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ECONOMICS & STRATEGY 

Thailand Chartbook: Higher 1Q26 growth, 

Middle East-driven headwinds 

19 May 2026 

• Thai real GDP growth rose to 2.8% yoy in 1Q26, reflecting 

resilience before the Middle East war. 

• Growth faces headwinds from the Gulf shock via higher 

costs, weaker private consumption, and tourism disruption. 

• Exports benefiting from the AI upcycle, robust foreign-driven 

investment, and fiscal stimulus are mitigating factors. 

• Inflation has surged on higher energy prices, and will remain 

elevated through 2026.  

• We expect the BOT to maintain an extended policy rate 

pause amid stagflationary forces. 

• THB400bn fiscal stimulus aims to provide targeted support 

amid constrained fiscal space. 

• Forecast implications: We maintain our 2026 growth 

forecast at 1.6% and monitor two-sided risks. Our 2026 

headline inflation forecast is unchanged at 2.5%, with upside 

risks. 

Across seven metrics examining oil & gas consumption and trade balances, exposure of 

energy supply chains to the Middle East, inflation risks, and reliance on tourism, we assess 

Thailand and the Philippines to be the most vulnerable to the Middle East shock. 
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GDP growth picked up again in 1Q26 to 2.8% 

yoy, but faces headwinds from Middle East 

disruptions. Fiscal stimulus aims to provide 

a cushion. We maintain our 2026 growth 

forecast of 1.6%. 

 

 
 

External demand improved in 1Q26, 

supported by goods exports, which 

continue to benefit from the global tech 

upcycle. Services exports, while returning 

to growth in 1Q, remain lagging and face 

tourism headwinds. 

 
 

Overall growth in 1Q26 was lifted by a pick-

up in domestic demand. Investment growth 

remained the key driver, surging to multi-

year highs. Private consumption expansion 

was stable, while government consumption 

improved. 

 
 

The economic growth pick-up in 1Q26 was 

driven by an uptick in the agricultural and 

industrial sectors. The services sector 

extended its growth momentum amid 

expansion across most sub-sectors. 

 

 

REAL GDP GROWTH 
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The impact of the Iran war emerged in Thai 

goods trade data in March 2026. Exports to 

the Middle East plunged, while imports 

surged due to crude oil shipments from the 

UAE in transit prior to the Gulf conflict and 

higher oil prices. 

 
 

Thailand faces an inflation shock. Producer 

price growth surged in April 2026, reaching 

the highest since October 2022, amid a 

jump in fuel prices. Consumer prices also 

picked up, playing catch-up to producer 

prices. 

 
 

Foreign tourists from the Middle East and 

Europe fell significantly in March and April 

2026. This decline was due to travel 

disruptions in the Gulf, a crucial air hub 

connecting Europe and Asia. 

 

 
 

Business costs are rising due to higher 

energy prices. Fisheries, transport, hotels, 

and real estate are the most affected 

sectors. 

 

 

 

IMPACT OF MIDDLE EAST CONFLICT 
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Private consumption fell in March 2026, 

mainly due to softer services activity amid 

lower tourism. Higher inflation, which 

erodes purchasing power, will dampen 

household spending amid weaker 

consumer confidence.   

 
 

Foreign visitor arrivals in the first four 

months of 2026 tracked 3.4% below 2025 

levels, reflecting ongoing challenges in 

Thailand’s tourism sector. 

 

 

 

Consumer confidence weakened in March 

2026, reflecting increased concerns about 

the economic situation, jobs, and income, 

amid heightened uncertainty stemming 

from the Middle East conflict. 

 

 
 

The kingdom continues to face ongoing 

challenges in attracting tourists from China. 

This is now compounded by declining 

visitors from the Middle East and Europe, 

which had previously been sources of 

strength.

 
  

PRIVATE CONSUMPTION AND TOURISM 
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Regional goods exports maintained strong 

performance across most economies in 

1Q26. Export growth accelerated in 

Malaysia, Singapore, and Thailand, while 

Vietnam’s shipments remained robust.  

 
 

Thai electronics exports will continue to 

benefit from strong external demand driven 

by global artificial intelligence (AI)-related 

tailwinds. Telecommunication equipment 

shipments have been key beneficiaries of 

the AI boom.  

 

Thai goods exports continued to be 

supported by strong momentum to the US, 

with outperforming growth exceeding 40% 

yoy. 

 

 
 

Sentiment among Thai industries, 

regardless of export share, has remained 

stable since the start of 2026. The industrial 

sector is balancing AI tailwinds against 

geopolitical uncertainties from the energy 

shock and US trade policies. 

 
  

GOODS EXPORTS 
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Investment growth in 1Q26 accelerated to 

the highest rate since 1Q15, driven mainly 

by strong private investment. Public 

investment was also supportive, and the 

new government aims to sustain this 

momentum. 

 
 

Thailand’s investment applications and 

approvals continued to hit new highs. The 

country is benefitting from robust foreign 

interest in Southeast Asia, and the 

‘Thailand Fastpass’ scheme to expedite 

major projects. 

 

Private investment remained robust in early 

2026, driven by strong momentum in 

machinery and equipment. This likely 

reflected the realisation of investment 

applications and approvals, including 

foreign inflows. 

 
 

Investment applications have headed 

towards new economy and high value-

added segments, such as digital and 

electronics (data centres, cloud services, 

and AI infrastructure). 

 

 
  

Industry Investment applications Share

Digital 40%

Electrical & Electronics 15%

Automotive & Parts 4%

Agriculture & Food 

Processing 4%

Petrochemical & 

Chemicals 3%

Medical 2%

Tourism 1%

Biotechnology 1%

Automation & Robotics 1%

Aviation 0%

Others 30%

Source: Thailand Board of Investment, DBS

Thailand's Investment Applications

INVESTMENT 
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Headline inflation jumped to 2.9% yoy in 

April 2026, the upper end of the central 

bank’s 1-3% target. It will likely average 

above the target in the coming months. We 

maintain our 2026 inflation forecast of 2.5%, 

and see upside risks. 

 
 

Real policy interest rates have trended 

lower amid the Bank of Thailand (BOT)’s 

easing cycle since October 2024. However, 

given upside inflation risks, the room for 

rate cuts to support the fragile economy 

has closed. 

 

Energy costs, which jumped by 18.9% yoy 

in April 2026, will stay elevated amid 

constrained oil supply through the Strait of 

Hormuz. Tame food and core inflation face 

upside risks from fertiliser disruptions and 

cost passthrough.   

 
 

We expect an extended policy rate pause. 

The BOT is also unlikely to address the 

supply-side inflation shock with rate hikes 

in the near term. Tighter policy would weigh 

on growth. The BOT was also slow to raise 

rates in 2022-23.   

 
  

INFLATION AND MONETARY POLICY 
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Thailand’s overall public debt has been on 

an upward trajectory since the COVID-19 

pandemic, approaching its 70% of GDP 

ceiling. Fiscal space and flexibility are 

becoming increasingly constrained. 

 

 
 

Thailand is relying on targeted fiscal 

support to navigate the Gulf shock, despite 

narrowing fiscal space. The emergency 

borrowing balances short-term relief with 

longer-term energy resilience and 

decarbonisation efforts. 

 
 

Policymakers have authorised an 

emergency loan decree allowing an 

additional THB400bn in borrowings as 

targeted fiscal support amid the Gulf shock. 

This will raise public debt by ~2 percentage 

points to 68% of GDP in FY2026. 

 
 

Domestic financial institutions have been 

the primary buyers of Thai government 

bonds. Ample liquidity in the banking 

system, amid weak credit demand, will 

support absorption of new government 

borrowing. 

 

Amount

(THB bn)
Purpose Details

200 Immediate relief

Supports vulnerable 

households and 

businesses affected 

by the Middle East 

conflict.

200 Renewable energy transition

Funds renewable and 

clean energy 

initiatives, including 

alternative energy 

technologies, energy 

efficiency 

improvements, and 

reducing reliance on 

imported oil and 

natural gas.

Source: Bangkok Post, DBS compilation

THB400bn Emergency Borrowing Decree

FISCAL POLICY 
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GENERAL DISCLOSURE/ DISCLAIMER (For Macroeconomics, Currencies, Interest Rates, Digital Assets or 

Commodities)1  

 

The information herein is published by DBS Bank Ltd and/or DBS Bank (Hong Kong) Limited (each and/or 

collectively, the “Company”). It is based on information obtained from sources believed to be reliable, but the 

Company does not make any representation or warranty, express or implied, as to its accuracy, completeness, 

timeliness or correctness for any particular purpose. Opinions expressed are subject to change without notice. This 

research is prepared for general circulation.  Any recommendation contained herein does not have regard to the 

specific investment objectives, financial situation and the particular needs of any specific addressee. The information 

herein is published for the information of addressees only and is not to be taken in substitution for the exercise of 

judgement by addressees, who should obtain separate legal or financial advice. The Company, or any of its related 

companies or any individuals connected with the group accepts no liability for any direct, special, indirect, 

consequential, incidental damages or any other loss or damages of any kind arising from any use of the information 

herein (including any error, omission or misstatement herein, negligent or otherwise) or further communication 

thereof, even if the Company or any other person has been advised of the possibility thereof. The information herein 

is not to be construed as an offer or a solicitation of an offer to buy or sell any securities, futures, options or other 

financial instruments or to provide any investment advice or services. The Company and its associates, their 

directors, officers and/or employees may have positions or other interests in, and may effect transactions in securities 

mentioned herein and may also perform or seek to perform broking, investment banking and other banking or 

financial services for these companies.  The information herein is not directed to, or intended for distribution to or 

use by, any person or entity that is a citizen or resident of or located in any locality, state, country, or other jurisdiction 

(including but not limited to citizens or residents of the United States of America) where such distribution, publication, 

availability or use would be contrary to law or regulation.  The information is not an offer to sell or the solicitation of 

an offer to buy any security in any jurisdiction (including but not limited to the United States of America) where such 

an offer or solicitation would be contrary to law or regulation. 

 

[#for Distribution in Singapore] This report is distributed in Singapore by DBS Bank Ltd (Company Regn. No. 

196800306E) which is Exempt Financial Advisers as defined in the Financial Advisers Act and regulated by the 

Monetary Authority of Singapore. DBS Bank Ltd may distribute reports produced by its respective foreign entities, 

affiliates or other foreign research houses pursuant to an arrangement under Regulation 32C of the Financial 

Advisers Regulations. Where the report is distributed in Singapore to a person who is not an Accredited Investor, 

Expert Investor or an Institutional Investor, DBS Bank Ltd accepts legal responsibility for the contents of the report 

to such persons only to the extent required by law. Singapore recipients should contact DBS Bank Ltd at 65-6878-

8888 for matters arising from, or in connection with the report. 

 

DBS Bank Ltd., 12 Marina Boulevard, Marina Bay Financial Centre Tower 3, Singapore 018982. Tel: 65-6878-

8888. Company Registration No. 196800306E.   

 

DBS Bank Ltd., Hong Kong Branch, a company incorporated in Singapore with limited liability.  18th Floor, The 

Center, 99 Queen’s Road Central, Central, Hong Kong SAR. 

 

DBS Bank (Hong Kong) Limited, a company incorporated in Hong Kong with limited liability.  11th Floor, The 

Center, 99 Queen’s Road Central, Central, Hong Kong SAR. 

 
1 This disclaimer may not apply if the applicable assets fall within the definition of ‘financial instruments' that are set 

out in Article 2(1) EU MAR (e.g. financial instruments that are traded on a regulated market, MTF or OTF, etc.). 

Section C of Annex I of MiFID2 specifies these 'financial instruments'. 

 


