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Following weak operations in 2020, hoteliers will continue to see depressed conditions through 2021. The first shoots of

recovery will start to break through from the end of this year and throughout 2022 and 2023, but it could take at least 4 years
for foreign tourist arrivals to return to pre-COVID level. Against this backdrop, domestic tourism will recover faster, partly

thanks to ongoing policy efforts by the government to stimulate demand. By the latter half of 2021, the worldwide rollout of
vaccination programs will start to translate into an uptick in foreign tourist arrivals, helped by a recovering global economy

and long-term growth potential in the Thai tourism industry. However, in the post-pandemic environment, players in the
tourism and hotel industries will need to move rapidly to overhaul their operations onto a more sustainable footing by
accelerating the adoption of modern technology, placing greater emphasis on public health and hygiene, and developing their

understanding of varied and diverse consumer needs and using this knowledge to offer customized travel experiences.

4 Overview

The hotel business (which here includes hotels, resorts and
guesthouses) is directly connected to and an important part
of the wider tourism sector. In terms of its contribution to
the economy, in 2019, accommodation and food service
activities together accounted for 6.1% of Thai gross domestic
product (GDP), bringing in THB1.03trn.

The sector has a central role in the overall economy because
Thailand is one of the world’s most popular tourist
destinations. This is partly because the nation offers world-
class tourist attractions throughout the country. Bangkok is a
major and perennially popular tourist attraction, a fact
underlined by the tourism awards that the city consistently
winsY. There are also famous seaside and beach destinations
in the South and East, and a range of eco-tourism travel
options in the North. In addition, the country benefits from
competitive pricing for accommodation and low cost of
living, which offers better value-for-money than many
other countries. Beyond this, the travel industry benefits
from the country’s extensive, comprehensive
transportation network, national infrastructure that is
constantly being upgraded, and the increasing number of
low-cost carriers serving the local market. These factors
helped to give Thailand an edge over its competitors. Indeed,
the 2019 Travel and Tourism Competitiveness Index,
compiled by the World Economic Forum places Thailand in
31st place out of 140 countries surveyed (up from 34th in
2017) and 3rd in Southeast Asia, after only Singapore and
Malaysia (Figure 1).

1/ For example, the 2019 ‘Favorite Leisure City in the World’ award, presented at the
2019 Business Traveller China Awards Ceremony and Travel & Leisure Magazine’s
‘World’s Best Award’, which Bangkok won in 2008, 2010, 2011, 2012 and 2013.

Figure 1: Travel & Tourism Competitiveness Index (2019)
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Table 1: Travel & Tourism Competitiveness Ranking
by Category
. Natural  Tourist Service Air Transport Price
Countries .
Resources Infrastructure Infrastructure Competitiveness
Thailand 10 14 22 25
Malaysia 37 57 25 5
Vietnam 35 106 50 22
Hong Kong 42 66 6 127
Singapore 120 36 7 102

Source: WEF (The Travel & Tourism Competitiveness Report 2019) , Krungsri Research
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Within the Travel and Tourism rankings, relative to other
countries in the Asia-Pacific region, Thailand scores
particularly highly with regard to the quality of its natural
resources (Table 1).

The travel industry generates considerable receipts.
Foreign tourists are the most important group; they
contribute around 65% of the sector’s revenue (2019 data),
spend more per head, and stay for longer in tourist
accommodation than domestic tourists. The largest tourist
market comprise those from East Asia (China, Japan, South
Korea, Hong Kong and Taiwan), who contribute 41% of total
receipts from foreign arrivals (Figure 2) and account for 42%
of total foreign arrivals (Figure 3). This is followed by Europe
which generates 24% of foreign tourist receipts. The ASEAN
zone is the second most important region in terms of
number of foreign tourist arrivals (27% of total visitors).

The most important tourist markets for Thai tourism
are China, Malaysia, India and Russia.

China: With 11 million Chinese tourists visiting Thailand in
2019 (27.6% of total foreign arrivals), China is Thailand’s
most important market by a large margin. But this
dominance is a recent development following explosive
growth since 2007, when the Chinese market expanded
more than 10-fold (Table 2). This growth was broad-based
within the country with almost equal number of Chinese
visitors at all of Thailand’s major tourist destinations (Figure
4). A combination of several ‘push’ factors has encouraged
more Chinese visitors to visit Thailand, including the
following: (i) China’s government has relaxed regulations on
outbound tourism that had previously been restricted for
Chinese citizens. Currently, Chinese tourists can visit up to
198 countries (source: Passport Index 2021)%. (ii) The rapid
growth of the China’s economy has caused an equally rapid
expansion of the Chinese middle-class population from 80
million in 2002 to 700 million in 2020 (source: Statista), and
these individuals have greater ability and desire to travel
abroad. (iii) The rising number of low-cost carriers as well as
direct flights between Thailand and China. In addition, land
links between the two countries have improved, especially
the R3A (Thai-Laos-South China) connection.
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Figure 2: Share of Receipts from
Foreign Tourist Arrivals in Thailand
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Figure 3: Share of Foreign Tourist Arrivals in Thailand
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Table 2: Top 10 Foreign Tourist Arrivals in Thailand

(Persons)

2/ In November 1983, the Chinese government first allowed Chinese citizens to travel
to Hong Kong and Macau in order to visit family members. The process of travel
liberalization was accelerated by China’s entry to the WTO in 2001, and the
requirement that China operate under WTO regulations regarding tourism. The
result of this has then been to increase the number of Chinese tourists traveling
abroad (Bank of Thailand, June 2014).

Rank Country 2009 % share* 2019 % share*
1 China 777,508 5.49 10,994,721  27.63
2 Malaysia 1,757,813 12.42 4,166,868 10.47
3 India 614,566 434 1,995,516 5.01
4 South Korea 618,227 437 1,887,853 474
5 Laos 655,034 4.63 1,845,375 464
6 Japan 1,004,453 7.10 1,806,340 454
7 Russia 336,965 2.38 1,483,453 3.73
8 USA 627,074 443 1,167,845 293
9 Singapore 563,575 398 1,056,836 2.66
10  Vietnam 363,029 257 1,047,629 2.63

Source: MOTS, Krungsri Research
Note: * % share of Thailand’s international tourist arrivals
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Several ‘pull’ factors have also supported the market,
including: (i) Thai government policies to promote tourism,

Thailand Industry Outlook 2021-23

Figure 4: Foreign Arrivals at Accommodation (2019)
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Malaysia is also a major source of tourist receipts. In 2019, USA 7.8% Others Russia Sl 43.3%
revenue from Malaysian tourists reached THB110bn 37.2%
compared to THB140bn from all CLMV tourists combined. Shine Shine

Indeed, Malaysia was Thailand’s most important tourist
market until 2012 when Chinese tourists started to
dominate (Figure 5). With growth averaging 9.7% annually

Source: MOTS, Krungsri Research

Hotel Industry

between 2010 and 2019, it remains in extremely good
health helped by strong cross-border Thai-Malaysian trade.

Malaysian tourists typically enter the country through the Figure 5: Foreign Tourist Arrivals in Thailand

Sadao crossing (main entry point) or Betong and

Sungaikolok. The launch of the Kuala Lumpur-Chiang Mai air Persons, m Malaysia india Persons, m
route also lifted the number of Malaysian arrivals. . eeese Russia China (RH) .
India: With a 5.0% share in 2019, India is Thailand’s 3rd 5 10
biggest market. This segment is growing strongly; between 4 8
2015 and 2019, the market registered double-digit growth 3 6

every year and generated an average of THB60bn receipts
annually. Growth has been supported by several factors. (i) 2
India’s economy has been performing well, and with this
the middle class is expanding; India’s National Council of
Applied Economic Research (NCAER) estimates that in 2016,
267 million Indians were middle-class and this would
explode to 547 million by 2025-2026. (ii) Growth in this
tourist market, especially tourists arriving from smaller
Indian cities, has been helped by the rising number of
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Source: MOTS, Krungsri Research

routes by low-cost airlines flying between Thailand and second-tier Indian cities such as Ahmedabad, Kochi and Dehradun. In
2019, an extra 3,000 direct flights linked Thailand to major and minor Indian cities. (iii) Indian tourists (especially richer ones)
have a preference for holding marriage ceremonies in Thailand, attracted by the cheaper accommodation and overall lower
costs compared to India and other countries. (iv) With a flight time of only 4-5 hours from cities such as New Delhi, Mumbai,
Chennai and Bangalore, travel to Thailand is relatively convenient. (v) For Indian tourists visiting Thailand, it takes only about
2 hours to apply for a visa on arrival, while the application process for a Thai visa in India is complicated and takes longer
(logistic cost, verification procedures).

Russia: This market accounted for 3.7% of all foreign arrivals in 2019, making it the most important component of the
European market. Thanks to several positive factors, the Russian market also has potential to continue to grow. (i) There is an
increasing number of direct and charter flights between Russia and Thailand. (ii) Unrest in the Middle East is encouraging
Russian tourists to switch from previously popular destinations such as Turkey and Egypt, to Thailand. This was especially the
case between 2010 and 2013, when Russian arrivals jumped by an average of 46.1% per year, compared to annual growth of
22.5% between 2006 and 2009. (iii) The Thai government has been promoting Thailand as a tourist destination to Russians
through TAT roadshows in Russia and signed reciprocal agreement with Russia to allow visa-free travel for tourism between
the two countries for periods of up to 30 days, with effect from April 2007.
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In domestic tourism, from 2010 to 2019, the number of trips grew by an average of 6% per year. Growth has been
supported by: (i) ongoing efforts to encourage tourism, including the introduction of tax refunds for qualifying domestic
tourism expenditure and the private sector promoting inbound tourism through annual travel fairs; (ii) expansion of low-cost
airline services and the upgrade and development of provincial airports; and (iii) easier access to tourist sites for independent
travelers, thanks to improvements in the transportation network, especially the road system.

However, because domestic tourists spend less per head and make shorter stays, domestic tourism accounts for only 35% of
total tourism sector revenue (2019 data). Nevertheless, Thai tourists remain a major source of receipts for hotel operators
and the general tourism sector. In addition to the major tourist areas of Bangkok, Chonburi (for Pattaya) and Phuket,
domestic tourists are also important to the tourism and hotel industries in secondary tourist centers such as Chiang Mai,
Prachuap Khiri Khan (for Hua Hin), Rayong, and Kanchanaburi, in regional centers such as Nakhon Ratchasima, Phitsanulok
and Khon Kaen, and in other provinces including Buriram, Chiang Rai, Tak, Phetchabun, Nakhon Sawan, Sukhothai, Lampang,
Mae Hong Son and Nan.

Looking at the supply side, the growth of the tourism sector Figure 6: Number of Rooms by Region

has continued to feed into more hotels and room supply.

Foreign tourists tend to be concentrated in Bangkok, which ‘000 rooms Sourthern Northeastern Eastern
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2019, or average annual growth of 6.5% (Figure 6) driven by Source: Real Estate Information Center (REIC), MOTS, Krungeri Research

both Thai and international hotel chains (Figure 7). Note: (% share)

Figure 7: Chain of Some Selected Large Hotels in Thailand
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For hotel operators, their main source of revenue is room
charges which account for 65-70% of total hotel revenue.
Another 25% is generated from the sale of food and drinks,
though the percentage varies with the type of hotel (four-
and five-star hotels will typically derive a greater portion of
revenue from food and drinks). Revenue from other
sources, such as providing washing and ironing services and
collecting rents from shops operating in hotel premises,
usually contribute additional 5-10%.

4 Situation

Between 2001 and 2007, Thailand’s international and
domestic tourism sectors grew by 7.4% and 6.2% annually,
respectively. But at the same time, continued investment in
hotels and the resulting incremental supply kept occupancy
rate at an average of 60.7% (Figure 8). Following this, from
2008 to 2014, average growth of the international tourism
and domestic segments ran to 8.5% and 7.5% per year. But
despite this, occupancy rate tumbled to an average of
56.8% as supply continued to grow, both hotel rooms
(which increased by an average of 8.0% per year between
2008 and 2014, compared to +6.5% in 2001-2007) and the
rising number of condominiums and apartments that offer
daily rental. This has been pushing up competition in the
sector.

From 2015 to 2019, international and domestic tourism
continued to grow and lifted the national occupancy rate
to an average of 68.8%, which is considered satisfactory by
hoteliers*. In 2019, foreign arrivals increased by 4.6%,
adding to the 7.3% rise in 2018 (Table 3), taking arrivals to
a historical high of 39.9 million. This had lifted occupancy
rate to 71.4%, another record for Thailand. During this
period, the tourism sector benefited from: (i) more direct
and charter flights to Thailand, and the expansion of
services offered by low-cost airlines; and (ii) official support
for the tourism sector, e.g., waiving fees for VOAs for
arrivals from 21 countries¥. However, in 2019, the
domestic tourism segment remained flat, and like in 2018,
the population made 166 million domestic trips in the
year. The muted growth can be explained by an increasing
number of Thai outbound tourists, which recorded a new
high of 10.4 million (up 4.8% from 2018) because of the
strong baht and efforts by some governments (e.g., in Japan
and Vietnam) to attract Thai tourists.

3/ Interviews with hoteliers and an evaluation of data by the Bank of Thailand
indicates that an occupancy rate of 65-70% is considered satisfactory by
operators.

4/ The waiving of fees for visas on arrival ran from 15 November 2018 to 31 October
2019 and applied to tourists from the following countries: Andorra, Bulgaria,
Bhutan, China, Cyprus, Ethiopia, Fiji, India, Kazakhstan, Latvia, Lithuania, Malta,
Mauritius, Papua New Guinea, Romania, San Marino, Saudi Arabia, Taiwan,
Ukraine and Uzbekistan.
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Figure 8: Occupancy Rate
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Table 3: Foreign Tourist Arrivals in Thailand by Region

(persons)

Region 2018 % YoY 2019 % YoY 2020 % YoY
ASEAN 10,191,391 93 10,751,957 55 1,652,593 .84.6
Malaysia 4,020,526 15,1 4,272,584 6.3 619,451 _g55
cLmv 4,009,792 49 4,191,299 45 733,858 .g2.5
East Asia 15,779,465 g6 16,639,093 54 2,086,815 .g7.5
China 10,535,241 7.4 10,997,169 4.4 1,249,910 g8
Japan 1,656,101 7.2 1,806,383 g1 320,331 .23
Korea 1,796,426 51 1,890,959 53 260,228 _86.2
Europe 6,760,331 38 6,711,816 .0.7 2,078,979 .g9.0
France 749,556 1.3 745318 06 236,527 683
Germany 886,523 43 852,432 338 230,598 .72.9
Russia 1,472,789 9.4 1,483,334 0.7 587,167 .60.4
UK 986,854 0.8 992,486 0.6 221,392 .77.7
The Americas 1,599,223 37 1,630,784 20 318,426 .g0.5
USA 1,122,270 62 1,165,856 3.9 211,075 -81.9
South Asia 1,984,829 119 2,397,234 0.8 321,753 .86.6
India 1,598,346 129 1,995,363 248 261,778 .86.9
Oceania 921,977 .18 884,536 .4.1 139,891 .g4.2
Australia 801,203 .20 767,162 4.2 123,598 839
Middle East 739,498 6.4 702,523 50 79,674 _gg.7
Africa 201,480 7.6 198,308 .16 24,265 .g7.8
Total 38,178,194 7.3 39,916,251 4.6 6,702,396 -83.2

Source: MOTS, Krungsri Research

Table 4 : Foreign Tourism Receipts in Thailand

(THB, m)

Region 2018 % YoY 2019 % YoY 9M20 % YoY
ASEAN 311,975 43 323,781 3.8 48,467 -79.3
Malaysia 103,499 8.5 106,729 3.1 15,087 -80.1
cLmv 134,700 5.7 140,205 4.1 23,344 -82.2
East Asia 745,444 2.8 789,148 5.9 92,763  -84.8
China 518,912 -0.3 543,707 4.8 57,200 -86.6
Japan 80,618 20.9 89,808 11.4 14,829 -77.5
South Korea 71,240 5.7 74,367 4.4 10,285 -81.5
Europe 472,994 2.0 461,479 -2.4 139,469 -57.1
France 45,886 0.8 44,524 -3.0 13,866 -59.3
Germany 55,054 3.4 52,320 -5.0 13,098 -65.3
Russia 105,032 2.3 103,784 -1.2 38,874 -41.4
UK 74,488 0.7 74,164 -0.4 17,498 -65.6
The Americas 115,377 5.7 115,932 0.5 20,641 -74.8
USA 80,504 8.3 83,276 3.4 13,623 -76.9
South Asia 88,752 211 107,990 217 12,984 -83.1
India 67,767 23.8 86,372 275 10,139 -83.7
Oceania 67,865 -8.2 63,910 -5.8 9,897 -79.6
Australia 59,841 9.0 56,228 6.0 8,830 -79.4
Middle East 59,302 -18.5 57,094 -3.7 6,136 -85.8
Africa 14,428 1.5 14,034 2.7 1,656  -83.4
Total 1,876,137 2.5 1,933,368 3.1 332,013 -76.8

Source: MOTS, Krungsri Research
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But following this period of sustained growth, in 2020,
hotel and tourism industries worldwide suddenly had to
endure the unprecedented and immediate disruption by
the COVID-19 pandemic. To keep the pandemic under
control, governments worldwide imposed strict lockdowns
that severely restricted international travel. Global travel
crashed by a record-breaking rate of 74% from 2019 level
(Figure 9). The hardest-hit were the Asia-Pacific region
(-84%), with severe drops in arrivals in Singapore (-85.1%),
Thailand (-83.2%), South Korea (-85.6%) and Japan (almost
-90%).

Currently, the global COVID-19 situation remains critical and
many countries (including Thailand) have experienced fresh
outbreaks. The number of new cases continues to rise
steadily (Figure 10) and experts predict foreign tourist
arrivals in Thailand will only recover to pre-pandemic level
in 2024. This forecast is based on: (i) uncertainty over the
rollout of vaccination programs and efficacy of the different
vaccines; (ii) the World Health Organization’s (WHO)
estimate that herd immunity will require 65-70% of the
population to be vaccinated, and despite the
commencement of vaccination programs in many countries,
it will require large investment in time and money to
achieve this; and (iii) the prediction by the University of
California that tourist confidence in international travel will
only recover 3-6 months after the pandemic is over. Beyond
this, international travel remains a luxury and given the
pressure on consumer spending power over the past year,
demand will recover slowly and it will be uneven.

In Thailand, 2020 was a torrid year for the hotel and tourism
industries. It was dominated by extremely depressed
conditions, mirroring conditions worldwide. Hence,
contribution from hotel accommodation and food services
to GDP slumped 38.3% to THB635bn. Details of selected
indicators are given below.

e In 2020, foreign arrivals reached only 6.7 million,
tumbling 83.2% YoY. This was the direct consequence of
worldwide lockdowns and  cross-border travel
restrictions. In Thailand, the government declared a
state of emergency on 25 March and following this, Thai
airspace was shut between 3 April and 30 September.
Over this period, there were no tourist arrivals at all
(Figure 11). The situation began to improve slightly in
October, when Thailand started to allow tourists into the
country under the Special Tourist Visa (STVs). The
requirements include 14-day quarantine on arrival,
health checks before and after travel, and proof of
sufficient health insurance coverage (Figure 12). As a
result of this, 10,822 tourists came to Thailand in Q4,
and although this is only a fraction of the number under
normal conditions, it was significantly above the
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Figure 9: International Tourist Arrivals Worldwide
by Region (2020)
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Figure 10: New COVID-19 Cases Worldwide
and International Travel Restrictions
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Note: International travel control implies: 0 - no restrictions; 1 - screening
arrivals; 2 - quarantine arrivals from some or all regions; 3 - ban arrivals
from some regions; 4 - ban on all regions or total border closure

Figure 11: Foreign Tourists in Thailand (Monthly)
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government’s target of 3,600 arrivals (1,200 per month for each of the last 3 months of the year). Nevertheless, for the
year as a whole, arrivals from all the main markets tumbled, including from China (-88.6%), India (-86.9%), South Korea
(-86.2%) and Malaysia (-85.5%) (Figure 13).

Receipts within the sector has naturally collapsed with the steep drop in arrivals. In 9M20, tourism receipts crashed
76.8% YoY to THB332bn. This drop was seen across the industry, with strong declines recorded from major markets of
China (-86.6% YoY), India (-83.7%), South Korea (-81.5%), the United Kingdom (-65.6%) and Russia (-41.4%) (Table 4).

Figure 12: Special Tourist Visa for Long-Stay Visitors Figure 13: International Tourist Arrivals
(1 October 2020 - 30 September 2021) (2020)
. Share Top 10
Requirements o H Proposals P
ol
East Europe -613% 2020

e Payment receipts from hotels (during e To help Thailand’s tourism industry 77.7%
quarantine)/accommodation booking which has been affected by the 31.1% UK | 2019
after quarantine. COVID-19 pandemic. 0.4% -68.3%

e Agree to comply with measures set 1 2%0 24.7% France .
by MoPH, Thailand. 2:1% —— South Korea -86.2%

4.8% India -86.9%

31.0% a2l

A 4.7% Japan 823%
H Optional quarantine for % Visa period & Cost Laos 79.5%
LT visitors : . 60.4%
East Asia ASEAN Russia 60,4%

e 14-day state quarantine. e This visa permits the visitor stay in . . -85.5%

e Alternative state quarantine (ASQ)/ Thailand for 90 days. It can be Europe ¥ The Americas Malaysia .
Alternative local state quarantine renewed twice for up to 90 days B South Asia Oceania China -88.6% YoV
(ALSQ) . each, maximum of 270 days. = Middle East B Africa

e Hospital Quarantine e The STV will cost THB2,000 Persons, m 0 3 6 9 12

Sources: Tourism Authority of Thailand (TAT), The Government Public Relation Department (PRD) Source: MOTS, Krungsri Research
At the same time, Thais made 90.5 million domestic Figure 14: Thai Tourists (2020)
trips (-47.6% YoY). During April and May last vyear, (% YoY)
domestic tourism almost came to a halt because of the
national lockdown. The economy slipped into a sharp -4.0
. . -24.2
recession, unemployment rose, and spending power it 340 351 344
flatlined. Domestic tourism started to return to life in
June, and between then and December, total domestic ass 2
trips fell by an average of 41.4% (Figure 14), aided by 66.9
easing lockdown measures and continuous efforts by the 74.6
government to breathe life back into the sector, notably 991 964

through the ‘We Travel Together’ program which will

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec
run from 1 July 2020 to 30 April 2021.

Source: MOTS, Krungsri Research
For full-year 2020, revenue from domestic tourism
slumped 55.4% to THB482bn (Table 5). The 3 major
tourist attractions — Bangkok, Chonburi and Phuket —
accounted for 38% (THB160bn) of domestic tourism
revenue in 2020.
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® At the end of 2019 (latest available data), the national Table 5: Receipts from Thai Tourists
market had 784,000 hotel rooms, up 5.1% from 2018 Receipts from Thai Tourists (mn Baht)
(Figure 15). Supply was strongest in the South, which AreafLocation 2019 2020 % Yov
with 226,000 rooms (up 6.7%) was home to 29% of all Bangkok 384,605 133,761 65.2
hotel rooms in Thailand. Another 20% of hotel rooms Chonburi 55,499 27,989 496
were in Bangkok with 160,000 rooms (up 4.6%). Phuket 49,726 20,937 -57.9
Chiang Mai 67,231 42,474 -36.8
e With these declines in visitor numbers, the national Krabi 38,381 13,607 645
average occupancy rate naturally plummeted. It slid Song Khla 31,501 17424 -447
from 71.4% in 2019 to 29.5% in 2020, and touched a Rayong 32,004 1,757  -63.3
historic low of just 2.3% in April (Figure 16). Average Prachuap Khiri Khan 28,602 16,135 3.6
room rate also fell 34.9%. These two trends combined Petchaburi 26,375 13,549 486
had reduced average room rate from THB1,229 in 2019 Kanchanaburi 25,600 14,775 423
to only THB331 in 2020 (-73.1%) (Figure 17). This had a Nakhon Ratchasima 23,907 12,435 -48.0
direct impact on industry revenues. Chiang Rai 22,474 13,968 -37.8
Khon Kaen 17,788 8,638 -51.4
Suratthani 17,040 7,450 -56.3
Nationwide 1,081,759 482,468 -55.4
Source: MOTS, Krungsri Research
Figure 15: Number of Rooms Figure 16: Occupancy Rate (%) Figure 17: Average Daily Rate,
Occupancy Rate & RevPAR
‘000 rooms %
Rooms e=@m== Growth (RHS) e 90 THB/room %
1,000 25 o 2,400 80
go0 182 . 23 Jag 784 20 ;g 2,000 70
600 [, 15 50 1,600 ADR \ *0
40 1,200 50
400 42 10 4,
8 N 800 40
200 04 s ig 400 30
0 e 0 0 0 20

2015 2016 2017 2018 2019 2015 2016 2017 2018 2019 2020

Source: BOT, Krungsri Research

Source: MOTS, Krungsri Research Source: BOT, Krungsri Research Note: RevPAR = OCC x ADR
® Given the above, the operating performance of major Figure 18: Performance of Selected Hotel Operators Listed
hoteliers worsened dramatically in 2020. For the five on the SET
hoteliers listed on the stock exchange (Figure 18), Net Profit Margin
overall net profit grew 6.9% in 2019, but contracted by %
42.9% YoY in 9M20, though the decline varied with the 20
degree of diversification. Some operators were able to
generate more revenues from alternative sources (e.g., 0
food services, distribution of fashion goods), which 20 CENTEL
helped Central Plaza Hotel (CENTEL) and Minor 3 VINT
International (MINT) to weather the worst disruption 40 .,
last year. . LRH
-60
ERW
-80

2015 2016 2017 2018 2019 9M20

CENTEL = Central Plaza Hotel Pcl. ERW = The Erawan Group Pcl.
MINT = Minor International Pcl. DTC = Dusit Thani Pcl.
LRH = Laguna Resorts & Hotels Pcl.

Source: SET, Krungsri Research
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o Hoteliers have responded to this very different situation by overhauling their operations. For example, they had slashed
room rates, change the range of services they offer, switched focus to domestic tourists, cut overheads, and sought
alternative sources of revenue in related areas. Many hotels also offered “Work From Hotel’ programs to ride on the work-
from-home policy, and joined mobile food delivery apps to improve utilization of their in-house food services (though this
has been largely restricted to four- and four-star hotels). They also offered (sometimes in cooperation with hospitals and
other healthcare providers) Alternative State Quarantine (ASQ) services in the Bangkok Metropolitan Region and
Alternative Local State Quarantine (ALSQ) services in 10 provinces — Phuket, Suratthani (Koh Samui), Chonburi (Pattaya),
Prachinburi, Buriram, Mukdahan, Chiang Mai, Phang-nga, Chiang Rai and Nakhon Nayok (correct as of 14 February 2021).
ASQ and ALSQ services are available to foreign tourists arriving in Thailand who need to meet the 14 days quarantine
requirement. However, while some hoteliers have been able to adapt to these changing circumstances, a large number of
smaller and mid-size players have not been so lucky, and many have been forced to shutter their operations.

4 Outlook

Hoteliers will continue to face a severely depressed market in 2021 but the industry will start to recover in 2022 and 2023,
though it could take at least 4 years for tourist arrivals to return to pre-COVID level of 38-40 million. Domestic tourism
should recover more rapidly partly thanks to ongoing government stimulus measures, but the slow recovery in tourist
numbers and large operators’ ongoing investment plans (albeit they might be delayed) will weigh on occupancy rates, which
are expected to average 40% in 2021, 50-53% in 2022, and 60-63% in 2023.

Figure 19: International Tourist Arrivals Figure 20: GDP growth (%)
persons, m Number =0 %YoY (RH) %Yoy 2020E ~ 2021F m2022F
60 200 11.5
Q.
50 150 8.1
J O 5.5 42 52 6.0 56 68
40 s 100 :
: 23 3039 31,
30 50
20 0
.0 B 35 37 3.6

10 50 : o1

- -100 8.0

2017 2018 2019 2020E 2021F 2022F 2023F World ~ ASEAN-5  China India Russia Japan
Source: MOTS, Krungsri Research Source: International Monetary Fund (IMF)

e Foreign tourists: Arrivals should increase steadily with the expansion of the STV scheme and Thailand possibly signing
quarantine-free travel bubble programs with several countries (Box 1). By the second half of 2021, the accelerating
vaccination programs worldwide will also help to boost foreign arrivals. Krungsri Research forecasts only 4.0 million
foreign tourists arriving in Thailand in 2021, but this will rise to 11.4 million in 2022 and to 26.4 million in 2023
(compared to 40 million in 2019) (Figure 19). This is supported by the following factors:

1) Recovering global economy: The International Monetary Fund (IMF) projects global GDP would grow by 5.5% in 2021
and by 4.2% in 2022 (Figure 20). In the case of Thailand, the IMF projects strong growth in Thailand’s main tourist
markets of China (+8.1% in 2021 and +5.6% in 2022), India (+11.5% and +6.8%), and Russia (+3.0% and +3.9%).

2) Vaccination passport: Thailand might ease travel restrictions with the use of vaccination passports to allow
quarantine-free travel for foreign arrivals who have been vaccinated. In mid-January, the Seychelles became the first
country to accept vaccination passports. In addition, Thailand has been praised by the WHO for its handling of the
COVID-19 crisis, and countless hotels across the country have been awarded the Amazing Thailand Safety and Health
Administration (SHA) certification, confirming their adherence to recognized public health standards.
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3) Long-term growth potential of the Thai tourism sector: Krungsri Research analyzed the preferences of travelers from
48 countries and concluded that Thailand remains a favored destination for tourists from many countries. Indeed,
Thailand was ranked among the top 10 destinations for travelers from almost all countries surveyed (Box 2), with
Indian, Russian and Cambodian travelers placing Thailand in 2nd place. Chinese and Malaysian tourists placed
Thailand in 8th place. This supports the potential for Thailand’s tourism sector to meet consumer demand in the post-

COVID world.

Box 1: Travel Bubbles

Travel Bubble Potential

! 0.2%

. China d Australia
\
\ (/ 0.7%

\ Singapore

V\

S
Sl Cambodia
India o

=0 5%

Bangladesh =

[
Tourist arrivals |tzerland @
France Ytk
53.2%/ thppm Kong | 185%
0, Zo=
58.7% Ng;r:;r;?‘r;ds ltm Denm@ o
Receipts Spam 4 7.1%/
Korea I.’ % 36.8%
UAE b
J ’
Malaysia L 100%
Indonesia Canada Japan !
1,202,604 162,755 22,026 2,981 403 55 7 1

New cases in the last 21 days

Note: A size of bubble denotes the number of tourist arrivals in 2019
Source: CEIC, WHO, Krungsri Research

% New cases compared to it peak

Travel bubbles involve bi-lateral
agreements between governments to
allow quarantine-free travel between
participating countries. Thailand might
initially form travel bubbles with countries
which  have successfully contained
domestic COVID-19 transmission, and
which were once Thailand’s major source
of inbound tourism. This might include
China, Singapore, Vietnam and Australia.
However, if it does decide to go down this
road, the government will remain vigilant
and might partner with insurers and issue
policy directives to detect and contain
risks of a new outbreak.

Krungsri Research believes Thailand would enter into travel bubble agreements this year (2021). Initially, these would likely
to be limited to designated geographical areas where arrivals can be easily screened, such as Phuket and Suratthani (for Koh
Samui), and where the local economies are heavily reliant on foreign arrivals. Although the travel bubbles are unlikely to
prompt a huge increase in arrivals initially, they would at least prepare the sector to return to growth in the future.
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Box 2: Tourist Priorities by Nationality

The International Tourists'

Rank 1 Rank 2 Rank 3 Perception Toward Thailand
Low High
China Safety & Security ICTReadiness Cultural Res. & Business Travel —_——
Malaysia Price Compt’ness. Natural Resources Health & Hygiene [
India Price Compt’ness. Natural Resources Prioritization of T&T [
Korea Tourist Service Infrastructure ICTReadiness Tourist Service Infrastructure [
Laos Business Environment Price Compt’ness. Int’l. Openness [
Japan Cultural Res. & Business Travel Price Compt’ness. Safety & Security [
Russia Price Compt’ness. Natural Resources Cultural Res. & Business Travel [y
USA Price Compt’ness. Natural Resources Cultural Res. & Business Travel [y
Singapore Health & Hygiene Natural Resources Price Compt’ness. [
Vietnam | Cultural Res. & Business Travel Health & Hygiene Environ. Sustainability [
Hong Kong Safety & Security Cultural Res. & Business Travel ICTReadiness [
UK Price Compt’ness. Natural Resources Tourist Service Infrastructure [
Cambodia | Tourist Service Infrastructure Price Compt’ness. Health & Hygiene [
Germany Natural Resources Tourist Service Infrastructure Price Compt’ness. [
Taiwan Safety & Security Tourist Service Infrastructure Health & Hygiene |
Australia Price Compt’ness. Natural Resources Tourist Service Infrastructure |
France Price Compt’ness. Natural Resources Cultural Res. & Business Travel |
Indonesia Price Compt’ness. Health & Hygiene ICT Readiness [
Philippines| Tourist Service Infrastructure Price Compt’ness. Safety & Security [
Myanmar Int’l. Openness Tourist Service Infrastructure Business Environment [
Low High
[ Natural and cultural resources [[] safety, security, health and hygiene [] Tourism infrastructure
[ Tourism promotion [ Price [] other infrastructures
Source: CEIC, OECD, WEF, Krungsri Research estimates
@ Domestic tourists: Throughout 2021, the tourism and hotel Figure 21: Thai Inbound Tourists
industries will be heavily reliant on domestic tourism. '
However, given that many countries still have restrictions mn. trips Trips  =O== Growth (%) (RH) % YoY
on foreign arrivals, this could encourage Thai tourists to 250 40
travel more within Thailand. Krungsri Research estimates
that Thai tourists will make 110 million domestic trips this 200 O'Q-O 20
year, 125 million in 2022, and 145 million in 2023 (Figure
21). This would be supported by the following. 150 0
1) Government measures to stimulate the tourism 100 -20
sector: These are expected to continue. They include: 50 20
(i) the ‘We Travel Together’ program which is likely to
be extended at least to the end of 2021. In addition to 0 60
fostering tourism activity and broader economic 2017 2018 2019 2020P 2021F 2022F 2023F
growth, it has helped players in the hotel, tourism and
related industries to stay afloat; (ii) additional holidays Source: MOTS, Krungsri Research

to encourage the public to travel more within the

country; and (iii) tax refund for qualifying travel-related expenditure. While foreign tourists are largely unable to enter
Thailand, these and other similar programs will remain extremely important for players in the tourism and hotel
industries.

2) Low oil prices: This will encourage domestic tourists to travel by private vehicles. This will remain important as long as
vaccinations in Thailand remain slow and the COVID-19 situation remains uncertain, which would discourage tourists
from traveling on public transport.

3) Infrastructure development: The buildout and upgrade of national infrastructure will help to support stronger
domestic tourism. They include upgrades and extensions to airports in the provinces, extension of air networks across

the country, as well as the development of the rail and motorway systems which should encourage more visits to
secondary provinces.
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@ Overall outlook for hotel business: Slow growth of new Figure 22: Construction Permits for New Hotels
hotel room supply nationwide. This is reflected in the o
number of applications for construction permit 000 sq.m. BKK & vicinity N"": = Central
. . . BmE EN W
submitted in the first 11 months of 2020 (strong 3,500 ast ortheast et
. . . South
indicator of supply growth 1-2 years out), which fell 3,000

65.2% YoY to 1.11 million sq.m. (Figure 22). 35% of these

applications were for hotels in the south of the country, 2500 e

making it the fastest expanding geographical segment, 2,000 -
followed by the east (32% of new applications). By 1500 . - | Ces o vov
province, investors in new hotels are most interested in 1,000 - =
Chonburi, where new applications reached 280,000 500 | -
sg.m. of hotel space (up 18.6% YoY) (Figure 23). This 0 !

sharp increase in future local supply is partly attributed 2015 2016 2017 2018 2019 11M20

to the development of the Eastern Economic Corridor

(EEC) and antidpated increase in demand fOf tourism Note: The data includes only new construction permits for hotels (hotels, guest

and bUSineSS traVeL houses and dormitories) and excludes renovations and extensions. From May 12,
2005, serviced apartments have had to apply for a hotel construction permit.

Source: REIC, Krungsri Research

Large operators are investing mostly in mid-range (i.e.,

three- and four-star establishments) and budget hotels Figure 23: Construction Permits for New Hotels by Area
in regional centers, tourist areas and border regions that ‘000 sq.m. 2017 m2018 2019 m11M20
are linked economically to neighboring countries. These 1,600

include new supply under the Hop Inn chain (run by 1,400

Erawan Group), Fortune D chain (operated by CP Land), 1,200

and the COSI chain (Central Plaza Hotel). Thai and 1,000

international 5-star hotels (both under joint-ventures 800

and management-contract basis) are also investing in 600

new sites in tourist areas. And although many of these 400

may be postponed in light of the current situation (Table 200

6), the willingness to make heavy investment in current 0 I . - —
times reflect the operators’ continued confidence in the Bangkok Chonburi  Phuket Prachuap Chiang Mai
long-term potential of the Thai tourism sector. Kirikhan

Source: REIC, Krungsri Research

[ J Occupancy rate: This will remain low at about 40% in Note: In 11M20, there were no construction permits in Bangkok
2021 before improving in 2022 and 2023 (Figure 24).
However, due to the anticipated slow recovery in foreign
arrivals and worldwide efforts to boost domestic
tourism, rates will not recover to pre-pandemic level of

Table 6: Examples of Large Players Planning to Launch
New Supply Since 2020

70-80%, even in the major tourist areas. Name Location Year
Four Points by Sheraton Patong Phuket 2020

Kempinski Resort & Spa Phuket, Siray Bay Phuket 2020

Movenpick Hotel Kamala Beach Phuket Phuket 2021

Figure 24: Occupancy Rate Melia Phuket Karon Phuket 2021

% Wyndham Garden Platinum Bay Phuket Phuket 2021
80 COSI Phuket Central Foresta Phuket 2022
COSI Chiang Mai Ta pae Gate Chiang Mai 2021

70 InterContinental Yao Yai Resort Krabi 2020
60 InterContinental Yao Yai Swan Lake Resort Krabi 2021
50 Sindhorn Kempinski Hotel Bangkok Bangkok 2020
40 Dusit Central Park Bangkok 2021
Courtyard by Marriott Pattaya Pattaya 2020

30 Centara Grand Rasort & Spa Jomtien Pattaya 2022
20 Novotel Rayong Star Convention Centre Rayong 2022
2017 2018 2019 2020 2021F 2022F 2023F dusitD2 Hua Hin Hotel & Resiences Hua hin 2020

Sources: BOT, MOTS, Krungsri Research Avani Khao Lak Khao Lak 2021
Sheraton Khao Lak Khao Lak 2023

Source: Krungsri Research
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Competition will intensify within the hotel industry, coming from two separate sources. (i) Competition from other hotels
will intensify due to continuing investment in the major tourist areas and regional centers. This would come from both hotel
operators and those who will appoint a third-party hotel management team to operate the hotel (normally large players
that are part of extended commercial groups or that have their own chains). (ii) Although it is illegal under the 2004 Hotel
Act, hotels also have to face growing competition from alternative accommodation such as regular and serviced
apartments and condominiums that are rented out by the day, generally at lower rates than hotels. Given this, overall
occupancy rates will remain low, and because players will need to employ more aggressive pricing strategies to attract
guests, this will drag revenues especially for SME operators.

More positively for hoteliers, the COVID-19 crisis has hit the alternative accommodation industry as hard as it has the
hotel industry. So, while prior to 2020, Airbnb enjoyed rapid growth and was considered a genuine threat to the hotel
industry because of the low prices and wide range of choices, its star has faded as travelers place greater emphasis on health
and hygiene standards. Hence, while many Thai hotels have been awarded SHA certification, there is on similar certification
scheme within the sharing economy. In addition, hoteliers may also experience less competition from unregistered hotels
(there are many in Thailand) because these would likely have severe financial hardship in the past year. Because they are
unregistered, it would be difficult for the operators to secure financing from commercial banks, causing many to become
insolvent and go out of business. Thus, despite rising competition, the problems associated with oversupply of hotel rooms
and other accommodation facilities would be at least partially alleviated.

Krungsri Research projects the hotel industry would remain depressed in the next 2-3 years, and recover slowly thereafter,
though within the ‘new normal’ of social distancing and reduced physical interactions. Because of this, it is not sufficient for
players to simply return to how they operated previously, after the pandemic eases. To effectively meet changing consumer
needs, operators in the tourism and hotel industries need to consider moving their business onto a more sustainable
footing by making the following changes.

1) Greater adoption of modern technology would help to build consumer confidence in the sector and retain
competitiveness. In addition, modern technology can also be a means to develop the tourism value chain. The value
chains within the tourism sector are complex and involve many players from different sub-segments, including hotels,
tour agencies, transportation companies, food industry, retailers, suppliers of raw materials, and local businesses. But,
by skillfully linking these disparate groups through one or more platforms, players will be much better able to respond
to consumer needs that are increasingly varied and diverse.

2) Operators need to analyze the varied consumer needs in the market. This will put them in a better position to
respond to individual needs, whether individual’s travel plans, preferred activities or budget. To this end, players are
now able to exploit recent technological advances that make collecting and analyzing data much easier and more
efficient. And by taking advantage of these new opportunities, hoteliers will be able to customize marketing programs,
for example by conducting public relations and marketing activities that target specific age groups, or by attracting
guests who are beneficiaries of government measures to stimulate domestic tourism.

3) Operators need to pay greater attention to health and hygiene standards, which will be more important within the
tourism and hotel industries. Indeed, in the few years before the pandemic, there was already a significant uptick in
interest in personal health and wellness, as reflected in the growing trend for health and sports tourism (e.g., bicycle
tours, marathons) and the steady rise in the number of people who exercise regularly. However, in the post-COVID
world, travelers will likely show greater interest in hygiene and public-health standards when selecting travel
destinations. At the same time, to avoid enclosed and crowded spaces, outdoor activities would be increasingly popular.

Hence, operators need to work with local communities to develop the local area and to keep it safe, clean and free from
the risk of infection.
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The COVID-19 pandemic in 2020 and the mandatory closure of a large number of hotels and
other businesses in the tourism sector led to an unprecedented wave of redundancies. These depressed conditions will persist
for hoteliers in 2021. However, as the situation starts to improve, visitor numbers should slowly pick up again in 2022 and
2023. Krungsri Research believes the groundwork for this will be set in the latter half of 2021, when worldwide vaccination
programs will help to rebuild confidence among Thai and overseas travelers. The domestic tourism segment is expected to
rebound ahead of the recovery in international arrivals, thanks to government measures to boost domestic tourism. The
recovery of foreign arrivals will be delayed by similar efforts by other countries to boost domestic tourism. In this challenging
environment, large players will generally retain their ability to pursue investment and expansion plans, though these might be
delayed. But SME operators will face rising competition, and for individual operators, there will be high risk of insolvency.

@ Hotels in the major tourist areas of Bangkok, Pattaya and Phuket: The low number of foreign arrivals will keep
occupancy rates low throughout 2021. However, the situation will improve in 2022 and 2023. Operators’ revenues will
recover along with the overall recovery of the tourism sector over the next 2-3 years, but the industry will remain
relatively weak compared to the pre-COVID-19 era and average occupancy rate will hover at 50-55%.

e Hotels in regional centers and other popular tourist areas®: These hotels will experience an uneven recovery. Because
most of these establishments serve the domestic market, they will benefit from government policies to stimulate
domestic tourism. But despite this, domestic tourism is not expected to return to pre-pandemic levels within the next
three years, and hence, any rebound in revenue in this segment will be limited.

@ Hotels in other provinces: For other hotels, government efforts to support the tourism sector will be unable to prevent
a slide in revenue because travelers in these provinces are often on their way to provincial centers or other tourism
sites. Given this, occupancy rates will be lower than for either of the two groups described above.

Meanwhile, in all parts of the country, the hotel industry will face rising competition from oversupply of hotel rooms and
other types of daily accommodation. This will be worsened by the slow recovery in demand, which means it will be difficult
for operators to raise room rates, especially in tourist areas that are dependent on foreign arrivals.

5/ Chiang Mai, Chiang Rai, Phitsanulok, Kanchanaburi, Chonburi, Rayong,
Chachoengsao, Nakhon Ratchasima, Khon Kaen, Udon Thani, Ubon Ratchathani,
Phetchaburi, Prachuap Kiri khan, Songkhla, Krabi, Phang-gna and Suratthani (Koh

Samui).
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