» @ STANDARD & POOR’S
a RATINGS SERVICES

McGRAW HILL FINANCIAL

RatingsDirect’

Thailand's Policy Improvements Remain Distant
While Credit Support Continues To Slide

Primary Credit Analysts:
YeeFarn Phua, Singapore (65) 6239-6341; yeefarn.phua@standardandpoors.com
KimEng Tan, Singapore (65) 6239-6350; kimeng.tan@standardandpoors.com

Media Contact:
Emi Nakata, Singapore (65) 6216-1193; emi.nakata@standardandpoors.com

SI NGAPORE (St andard & Poor's) Cct. 29, 2015--Covernnent policy decisions with
long-terminplications for Thailand' s econom c devel opnent are unlikely at

[ east until mid-2017, said Standard & Poor's Ratings Services in report
publ i shed today.

The report, titled "Thailand' s Sovereign Credit Support Continues A G adua
Slide As Policy Inprovenments Renmain Distant,"” said the gradual erosion of
credit support for the sovereign, which has becone obvious in the past two to
three years, is likely to continue at least until the return of an el ected
gover nnent .

"Wthout a stable elected government, policy decisions inportant to Thailand's
econom ¢ and soci al devel opnent have been unaddressed," said Standard & Poor's
credit analyst Yee Farn Phua. "Several neasures could Iift the country's
econoni ¢ potential and reduce the growi ng inconme disparity, including the

i ntroduction of the land and buildings tax that could ease the governnent's
budget constraints and address inconme inequality."”

Education reforns could al so better match the Thai workforce's skills to

i ndustrial and business activities that will generate higher-skilled jobs in
the econony. It could also inprove inconme prospects for the country's

| ower -i ncone househol ds.

In our view, only a stable governnment that is able to focus on a longer-term
hori zon can reverse sone of the damage to Thail and sovereign credit netrics in
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recent years, in addition to addressing structural concerns. Support for
sovereign creditworthiness had been strong until Thailand' s political split
broke out into the open in 2006. Since then, the political uncertainties have
eroded key credit indicators gradually.

The delay in restoring an el ected governnent is a result of the slow progress
inrewiting the Kingdom s constitution. In early Septenber, the forner

Nati onal Reform Council rejected a draft proposed by the previous Constitution
Drafting Committee that coul d have paved the way to the return of an el ected
gover nnent .

The coup government subsequently set up another Constitution Drafting
Conmittee to try again. A deputy prime mnister suggested that it would take
20 nmonths to conplete the task and for new elections to be held. Thailand is
therefore unlikely to have a denocratic government until at |east the middle
of 2017.

The inmpact of the political situation, in conbination with a weaker gl oba
economni ¢ environment, on the Thai econony has becone obvious in the past three
to four years. The gl obal sl owdown appears to have affected Thailand nore than
others in the region.

"Despite weaker support for the sovereign ratings fromthe econom c, fiscal
and external assessments, we don't believe these conditions have been nmateri al
enough for us to expect a rating downgrade over the next year or two. However,
longer-termstability in the sovereign ratings on Thailand will need an

i nprovenent in policy settings,” M. Phua said.

That is unlikely to happen wi thout a governnent that is confident of serving
out its termand thus can afford to focus beyond the i nmedi ate future. G ven
the current devel opments, an el ected government is unlikely to take office at
| east for the next one and a half years.

The report is available to subscribers of RatingsDi rect at

www. gl obal creditportal.comand at www. spcapitalig.com If you are not a

Rati ngsDi rect subscriber, you may purchase a copy of the report by calling (1)
212-438-7280 or sending an e-mail to research_request @t andar dandpoors. com
Ratings infornation can also be found on Standard & Poor's public Wb site by
using the Ratings search box |located in the left colum at

www. st andar dandpoors. com Menbers of the nmedia may request a copy of this
report by contacting the nmedia representative provided.
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