Yuthasak Kanasawat
Executive Director of Investment Strategy and Policy
Thailand Board of Investment (BOI)

Greater Mekong Investment Policy Forum
Government Palace

Sisowath Quay, Wat Phnom, Phnom Penh, Cambodia
28-29 March 2012



Outline

Investment-related reforms in the past and
planned in the future

Strengths and weaknesses of the business
environment

What are the key opportunities and priorities
ahead?

Role of international collaboration and regional
platforms






Thailand Boardof Investment

Thai government agency under the Ministry of Industry

VISION:

Your Partner for Sustainable Investment




Basic BOI Privileges and Measures

Tax Incentives

O Import duty reductions or 0
exemptions on machinery and raw
materials 0

O Corporate income tax holidays up
to 8 years

0 Additional 50% reductions of 0
corporate income tax for 5 years

O Double deduction of public utility
costs

O Deductions for infrastructure
construction/installation costs

Non-Tax Incentives

Land ownership rights for
foreign investors

Permission to bring in
foreign experts and
technicians

Work permit & visa
facilitation
O One-Stop-Shop: Visas &
Work Permits are issued
in 3 hours




Zone 1(6 provinces)

Zone 2 (12 provinces)

Zone 3 (58 provinces) —
Investment Promotion
Zone

(1) 36 provinces

(2) 22 provinces

Zone: 1 2 3

Incentives: Lower ===p Higher



Start promoting private investment in 1954

Streamline investment promotion process with transparent
guideline on incentives in 1958

Establish investment promotion agency in 1966

Liberalize foreign investment in export production in 1985
Deregulate investment with free entry in manufacturing
sector without consideration whether domestic demand
more than existing production capacity or not in 1991.
Liberalize foreign investment in manufacturing sector in
regional area in 1993.

Liberalize foreign investment in manufacturing sector in
2000.



= Investment promotion reform planned:
= Focus more on high value-added activities

= Reduce incentives to low value-added and labor
intensive activities to compensate for reduction in
government tax revenue from corporate tax
reduction

= Strengthen promotion of outward foreign
Investment
= Furtherinvestment liberalization in services sector
according to commitment on ASEAN Economic
Community






= Strong macroeconomic fundamentals

= Good infrastructure

= Low cost and good quality of living for
expatriates

= Strategic location at the center of ASEAN

= Competitive corporate income tax rate of 23%
at present and will reduced to 20% from Jan 1,
2013



Thailand is 12" most attractive
FDI destination in the world

Figure 1.19. Top host economies for FDI in 20711-2013
(Number of times the country is mentioned as a
top FDI priority by respondent TNCs)
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Source: UNCTAD World Investment Prospects Survey 2011 - 2013



JBIC’s Survey in 2010 on
Promising Countries for Overseas Business in Medium-term






World Bank’s Ease of Doing Business 2012

# 17 out of 183 countries around the world / # 2 in South East Asia
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Source: World Bank & IFC Study: Doing Business in

Evaluation Criteria

Starting a business

Dealing with construction
permit

Registering property
Access to credit
Protecting investors

Paying taxes

Trading across borders

Enforcing contract
Resolving insolvency

Getting Electricity



Details on Worldbank’s Ease of Doing Business

Thailand has very high ranking on getting electricity, construction permit & investor
protection, but low on tax payment, start a business, & getting credit




= Thailand’s strengths:
= affordable housing cost & office cost
= availability of low cost labor
= infrastructure

= personal security
= Thailand’s weaknesses:

= unstable government and political system
= corruption.






GDP in the 4™ Quarter drastically change from forecasted 5% (annual rate) to -9% because of the flood,

which makes GDP growth rate of Thailand at very low rate of 0.1% in 2011
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Manufacturing Production Index (MPI) plummeted as much as -34.4% in the Q4 because of flood in
Thailand. It recovered to -15.2% in Jan 2012.
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Economic Projections 2010 2011 | 2012e

1) GDP (%) 0.1 5.5-6.5
2) Export, FOB value (%) -14.0 28.5 17.2 17.2
3) Import, CIF value (%) -25.2 36.8 24.9

4) Manufacturing Production 7.2 14.4 9.3

Index (%)
5) Headline Inflation -0.9 3.3 2.9 3.5-4
6) Core Inflation 0.3 1.0 1.7 2.2

Source: NESDB. & Bank of Thailand as of Jan 2012
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= Short term : industrial rehabilitation from
flood damages.
= Long term:

= Sustainable development through science,
technology, innovation, human resources,
environment protection, etc.

= Qutward foreign investment



a) Tax exemption on machinery and equipment to
replace those damaged by flood.

b) Normal investment promotion package to new
projects

c) Special investment promotion package to BOI-
promoted companies directly affected by the
great flood that are still enjoying their tax
holidays



Integrated water management
system with single command will be
implemented, including construction
and upgrade of many reservoirs,
flood ways or water diverting
channels, preventive dikes, etc.



Support construction of flood
prevention system by industrial estates

Industrial estates that invest in flood prevention systems will be offered 8-year tax
holidays with the corporate income tax exemption ceiling of 200% of their
investment excluding land cost and working capital.



= Asia has very high growth potential and will be
very large market.

= Business opportunities through Thailand’s existing
competitiveness as center of many strategic
industries/services: food, automotive,

petrochemical, HDD, white goods, tire, tourism,
medical services, etc






Enhance international competitiveness
= integrated production bases

= economies of scale

Create overseas investment opportunities
Reduce costs of doing business

Increase regional attractiveness as
investment location

Promote rural development at border area to
serve as economic gateways connecting with
neighboring countries.



THANK YOU



