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Trade skirmishes — not a full-scale war

Trump’s Tariffs: The latest plan by the US to levy a 25% tariff on
USD50-60 billion in imports from China — based on China’s alleged
infringements of US intellectual property rights — has raised concerns
that an imminent trade war could potentially derail global growth
momentum. Last week’s action by the US followed a series of tariffs
announced since the beginning of 2018 (Exhibit 1). Official lists of the
products subject to the new tariffs will be announced in 15 days by the
US Trade Representative.

Which sectors would likely be affected? Product sectors such as
Information and Communication Technology (ICT) and machinery, as
well as the 10 key strategic sectors identified in the ‘Made in China
2025’ plan, are likely to be on the list (Exhibit 2). The tariffs will impact at
least 7.5% of China’s exports with repercussions for other countries in
those industries’ supply chains.

China’s response: So far, China’s response to the US steel and
aluminum tariffs has been to levy tariffs on USD3 billion in imports of
128 US products, including 25% tariffs on US pork and recycled
aluminum goods, and 15% on wine, fruits, steel pipe, modified ethanol
and ginseng. The response by Beijing has been measured and
symbolic, for fear of escalating the situation further.

What’s next for China? China has yet to counter the recent US tariff
announcement. China has a range of options as it considers tariffs on
some of the USD130 billion in US annual exports to China. Imposition of
tariffs on US goods could be strategic — aimed at hurting Trump’s
supporters with tariffs on soybeans, or cancellation of a USD38 billion
order with Boeing. That uncertainty led to a 5% drop in Boeing’s share
price last Friday.

Our Thoughts

We do not think the two countries wish to escalate the trade
disputes further, and we expect to see an agreement by both sides
in due course. The US administration followed through with new rounds
of tariffs as signaled during Trump’s election campaigns, with special
attention paid to the trade deficit with China (Exhibit 3). As it turned out,
exemptions from the tariffs on steel and aluminium were granted to
many countries deemed to be partners of the US.
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Exhibit 1: 2018 US Trade Actions

Date 2018 Trade Actions by US

Safeguard tariff on solar cells and modules imports up to 30%
Safeguard tariff on washing machine imports up to 20%
Order for 25% tariff on steel imports signed

23 Jan

8 Mar
Order for 10% tariff on aluminum imports signed

Plan to levy USD50-60 billion on imports from China announced
22 Mar |order for new investment restrictions on Chinese investment
signed

23 Mar |Tariffs on Steel and Aluminum went into effect

Exhibit 2: China’s Exports to US

Top 10 Products Ussbn Clw;)::’a'osf EZ:)acirts % ofGCEl;'i:na's
Telecommunication Equipment 83.7 4.0% 0.75%
Automatic Data Processing Machines 51.2 2.4% 0.46%
Toys, Games, Sporting Goods 275 1.3% 0.25%
Office, Data Processing Machine Parts 155 0.7% 0.14%
Electrical Machinery and Apparatus 14.6 0.7% 0.13%
Plastic Products 134 0.6% 0.12%
TV Receivers 117 0.6% 0.10%
Household Appliances 11.0 0.5% 0.10%
Apparel and Textiles 10.9 0.5% 0.10%
Motor Vehicle Parts 10.0 0.5% 0.09%
Total China's Exports to US 526.2 25.1% 4.7%

Source: CEIC, International Trade Centre (as of 2017)
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In our assessment, the economic impact of US trade actions is
likely to be very small given the quantity of Chinese exports
affected. Even the recent announcement of tariffs on USD50-60 billion
in Chinese imports was in line with analysts’ expectations. We think the
actions are an opening gambit by the US to get the Chinese to negotiate
rather than to provoke a full-scale trade war. However, we cannot
completely rule out a scenario in which retaliations by both sides
intensify, therefore it's worth monitoring the situation closely.

Thailand is unlikely to be singled out by the US as China has, as
the US trade deficit with Thailand only accounts for 3% of the total
deficit (Exhibit 3). Some Thai industries are likely to be hit by the
indirect impact, especially those in China’s supply chains. Sectors at risk
include machinery and electrical machinery and equipment, as well as
rubber and plastic, but they accounted for only 2.8% and 3.7% of total
Thai exports to China in 2017, respectively. And Thai exports of
products to China within industries that are subject to recent US tariffs
on China’s exports account for only 1.2% of Thailand’s total exports last
year (Exhibit 4). As a result, the impact on Thai industries from the
US tariffs is likely to be limited.

Exhibit 3: 2017 US Trade Deficit by Countries

Rest of

Tai;;n the world
° 4%

Thailand 3%

South Korea 3%
Canada 3%

Source: U.S. Bureau of Economic Analysis

Exhibit 4: Products Subject to Recent US Tariffs on China’s Exports that Thai Exports to China

Products us$mn T":‘;;fET;;zLS % of Thai GDP
Telecommunication Equipment 75.8 0.03% 0.02%
Automatic Data Processing Machines 1437.3 0.61% 0.32%
Office, Data Processing Machine Parts 592.7 0.25% 0.13%
Electrical Machinery and Apparatus 72.6 0.03% 0.02%
Motor Vehicle Parts 642.3 0.27% 0.14%
Total Thai Exports to China US$29.4bn 12.4% 6.4%

Source: CEIC (as of 2017)
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Bangkok Bank Public Company Limited DISCLAIMER

The information contained in this report has been obtained from sources believed to be reliable. All reasonable effort has been made to ensure the
facts stated herein are accurate and that the opinions contained herein are fair and reasonable. Where any information and statistics are quoted from
any external source, such information or statistics should not be interpreted as having been adopted or endorsed by Bangkok bank as being accurate.
Neither Bangkok Bank nor any of its directors, officers, employees, and advisors nor any other person shall have any liability whatsoever for loss
howsoever arising, directly or indirectly, from any use of this information. The facts and information contained herein are as up to date as is reasonably
possible and may be subject to revision in the future. Any opinions presented herein represent the subjective view of ours and our current estimated
and judgments which are based on various assumptions that may be subject to change without notice, and may not prove to be correct.

This report is for the recipient’s information only. It does not represent or constitutes an advice, offer, recommendation, or solicitation by Bangkok
Bank and should be relied as such. Neither Bangkok Bank nor any of its directors, officers, employees or advisors nor any other person makes any
representation or warranty, express or implied, as to the accuracy or completeness of the information contained in this report. Neither Bangkok Bank
nor any of its directors, officers, employees and advisors nor any other person shall have any liability whatsoever for loss howsoever arising, directly
or indirectly, from any use of this report.
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Bualuang Securities Public Company Limited DISCLAIMER

BUALUANG SECURITIES PUBLIC COMPANY LIMITED (BLS) is a subsidiary of BANGKOK BANK PUBLIC COMPANY LIMITED (BBL). This document
is produced based upon sources believed to be reliable but their accuracy, completeness or correctness is not guaranteed. The statements or
expressions of opinion herein were arrived at after due and careful consideration to use as information for investment. Expressions of opinion contained
herein are subject to change without notice. This document is not, and should not be construed as, an offer or the solicitation of an offer to buy or sell
any securities. The use of any information shall be at the sole discretion and risk of the user.

BUALUANG SECURITIES PUBLIC COMPANY LIMITED MAY BE IN RELATIONSHIPS WITH THE SECURITIES IN THIS REPORT. “Opinions,
projections and other information contained in this report are based upon sources believed to be accurate including the draft prospectus, but no
responsibility is accepted for any loss occasioned by reliance placed upon the contents hereof. Bualuang Securities Public Company Limited may from
time to time perform investment, advisory or other services for companies mentioned in this report, as well as dealing (as principal or otherwise) in, or
otherwise being interested in, any securities mentioned herein, This report does not constitute a solicitation to buy or sell any securities”. Investors
should carefully read details in the prospectus before making investment decision.

BUALUANG SECURITIES PUBLIC COMPANY LIMITED MAY ACT AS MARKET MAKER AND ISSUER OF DWs, AND ISSUER OF STRUCTURED
NOTES ON THESE SECURITIES. The company may prepare the research reports on those underlying securities. Investors should carefully read the
details of the derivative warrants and structured notes in the prospectus before making investment decisions.

BUALUANG SECURITIES PUBLIC COMPANY LIMITED IS OR MAY BE AN UNDERWRITER/CO-UNDERWRITER/JOINT LEAD IN RESPECT OF
THE INITIAL PUBLIC OFFERING (IPO) OF SECURITIES.

Lead underwriter/
Financial Advisor Underwriter/
Co-underwriter

SCCC, MILL, SDC

CG Rating
Score Range Score Range Description
90 — 100 ALLAA Excellent
80 — 89 AALAA Very Good
7079 AbLA Good
60 - 69 AA Satisfactory
50 - 5 Pass
0 - 00359 A
Below 50 No logo given N/A

Thailand's Private Sector Collective Action Coalition Against Corruption programme (Thai CAC)
under Thai Institute of Directors

e companies that have declared their intention to join CAC, and
e companies certified by CAC.
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CORPORATE GOVERNANCE REPORT DISCLAIMER

This research report was prepared by Bualuang Securities Public Company Limited and refers to research prepared by Morgan Stanley. Morgan Stanley
does not warrant or guarantee the accuracy or completeness of its research reports. Morgan Stanley reserves copyright and other proprietary rights in
the material reproduced in this report. Morgan Stanley is under no obligation to inform Bualuang Securities or you if the views or information referred to
or reproduced in this research report change.

Corporate Governance Report disclaimer

The disclosure of the survey result of the Thai Institute of Directors Association (IOD) regarding corporate governance is made pursuant to the policy of
the Office of the Securities and Exchange Commission. The IOD survey is based on the information of a company listed on the Stock Exchange of
Thailand and the Market for Alternative Investment disclosed to the public and able to be accessed by a general public investor. The result, therefore, is
from the perspective of a third party. It is not an evaluation of operation and is not based on inside information.

The survey result is as of the date appearing in the Corporate Governance Report of Thai Listed Companies. As a result, the survey result may be
changed after that date. Bualuang Securities Public Company Limited neither confirms nor certifies the accuracy of such survey results.

“Disclaimer: The disclosure of the Anti-Corruption Progress Indicators of a listed company on the Stock Exchange of Thailand, which is assessed by the
relevant institution as disclosed by the Office of the Securities and Exchange Commission, is made in order to comply with the policy and sustainable
development plan for the listed companies. The relevant institution made this assessment based on the information received from the listed company, as
stipulated in the form for the assessment of Anti-corruption, which refers to the Annual Registration Statement (Form 56-1), Annual Report (Form 56-2),
or other relevant documents or reports of such listed company. The assessment result is therefore made from the perspective of a third party. It is not an
assessment of operation and is not based on any inside information. Since this assessment is only the assessment result as of the date appearing in the
assessment result, it may be changed after that date or when there is any change to the relevant information. Nevertheless, Bualuang Securities Public
Company Limited neither confirms, verifies, nor certifies the accuracy and completeness of the assessment result.”

BUALUANG RESEARCH — RECOMMENDATION FRAMEWORK

STOCK RECOMMENDATIONS SECTOR RECOMMENDATIONS

BUY: Expected positive total returns of 15% or more over the next 12 OVERWEIGHT: The industry, as defined by the analyst's coverage universe, is
months. expected to outperform the relevant primary market index over the next 12 months.
HOLD: Expected total returns of between -15% and +15% over the next 12 NEUTRAL: The industry, as defined by the analyst's coverage universe, is
months. expected to perform in line with the relevant primary market index over the next 12
SELL: Expected negative total returns of 15% or more over the next 12 months.

months. UNDERWEIGHT: The industry, as defined by the analyst's coverage universe, is
TRADING BUY: Expected positive total returns of 15% or more over the next expected to underperform the relevant primary market index over the next 12

3 months. months.
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