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 Foreign fund inflows into Thailand more than doubled from 
the latest round of total exit in 2008 but the inflow amount 
was far less than its peers Indonesia, the Philippines and 
India which saw six-to-seven-fold rise in capital inflows. 

 The big question in the market is if capital flight from Thai 
equities is about to come to an end. The answer is: There 
remains plenty of room for further capital outflows but there 
is no reason for total exit from the market in view of 
economic outlook and corporate earnings growth prospects.   

 The Thai economy remains on track to grow at a long-term 
CAGR of 5%. 

 Thai stocks are not as expensive as thought given: 

 2013 earnings growth forecast of 25%. 

 P/E ratio of 12.5x, a discount to historical average and 
regional mean.  

 Generous dividend yield of 3.64%. 

 The SET index is likely to remain stuck in a bearish/sideways 
pattern within a trading range of 1300-1550 points over the 
next one to three months before resuming its ascent   by 
the end of the year. We stick to our end-2013 SET index 
target of 1620 points, equivalent to a P/E ratio of 15x.   

 
What is the news? 
Fears of stimulus rollback by major central banks in the US, 
Japan and China triggered a massive position rebalancing by 
foreign investors. The question is now raised that ‘Is foreign 
fund outflows about to come to an end?’ 
 
How do we view this?  
In our view, there remains plenty of room for further capital 
outflows but there is no reason for total exit from the market like 
in 2008 in view of economic outlook and corporate earnings 
growth prospects.   
 
Investment Actions? 
The SET index is likely to remain stuck in a bearish/sideways 
pattern within a trading range of 1300-1550 points over the next 
one to three months before resuming its ascent by the end of 
the year. In our view, the ‘sell the rallies, buy the dips’ may be 
the best strategy for a bear/sideways market. The focus should 
be on fundamentally sound stocks with more than 20% upside 
potential from current trading levels and dividend yield in excess 
of 5%. Our recommended picks include KCAR, ASP, TISCO, 
CGS, KK, TKS, DELTA and QTC. Fundamental plays aside, we 
also advise investors to look for stocks which are expected to 
see short-cover buying on the market’s rebound i.e. ROBINS, 
BIGC, QH, SCC, SCCC, TOP, BCP, RATCH, GLOW, JAS and 
PTTEP. 



 

Foreign Fund Flows: Is Capital Outflows About to Come to an End? 
Thailand Equities Research 
17 June 2013 

2 of 7 

Foreign fund inflows into Thailand more than doubled 
from the latest round of total exit in 2008 but the 
inflow amount was far less than its peers Indonesia, 
the Philippines and India which saw six-to-seven-fold 
rise in capital inflows. 
The forecast is based on assumptions that net foreign portfolio 
investment inflows to Asian equities resumed again at the start 
of 2009 after the latest round of total exit in 2008 in the wake 
of the US financial crisis. Note that the 1000-point level in 
2009 is used as a base for calculation of net foreign portfolio 
investment index developed by PSR. It turns out that Indonesian, 
Philippine and Indian equities drew the biggest foreign capital 
inflows with more than six to seven-fold rises in net inflows 
from 2008. Thailand attracted less capital inflows relative to 
its peers. Fund inflows into Thai equities only more than 
doubled from 2008. Even if fund inflows to Thailand during 2009-
2012 topped US$6bn, YTD outflows of more than US$1.6bn on 
portfolio rebalancing pushed net foreign portfolio investment 
inflows down to around US$4.5bn.  
 
Figure 1: Net Foreign Portfolio Investment in Asia  
 

 
 

 
 

Source: Bloomberg  
 
The big question is if capital flight from Thailand is about 
to come to an end. The answer is: There remains plenty 
of room for further capital outflows but there is no reason 
for total exit from the market in view of economic outlook 
and corporate earnings growth prospects.   
At this juncture, the above figures may give an answer to the 
question as to whether capital flight from Thailand is about to 
come to an end. There remains plenty of room for further 
capital outflows but there is no reason for total exit from the 
market like in 2008 in view of economic outlook and corporate 
earnings growth prospects, in our opinion.   
 
 

Thai economy still on track to grow at a long-term CAGR 
of 5% 
In terms of economic outlook, growth in Thailand will likely 
continue to be driven by domestic demand through mega-
infrastructure investments and domestic consumption. Despite 
some impact of a slowdown in exports, Thailand’s economy 
remains on track to grow at a long-term CAGR of 5%. If the 
Federal Reserve scales back on its QE program as a result 
of confidence in the recovery of the US economy, we think it 
should help temper the slowdown in exports in the face of 
sluggish global economy. The upcoming launch of ASEAN 
Economic Community (AEC) in 2015 could also act as a 
potential catalyst for economic growth within the bloc including 
Thailand. The potential risk to the outlook for Thailand may 
be possible delays in mega investment projects, which could 
cause economic growth to miss the mark as a consequence 
of domestic political uncertainty and rising fiscal burden due 
to the government’s mega investment projects and populist 
policies especially the controversial rice-pledging scheme.   
 
Thai stocks not as expensive as thought 
Earnings growth of Thai listed firms is expected to remain 
strong at 25.45% this year, outstripping its TIP peers like 
Indonesia and the Philippines, which are forecast to see 
earnings growth of 18.94% and 1.68% respectively. Thailand 
also offers the best dividend yield in Asia at as high as 3.64%, 
well above regional mean of a mere 2.28%. Valuation-wise, 
Thai stocks are trading at 2013 estimated P/E of around 
12.5x, a discount to five-year trailing average of 13.7x and 
regional mean of 13.8x.   
 
Figure 2: Corporate earnings growth in Asia  
 

 
 

 
 

Source: Bloomberg 
 
 
 
 
 
 

Indonesia Thailand Philippines Japan South Korea India Taiwan

Date Average 21.1% 18.1% 11.6% 11.6% 19.5% 5.9% 13.9%

CY2014 E 14.1% 18.8% 12.4% 11.2% 11.2% 18.4% 13.5% 13.4%

CY2013 E 23.1% 18.9% 25.5% 1.7% 1.7% 62.8% 19.0% 32.2%

CY2012 9.2% 0.4% 14.2% 20.5% 20.5% 0.2% 7.9% 0.6%

CY2011 -10.0% 18.2% 0.7% -11.5% -11.5% -25.3% -8.2% -32.6%

CY2010 60.3% 43.3% 50.2% 52.5% 52.5% 77.8% 44.7% 100.9%

CY2009 48.0% 96.3% 44.8% 47.2% 47.2% 60.9% -8.8% 48.3%

CY2008 -42.9% -48.4% -20.9% -40.5% -40.5% -58.2% -26.6% -65.3%
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year India Indonesia Philippines S. Korea Taiwan Thailand Vietnam Japan Pakistan

2008 -12,918.30 1,732.45 -1,135.29 -36,640.57 -16,363.82 -4,942.17 340.30 -66,817.10 -1,463.86 

2009 17,639.21 1,383.00 419.57 24,658.51 15,616.89 1,136.79 70.63 -6,512.66 20.09

2010 29,320.84 2,389.81 1,223.86 19,799.89 9,577.24 2,687.34 617.21 22,925.94 531.98

2011 -511.80 2,949.64 1,329.38 -8,583.64 -9,073.78 -167.06 42.30 -323.37 -118.65 

2012 24,547.66 1,702.86 2,547.79 15,068.60 4,907.18 2,504.01 153.79 27,732.91 125.69

2013 15,043.67 573.97 1,481.46 -6,303.73 2,390.48 -1,790.03 240.39 79,069.89 403.05
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Figure 3: P/E ratios in Asian stock markets  

 

 
 

 
 

Source: Bloomberg 

 
Figure 4: Dividend yields in Asia 

 

 
 

 
 

Source: Bloomberg 

SET index likely to remain stuck in a bearish/sideways 
pattern within a trading range of 1300-1550 points over the 
next one to three months before resuming its ascent by 
the end of the year: End-2013 SET index target maintained 
at 1620 points 
From our perspective, the SET index is likely to remain stuck 
in a bearish/sideways pattern within a trading range of 1300-
1550 points over the next one to three months until greater 
clarity emerges about the timing and impact of the US Federal 
Reserve’s QE exit, which is widely expected by many market 
participants to take place in Sep. In the near term, the pace of 
portfolio rebalancing by foreign investors is likely to slow down 
after a more than 300-point or 18% rout in the SET index from 
the year’s peak of nearly 1650 points in late May 2013 to near 
1350 points in mid-Jun, which represented 23.6% of Fibonacci 
retracement of the rally after the US financial crisis.    

 
Figure 5: Correction in Thai stock market  

 

 
 
In our view, a serious rebound is unlikely to come until 4Q12 in 
order for the market to fully digest the impact of the rollback of 
US stimulus and the recovery picture for the US economy, 
which would give a lift to global economic prospects. We stick 
to our end-2013 SET index target of 1620 points, equivalent 
to a P/E ratio of 15x. In our view, the ‘sell the rallies, buy the 
dips’ may be the best strategy for a bear/sideways market. 
The focus should be on fundamentally sound stocks with 
more than 20% upside potential from current trading levels 
and dividend yield in excess of 5%. Our recommended picks 
include KCAR, ASP, TISCO, CGS, KK, TKS, DELTA and 
QTC. Fundamental plays aside, we also advise investors to 
look for stocks which are expected to see short-cover buying 
on the market’s rebound i.e. ROBINS, BIGC, QH, SCC, 
SCCC, TOP, BCP, RATCH, GLOW, JAS and PTTEP.  

 

Indonesia Thailand Philippines Japan South Korea India Taiwan

Date Average 2.31 4.17 3.21 2.22 1.50 1.56 4.00

CY2014 E 2.54 2.40 4.15 2.37 2.25 1.51 2.01 3.07

CY2013 E 2.28 2.08 3.64 2.23 2.07 1.39 1.78 2.80

CY2012 2.25 2.10 2.87 2.28 2.21 1.28 1.50 3.48

CY2011 2.85 2.12 4.04 3.21 2.55 1.54 1.62 4.85

CY2010 2.26 1.77 3.61 2.71 1.96 1.44 1.19 3.14

CY2009 2.19 1.81 3.47 3.51 1.79 1.38 0.96 2.38

CY2008 4.60 3.88 7.39 6.12 2.72 1.93 1.83 8.32
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Important Information 

 
This publication is prepared by Phillip Securities Research Pte Ltd., 250 North Bridge Road, #06-00, Raffles City 
Tower, Singapore 179101 (Registration Number: 198803136N), which is regulated by the Monetary Authority of 
Singapore (“Phillip Securities Research”). By receiving or reading this publication, you agree to be bound by the terms 
and limitations set out below. 
 
This publication has been provided to you for personal use only and shall not be reproduced, distributed or published 
by you in whole or in part, for any purpose. If you have received this document by mistake, please delete or destroy it, 
and notify the sender immediately. Phillip Securities Research shall not be liable for any direct or consequential loss 
arising from any use of material contained in this publication. 
 
The information contained in this publication has been obtained from public sources, which Phillip Securities Research 
has no reason to believe are unreliable and any analysis, forecasts, projections, expectations and opinions 
(collectively, the “Research”) contained in this publication are based on such information and are expressions of belief 
of the individual author or the indicated source (as applicable) only. Phillip Securities Research has not verified this 
information and no representation or warranty, express or implied, is made that such information or Research is 
accurate, complete, appropriate or verified or should be relied upon as such. Any such information or Research 
contained in this publication is subject to change, and Phillip Securities Research shall not have any responsibility to 
maintain or update the information or Research made available or to supply any corrections, updates or releases in 
connection therewith. In no event will Phillip Securities Research or persons associated with or connected to Phillip 
Securities Research, including but not limited its officers, directors, employees or persons involved in the preparation 
or issuance of this report, (i) be liable in any manner whatsoever for any consequences (including but not limited to 
any special, direct, indirect, incidental or consequential losses, loss of profits and damages) of any reliance or usage 
of this publication or (ii) accept any legal responsibility from any person who receives this publication, even if it has 
been advised of the possibility of such damages.  You must make the final investment decision and accept all 
responsibility for your investment decision, including, but not limited to your reliance on the information, data and/or 
other materials presented in this publication. 
 
Any opinions, forecasts, assumptions, estimates, valuations and prices contained in this material are as of the date 
indicated and are subject to change at any time without prior notice. 
 
Past performance of any product referred to in this publication is not indicative of future results. 
 
This report does not constitute, and should not be used as a substitute for, tax, legal or investment advice.  This 
publication should not be relied upon exclusively or as authoritative, without further being subject to the recipient’s own 
independent verification and exercise of judgment. The fact that this publication has been made available constitutes 
neither a recommendation to enter into a particular transaction, nor a representation that any product described in this 
material is suitable or appropriate for the recipient. Recipients should be aware that many of the products, which may 
be described in this publication involve significant risks and may not be suitable for all investors, and that any decision 
to enter into transactions involving such products should not be made, unless all such risks are understood and an 
independent determination has been made that such transactions would be appropriate. Any discussion of the risks 
contained herein with respect to any product should not be considered to be a disclosure of all risks or a complete 
discussion of such risks. 
 
Nothing in this report shall be construed to be an offer or solicitation for the purchase or sale of any product. Any 
decision to purchase any product mentioned in this research should take into account existing public information, 
including any registered prospectus in respect of such product. 
 

Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not 
limited to its officers, directors, employees or persons involved in the preparation or issuance of this report, may 
provide an array of financial services to a large number of corporations in Singapore and worldwide, including but not 
limited to commercial / investment banking activities (including sponsorship, financial advisory or underwriting 
activities), brokerage or securities trading activities. Phillip Securities Research, or persons associated with or 
connected to Phillip Securities Research, including but not limited to its officers, directors, employees or persons 
involved in the preparation or issuance of this report, may have participated in or invested in transactions with the 
issuer(s) of the securities mentioned in this publication, and may have performed services for or solicited business 
from such issuers. Additionally, Phillip Securities Research, or persons associated with or connected to Phillip 
Securities Research, including but not limited to its officers, directors, employees or persons involved in the 
preparation or issuance of this report, may have provided advice or investment services to such companies and 
investments or related investments, as may be mentioned in this publication. 
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Phillip Securities Research or persons associated with or connected to Phillip Securities Research, including but not 
limited to its officers, directors, employees or persons involved in the preparation or issuance of this report may, from 
time to time maintain a long or short position in securities referred to herein, or in related futures or options, purchase 
or sell, make a market in, or engage in any other transaction involving such securities, and earn brokerage or other 
compensation in respect of the foregoing.  Investments will be denominated in various currencies including US dollars 
and Euro and thus will be subject to any fluctuation in exchange rates between US dollars and Euro or foreign 
currencies and the currency of your own jurisdiction. Such fluctuations may have an adverse effect on the value, price 
or income return of the investment. 
 
To the extent permitted by law, Phillip Securities Research, or persons associated with or connected to Phillip 
Securities Research, including but not limited to its officers, directors, employees or persons involved in the 
preparation or issuance of this report, may at any time engage in any of the above activities as set out above or 
otherwise hold a interest, whether material or not, in respect of companies and investments or related investments, 
which may be mentioned in this publication. Accordingly, information may be available to Phillip Securities Research, 
or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, 
directors, employees or persons involved in the preparation or issuance of this report, which is not reflected in this 
material, and Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, 
including but not limited to its officers, directors, employees or persons involved in the preparation or issuance of this 
report, may, to the extent permitted by law, have acted upon or used the information prior to or immediately following 
its publication. Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, 
including but not limited its officers, directors, employees or persons involved in the preparation or issuance of this 
report, may have issued other material that is inconsistent with, or reach different conclusions from, the contents of 
this material. 
 
The information, tools and material presented herein are not directed, intended for distribution to or use by, any person 
or entity in any jurisdiction or country where such distribution, publication, availability or use would be contrary to the 
applicable law or regulation or which would subject Phillip Securities Research to any registration or licensing or other 
requirement, or penalty for contravention of such requirements within such jurisdiction.  
 
Section 27 of the Financial Advisers Act (Cap. 110) of Singapore and the MAS Notice on Recommendations on 
Investment Products (FAA-N01) do not apply in respect of this publication.  
 
This material is intended for general circulation only and does not take into account the specific investment objectives, 
financial situation or particular needs of any particular person. The products mentioned in this material may not be 
suitable for all investors and a person receiving or reading this material should seek advice from a professional and 
financial adviser regarding the legal, business, financial, tax and other aspects including the suitability of such 
products, taking into account the specific investment objectives, financial situation or particular needs of that person, 
before making a commitment to invest in any of such products. 
 
Please contact Phillip Securities Research at [65 65311240] in respect of any matters arising from, or in connection 
with, this document. 
 
This report is only for the purpose of distribution in Singapore. 
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