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Thailand: Political Instability, Economic Continuity  

 

 After surviving four no-confidence votes since the start of 2020, PM Prayuth has been ordered by 

the constitutional court (5-4 ruling) to suspend performing prime ministerial duties until the 

ruling on a petition questioning the validity on his eight-year tenure is confirmed. Fellow general 

Deputy Prime Minister Prawit Wongsuwan will stand in as acting prime minister, ensuring continuity.    

 

 While the petition to challenge the PM Prayuth’s tenure was accepted unanimously, the much closer 

call to suspend his premiership is likely to translate to a tight decision on the ruling.   

 

 Notably, the court did not provide a date for the ruling which threatens to create a prolong period 

of uncertainty. Unsurprisingly, similar to previous episodes of political instability, the THB 

experienced an immediate weakening on the announcement.    

 

 As overall economic fundamentals will still anchor the THB’s medium term performance, one key 

economic threat is the ability of the ruling party to ensure the safe passage of the budget bill which 

has sent to the Senate for approval after passing through the lower house.  

 

 While PM Prayuth’s coalition commands a majority in the Senate which forms our base case for 

the bill to be approved, the PM’s suspension may seep doubt and instability which may derail the 

fiscal budget and in turn worsen economic confidence.  

 

 Historically, FDI applications had plunged in the post-coup years. The upshot being that political and 

fiscal stability is critical to anchor longer term commitment to infrastructure, human capital which 

enhances longer term potential growth. For now, capital flight risks remain a tail one as the Senate 

majority is expected to hold up.   

 

 Barring a sharp escalation into street protests and direct military intervention, the base case for 

the tourism sector remain intact, providing economic recovery and backstop the THB. 

Nonetheless, if political uncertainty escalates in the months ahead, it may stir unsolicited volatility 

to the THB, which is currently already facing external headwinds from the Fed.    
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Tourism recovery remains in tact and backstops the THB, barring military 
direct intervention and street protest escalation 

Visitor Arrivals (Mn, LHS)

USD/THB (Inverted Scale,
RHS)

2014 Coup and Martial law till Mar 2015

Source: CEIC; Mizuho Bank
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Capital flight risks remain a tail one amid THB volatility

FX Reserves (USD Mn,
LHS)

USD/THB (Inverted
Scale, RHS)2014 Coup and Martial law till Mar 2015

Source: CEIC; Mizuho Bank



 
Mizuho Bank, Ltd. | Flash – Economics & Strategy, Asia Ex-Japan 
 
 
 

 
 
Tan Boon Heng | Market Economist    2 / 2 
 

 

 

Important Information 
This publication has been prepared by Mizuho Bank, Ltd. (“Mizuho”) and represents the views of the author.  It has not been prepared by an 
independent research department and it has not been prepared in accordance with legal requirements in any country or jurisdiction designed 
to promote the independence of investment research and is not subject to any prohibition on dealing ahead of the dissemination of 
investment research.  
 
Disclaimer 
Unless otherwise stated, all views or opinions herein are solely those of the author(s) as of the date of this publication and are not to be 
relied upon as authoritative or taken in substitution for the exercise of judgement by any recipient, and are subject to change without notice.  
This publication has been prepared by Mizuho solely from publicly available information. Information contained herein and the data 
underlying it have been obtained from, or based upon, sources believed by us to be reliable, but no assurance can be given that the 
information, data or any computations based thereon are accurate or complete. This publication provides general background information 
only. It is information in summary form and does not purport to be complete. This publication has been prepared for information purposes 
only and is not intended by Mizuho or its affiliates to constitute investment, legal, accounting, tax or other advice of any kind and all recipients 
of this publication are advised to contact independent advisors in order to evaluate the publication, including, without limitation, the suitability 
of any security, commodity, futures contract or instrument or related derivative (hereinafter, a “financial instrument”), product or strategy 
herein described. This publication is not intended to be relied upon as advice to investors or potential investors and does not take into 
account investment objectives, financial situation or needs of any particular investor. It is not intended for persons who are Retail Clients 
within the meaning of the United Kingdom’s Financial Conduct Authority rules nor for persons who are restricted in accordance with US, 
Japanese, Singapore or any other applicable securities laws. 
 
This publication has been prepared for information purposes only and is not intended by Mizuho to market any financial instrument, product 
or service or serve as a recommendation to take or refrain from taking any particular course of action or participate in any trading or other 
strategy. This publication is not an offer to buy or sell or a solicitation of any offer to buy or sell any security or any of the assets, businesses 
or undertakings described herein, or any other financial instrument, nor is it an offer to participate in any trading or other strategy, nor a 
disclosure document under applicable laws, rules, regulations or guidelines. Nothing contained herein is in any way intended by Mizuho or its 
affiliates to offer, solicit and/or market any financial instrument, product or service, or to act as any inducement to enter into any contract or 
commitment whatsoever.  Neither the author, Mizuho nor any affiliate accepts any liability whatsoever with respect to the use of this 
publication or its contents or for any errors or omissions herein. 
Mizuho and its affiliates, connected companies, employees or clients may take the other side of any order by you, enter into transactions 
contrary to any recommendations contained herein or have positions or make markets or act as principal or agent in transactions in any 
securities mentioned herein or derivative transactions relating thereto or perform or seek financial or advisory services for the issuers of 
those securities or financial instruments. 
 
All of the information contained in this publication is subject to further modification without prior notice and any and all opinions, forecasts, 
projections or forward-looking statements contained herein shall not be relied upon as facts nor relied upon as any indication of future 
results. Opinions stated in this publication are subject to change without notice. Future results may materially vary from such opinions, 
forecasts, projections or forward-looking statements. The information contained in this publication may not be current due to, among other 
things, changes in the financial markets or economic environment. Mizuho has no obligation to update any information contained in this 
publication. Past performance is not indicative of future performance.  
 
This is a strictly privileged and confidential publication. This publication contains information addressed only to a specific individual and is not 
intended for distribution to, or use by, any person other than the named addressee or any person or entity in any jurisdiction or country where 
such distribution or use would be contrary to law or regulation. Save with Mizuho’s prior written consent, you may not disclose, divulge, 
reproduce or furnish any information contained herein to any other party. Please notify the sender immediately if you have mistakenly 
received this publication. 

 

Singapore: Mizuho is licensed as a bank under the Banking Act (Chapter 19) of Singapore, and is regulated by the Monetary Authority of 

Singapore. 

 

Japan: Mizuho is authorised and regulated by the Financial Services Agency of Japan. 

 

United Kingdom / European Economic Area: In the UK, Mizuho is authorised by the Prudential Regulation Authority and subject to regulation 

by the Financial Conduct Authority and limited regulation by the Prudential Regulation Authority. Details about the extent of MHBK's regulation 

by the Prudential Regulation Authority are available upon request. This publication may also be distributed by Mizuho International plc (“MHI”). 

MHI is authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation 

Authority. 

 

United States: This publication is not a “research report” as defined in Commodity Futures Trading Commission (“CFTC”) Regulations 1.71 

and 23.605. The content of publications distributed by Mizuho Securities USA Inc. (“MSUSA”) is the responsibility of MSUSA. The content of 

publications distributed directly to US customers by Mizuho is the responsibility of Mizuho. US investors must effect any order for a security 

that is the subject of this report through MSUSA.  
 
© 2014 Mizuho Bank Ltd 


