,
steel and aluminum, copper, lumber and timber, as well as medium and heavy trucks (Table 2). At the
same time, the enforcement of tariffs on pharmaceuticals has been postponed and will target only
branded or patented drugs. Furthermore, pharmaceuticals may qualify for future exemptions from
reciprocal tariffs, as outlined in the annex of Executive Order 14346 (Potential Tariff Adjustments for
Aligned Partners: PTAAP) (The White House, 2025m).

Although certain goods are currently exempt from reciprocal tariffs, they may face Section 232 tariffs in
the future. The U.S. plans to expand the scope of such tariffs to other goods, particularly semiconductors.
Trump has threatened to raise tariffs on semiconductors to as high as 100%, with exceptions for the EU
and Japan due to their existing trade agreements (which cap tariffs at a maximum of 15%). However,
regarding Thailand and other ASEAN nations, which preliminarily agreed to a framework for a trade
agreement on October 26, 2025, there has been no reduction in Section 232 tariffs in the same manner
as the EU and Japan (The White House, 2025h—2025j).

Trade War 2.0:
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Table 2
Status and Enforcement of U.S. Section 232 Tariffs

Product Status Tariff Rate (%)
Autos and parts Effective April 3 and May 3 25%
Steel and aluminum Effective June 4 50%
Copper Effective August 1 50%

Originally set to be imposed in October,

Pharmaceuticals
now suspended

100% on branded and patented drug

10-25%; will be increased to 10-50%,

Lumber and timber Effective October 14 starting January 1, 2026
Medium and heavy trucks Effective November 1 25%
Semiconductors Started April 1 100% (threatened)
Critical minerals Starting April 22 TBD
Commercial aircraft and jet engines Starting May 1 TBD

Source: Dezenski et al. (2025), U.S. DOC (2025a-2025c), and The White House (2025a-2025e); compiled by Krungsri Research

Trade Agreement Framework with the US.

Thailand had to make substantial concessions to the U.S. in exchange for the reciprocal tariff of
19%.

Trump’s implementation of tariff policies aligns with the analysis by Krungsri Research from early 2025
(Itthiphatwong, 2025), according to which Trump continues to use tariffs as a bargaining “threat” to
secure favorable trade agreements rather than actually imposing high tariffs as previously announced,
as they might “not be worth the cost” to the U.S. In particular, U.S. exports could contract at a double-
digit level if such high tariffs were imposed. Given this circumstance, many countries have agreed to a
framework for a trade agreement with the U.S. to reduce tariffs under several key exchanges (Table 3).

Although Thailand’s reciprocal tariff has been significantly reduced from 36% to 19% under various trade-
offs, Thailand faces growing risks in several areas compared with the pre-Trump’s second-term period,
including 1) direct impacts from U.S. tariffs, 2) a Twin Influx, 3) an expansion of Section 232 tariffs, and 4)
potential transshipment tariffs of 40%, which will be discussed in the following sections.
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Table 3

Key Exchanges under Trade Agreement Frameworks between the U.S. and its partners

Exchanges between China and the U.S.

China

U.s.

Maintain a reduction of tariff on U.S. goods at 10% for
another 1 year

Reduce fentanyl-related tariffs by 10% for 1 year

Delay export controls on rare earths for 1 year

Delay export controls on key goods to China for 1 year

Delay other retaliatory measures for 1 year

Extend Section 301 tariff exclusions for another 1 year

Resume soybean imports from the U.S., totaling 25 mn tons
per year for the next 3 years

Delay retaliatory actions under the Section 301 investigation
of China’s maritime, logistics, and shipbuilding sectors for 1
year

Delay port fee hikes

Delay port fee hikes

Exchanges between

the EU and the U.S.

EU

U.s.

Reduce import tariffs on U.S. goods to 0% for most items,
except sensitive products such as Agriculture, Food and
Beverages

Set a maximum tariff ceiling (including MFN tariffs) at no
more than 15%, except for some goods still under
negotiation, such as steel, aluminum, and copper

Expand investment in the U.S. by an additional USD 600 bn

May extend exemptions on the reciprocal tariff for goods
listed in PTAAP, in whole or in part

Import energy worth USD 750 bn by 2028

Increase imports of Al chips by at least USD 40 bn

Exchanges between Thailand and the U.S.

Thailand

U.s.

Exempt tariffs on U.S. goods covering 99% of all products

Reduce the reciprocal tariff from 36% to 19%.

Import animal feed (corn, soybean meal, and DDGS*) worth
USD 2.6 bn per year, energy products worth USD 5.4 bn per
year, and aircraft worth USD 18.8 bn

May extend exemptions on the reciprocal tariff for goods
listed in PTAAP, in whole or in part

Expedite access for U.S. Food Safety and Inspection Service-
certified (FSIS) meat and poultry products

Accept U.S. FDA certificates and prior marketing
authorizations for medical devices and pharmaceuticals

Accept U.S. vehicles manufactured to comply with U.S.
federal motor vehicle safety and emissions standards

Source: Cash et al. (2025), European Commission (2025), Soon (2025), and The White House (2025f, 2025i-2025m); compiled by Krungsri Research

Note: * DDGS stands for Distillers Dried Grains with Solubles
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Even with the reciprocal tariff reduced to 19%, it continues to threaten Thailand’s exports, and the

impact could worsen if the country fails to accelerate market diversification.

According to our estimation using the GTAP model, the reduction of the reciprocal tariff from 36% to 19%

would mitigate long-term export losses by sevenfold, from THB -163.3 bn to just THB -23.2 bn.
Furthermore, if Thailand reduces its reliance on the U.S. market through market diversification, export
losses would be even less severe. However, even with successful market diversification, several Thai

goods may still experience negative impacts from the reciprocal tariff. Specifically, exports of Electronics

and Electrical Equipment could decline by -2.8% from the baseline, Metals and Non-metals by -2.5%, and
Rubber and Plastics by -3.4%. In 2024, these three groups made up a significant share of Thailand’s total

exports, totaling 42.3% (Table 4)

In addition, in the worst-case scenario where Thai businesses fail to diversify into other markets, the

negative impact on exports could become more severe in the long run. For example, export losses could

worsen from the baseline of -2.8% to -6.1% for Electronics and Electrical Equipment, from -2.5% to -6% for
Metals and Non-metals, and from -3.4% to -6.3% for Rubber and Plastics.

Table 4

Long-term Impacts of U.S. Tariffs on Thai Exports

Long-term Impacts on Thai Exports

(% deviation from baseline)

% Share of Thai Total

Product .
With Market Without Market Exports in 2024
Diversification Diversification
Rubber and Plastics -3.4 -6.3 7.0
EIectronlcs_and Electrical 28 6.1 25.7
Equipment
Metals and Non-metals -2.5 -6 9.6
Textiles, Leather and Footwear -2.3 -5.3 2.8
Wood, Paper, Printing, and 23 5.2 6.2

Furniture

Source: GTAP model (Aguiar et al., 2019), and World Bank (2025); calculated by Krungsri Research
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Exempting 99% of U.S. goods from Thai import tariffs could substantially increase imports from the
U.S., aggravating the existing influx of Chinese goods, and in turn resulting in a “Twin Influx.”

Although the U.S. has reduced the reciprocal tariff from 36% to 19%, the key trade-off is that Thailand has
to grant tariff exemptions (i.e., a 0% tariff) on U.S. goods, which is expected to cover 99% of all products.

We expect this trade-off could cause U.S. imports to surge by as much as 30% in the long term, resulting
in what we call a “Twin Influx.” This phenomenon refers to a situation in which Thailand faces a
simultaneous surge of both U.S. and Chinese goods, with the latter having been flooding the Thai market
since the first U.S.-China trade war.

With the Twin Influx, Agriculture, as well as Motor Vehicles and Transport Equipment, are at higher risk.
In the long term, imports of such goods from the U.S. could surge by up to 137.3% and 80.6% compared to
the baseline, respectively. At the same time, Thailand continues to face a surge of Chinese goods in these
sectors, with imports from China in 2024 increasing by 61.7% and 125.1%, respectively, compared to pre-
COVID levels in 2019 (Figure 1).

Figure 1

Thailand’s Risks from the Twin Influx

— 157.3

Food and Beverages
18.1

[ 137.3

Agriculture
61.7

Motor Vehicles and Transport s 80.6
Equipment 125.1

[ 542
17.8

. 46.2
Rubber and Plastics F 56.0

0 50 100 150 200

Textiles, Leather and Footwear

H Projected Long-term Imports from the U.S. (% deviation from baseline)

Imports from China in 2024 (% change from 2019)

Source: GTAP model (Aguiar et al., 2019); calculated by Krungsri Research

The Twin Influx could be a “double-edged sword.” On the one hand, it may benefit consumers through
greater product variety and lower prices due to increased competition, particularly for Chinese products,
which gain advantages from economies of scale. In addition, some producers could purchase raw materials
from the U.S. and China at lower costs. On the other hand, this phenomenon could intensify competition
for domestic producers of the same products, especially small and medium-sized enterprises (SMEs), and
may have knock-on effects on employment in other sectors within the supply chain.

Trade War 2.0:
Lingering Risks on the Horizon
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Even Section 232 tariffs alone can significantly affect Thai exports, at a level not much lower than
the combined effect of both types of U.S. tariffs.

As previously mentioned, the U.S. has begun implementing Section 232 tariffs on several goods (Table 2).
A key product group currently under investigation, which could significantly impact both the global and

Thai economies, is semiconductors. This also includes semiconductor manufacturing machinery and
electronic devices using semiconductors (U.S. DOC, 2025c). In 2024, Thai exports of these goods to the

U.S. accounted for 36.7% of Thailand’s total global exports of these goods.

If the U.S. imposes a 100% tariff on semiconductors for all countries (with the rate capped at 15% for the

EU and Japan), the long-term negative impact on Thai exports would increase fivefold (Case 2 in Table 5)

compared with the current tariff scenario (which includes reciprocal tariffs and product-specific tariffs, or
Case 1in Table 5). However, if Thailand fails to sufficiently reduce its reliance on the U.S. market through
export diversification, the impact could intensify by up to 27 times (Case 3 in Table 5). Furthermore, if the

U.S. Supreme Court rules to invalidate the reciprocal tariffs'/, the impact on Thailand from Section 232

tariffs alone (including semiconductors) would be no less significant than in other scenarios. Specifically,

in the worst-case scenario where Thailand cannot sufficiently diversify markets (Case 4 in Table 5), the
impact on Thai exports would intensify 24 times compared with the current tariff scenario.

Table 5

Long-term Impacts of U.S. Tariffs on Thai Exports

oo Pedbrocl Sl Semimorn el e EsportLossest (THB b
1 v v x v -23.2
2 v v v v -112.6
3 v v v x -614.9
a4 x v v x -547.9

Source: GTAP model (Aguiar et al., 2019); calculated by Krungsri Research

Notes * The reciprocal tariff rates used in the model are based on those specified in Table 1

** The Section 232 tariffs in the model include autos and parts, steel and aluminum, copper, lumber and timber, and

medium and heavy trucks. The tariff rates are based on those specified in Table 2.

*** excluding price effects

1/ As of November 24, 2025, the dispute over the legality of the reciprocal tariffs is currently under
consideration by the U.S. Supreme Court, with a ruling expected between late 2025 and early 2026.

Trade War 2.0:
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If Thailand is subjected to strict enforcement of transshipment tariffs, the impact on its exports
could become even more severe, particularly for Electronics and Electrical Equipment, as well as
Motor Vehicles and Transport Equipment.

Under Executive Order 14326 (The White House, 2025h), the U.S. has set 40% transshipment tariffs on
goods deemed to circumvent tariffs, or “transshipped goods.” These tariffs serve as a tool to close
loopholes in cases where China reroutes its exports to the U.S. via third countries, particularly ASEAN
nations (trade rerouting). If the U.S. strictly enforces the transshipment tariff on Thailand, the impact on
Thai exports could become even more severe?.

According to Krungsri Research (2025c), the correlation between imports from China and exports to the
U.S. by ASEAN countries increased following the first China-U.S. trade war, which began around 2018.
During that period, China’s exports to the U.S. declined as a result of U.S. tariffs, prompting China to
diversify its exports to other countries, particularly ASEAN. The higher correlation observed may partly
reflect China’s strategy of rerouting its exports through ASEAN to avoid direct U.S. tariffs (Figure 2).

Figure 2

Correlation between Imports from China and Exports to the U.S.

0.95
0.89 0.89
0.80 0.79 0.81
0.74
0.65 0.67
0.58
0.40
0.20
Cambodia Vietnam Thailand Malaysia Philippines Indonesia
2015-2017 2018-2025 (first five months)

Source: Krungsri Research (2025c)

2/ Compared with the scenario where only reciprocal tariffs and Section 232 tariffs are imposed,
which represents the current situation (As-is).

Trade War 2.0:
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Although Thailand and several ASEAN countries preliminarily agreed to a framework for a trade agreement
with the U.S. on October 26, 2025, there are still no clear details (as of November 24, 2025) regarding the
criteria for determining which goods qualify as transshipped goods. These include requirements such as
the share of ASEAN inputs used in production (Regional Value Content: RVC), the proportion of Chinese
inputs used in production, or the share of domestic content (Local Content).

Considering only domestic content, or the share of domestic value added in total exports in 2019 (Table 6),
and applying a 60% threshold, Electronics and Electrical Equipment, as well as Motor Vehicles and
Transport Equipment, Thailand’s main export goods, are at high risk of negative impacts. This is
consistent with imports of these goods from China in 2024, which increased by 66.7% and 125.1%
compared with 2019, in contrast to the slowdown in GDP or domestic value added.

Table 6
Transshipment Tariff Risks on Key Goods (Thailand)

Share of Domestic Value . 5 Imports from China in
Product Added in Total Exports Ex ngt;ei:fzggf‘:ty) (el u;rlc:('):s’z((]fgc)hange 2024 (% change from
in 2019 P o 2019)
Electronlcs.and Electrical 53.6 25.7 11.2 66.7
Equipment
Motor Vehicles and 51.4 14.0 -1.1 125.1
Transport Equipment
Food and Beverages 80.9 12.9 12.8 18.1
Metals and Non-metals 55.5 9.6 3 68.3
Chemicals and 67.2 8.7 10.8 62.0
Pharmaceuticals
Machinery and Equipment 49.7 7.2 -5.1 55.3
Rubber and Plastics 68 7.0 -2.8 56.0
Wood, Paper,.Prmtlng, and 63.8 6.2 159 62.8
Furniture
Textiles, Leather and 73.4 28 234 17.8
Footwear
Agriculture 87.2 2.5 12 61.7

Source: NESDC (2024), OECD (2023), and World Bank (2025); compiled by Krungsri Research
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The announcement of the trade agreement framework between Thailand and the U.S. on October
26, 2025, may be considered “good news” by many parties. However, a closer examination reveals
several points that require careful consideration.

First, Thailand still faces the reciprocal tariff of 19%, far exceeding the previous Effective Tariff
Rate (ETR) of just 0.7%. Thailand also remains subject to Section 232 tariffs of 10%-50%, unlike the
EU and Japan, whose trade agreement frameworks cap tariffs for various products at 15%. In
addition, the U.S. reciprocal tariff rate applied to Thailand is broadly in line with those imposed on
other countries in the region. Moreover, Thailand still risks facing stricter enforcement of the
transshipment tariff going forward. As a result, the 19% reciprocal tariff may not substantially
mitigate the negative impacts on the competitiveness of Thai exports.

Second, the U.S. tariff exemption that covers 99% of all products could lead to a surge in
Thailand’s imports from the U.S., further exacerbating the existing influx of Chinese goods and
leading to the “Twin Influx”. Such a situation will intensify competition in the domestic market and
may, in turn, affect labor markets in some sectors. If Thailand can secure additional exclusions for
sensitive products under the trade agreement framework, it could help mitigate the negative
impact, as reflected in the case of the EU. The EU reduced tariffs on U.S. goods to 0% for almost all
goods but kept tariffs on sensitive products, such as Agriculture and Food and Beverages, mostly
unchanged on average. In addition, the EU has imposed quotas on some U.S. products that are
eligible for the 0% tariff.

Third, non-tariff commitments such as increasing imports of U.S. animal feed by USD 2.6 bn per
year (41 times higher than Thailand’s animal feed imports from the U.S. in 2024 and roughly 1.3
times Thailand’s total imports), expanding imports of energy products and aircraft, accepting FDA
certification for medical devices and pharmaceuticals, and accelerating access for FSIS-certified
meat and poultry could limit Thailand’s flexibility in implementing its trade policies and affect
producers’ ability to adjust in response to price changes. They may also create long-term
obligations for future Thai governments, regardless of whether the reciprocal tariffs are eventually
invalidated.

Fourth, even under an optimistic scenario where the U.S. expands the list of Thai products
exempted from the reciprocal tariff to fully cover those specified in the PTAAP (adding to the
current exemptions), the coverage would still account for just 15.2% of Thailand’s exports of
sensitive goods to the U.S. in 2024. These goods include Agriculture, Food and Beverages, and
Rubber and Plastics. Therefore, the average tariff rate imposed by the U.S. on Thailand’s sensitive
goods would likely remain largely unchanged.

Overall, regardless of whether the “price Thailand has to pay” is ultimately worth it, the reality is
that the Thai economy is facing growing risks from U.S. tariffs and other obligations under the
trade agreement framework. These could affect businesses, employment, and the country’s
competitiveness. Going forward, Thailand needs to reduce its reliance on the U.S. market, seek
new trading partners, and expand cooperation with existing ones simultaneously so that Thailand
can regain more autonomy in conducting proactive trade policies, instead of being forced into
defensive responses to pressures from major powers. This approach is neither easy nor new, but it
is necessary as long as U.S. trade policy remains highly uncertain, major economies continue to
move toward economic decoupling, and Thailand still faces structural challenges and economic
vulnerabilities.
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In addition, Thailand should prepare measures for Thai businesses in advance in a “prudent,
comprehensive, and rigorous” manner, especially for small and medium-sized enterprises (SMEs),
which are particularly vulnerable. These measures could include reducing or waiving certain
government fees, providing low-interest loans, and expanding subsidy programs to help businesses
improve their productivity. Thailand should also subsidize firms to diversify their supply chains and
avoid over-reliance on any single source of inputs, thereby reducing the risk of future trade conflicts
similar to those currently affecting Chinese products. Furthermore, subsidizing and encouraging
businesses to adopt new technologies will be crucial for ensuring that Thai businesses and the Thai
export sector can grow in a strong and sustainable manner, ready to navigate an increasingly
“volatile, uncertain, complex, and ambiguous” (VUCA) world.
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