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Next month the last batch of tele-
visions will roll off the production
line at LG Electronics’ plant in
Thailand’s Rayong province. 

The company said that it was
moving production 1,500km
northeast to the Vietnamese
coastal city of Hai Phong, where
labour costs are cheaper and
China-based suppliers closer.

The move is part of a down-
ward trend for Thailand’s once-
booming electronics industry,
which is struggling to find a foot-
hold in the global supply chain
for modern technology like
smartphones. 

In January, the country’s
manufacturing index fell for the
22nd consecutive month, with
production of goods like televi-
sions and radios down 38 per
cent year on year.

The decline is raising con-

cerns that Thailand’s economic
slowdown is not a temporary
problem caused by its political
upheaval but a structural one
caused by the manufacturing in-
dustry’s failure to adapt and the
increasing attractiveness of its
lower-cost neighbours.

“It’s time for products with
high technology but nobody has
invested in them here,” said Vis-
nu Limwibul, chairman of the
Thai Electrical, Electronics, Tele-
communication and Allied In-
dustries Club.

Electronics is Thailand’s larg-
est export sector and is crucial for
a country where goods sold over-
seas are equal to over 60 per cent
of its economic output.

Makers of cutting edge tech-
nology are looking to new mar-
kets to base their production.

Samsung Electronics has opt-
ed to site two large smartphone
factories in Vietnam, and made
around US$11billion worth of in-

vestment pledges into the Viet-
namese economy in 2014.

In 2009, Vietnam’s electronics
exports were worth US$2.8 bil-
lion, a tenth of Thailand’s. Last
year they were US$37.3 billion,
compared with Thailand’s
US$33 billion.

Vietnam’s lower wage costs
and government incentives to
lure producers are behind its
appeal. 

Thailand’s electronics indus-
try has been looking at ways to
reinvent itself. Thai Delta Elec-
tronics said in October that it had
produced electronic converters
for hybrid cars for the first time,
complementing Thailand’s still
relatively strong car sector.

But economists say this is not
enough, and the country is not as
nimble as other low-cost econo-
mies to adapt. 

“When you look at the context
of the continuous decline, you
see there is a structural competi-
tiveness problem that has been
eroding Thailand,” said Santitarn
Sathirathai, senior economist of
Credit Suisse in Singapore.
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Once-booming electronics industry is struggling
to keep up with cheaper, more adaptable rivals

Thailand’s outdated tech
sector failing to compete 

ELECTRONICS

Federal Reserve chairwoman Ja-
net Yellen has acknowledged the
negative consequences of this
year’s gains, saying the currency
was weighing on US exports and
inflation as policymakers pared
back their outlook for interest-
rate increases. 

That sent the greenback down
on Wednesday by the most in six
years and prompted some ana-
lysts to suggest the rally will pause
following a 14 per cent gain in the
past six months.

“They clearly do care about
the dollar, and the Fed’s impor-
tant for the dollar trend,” said
Jens Nordvig, managing director
of currency research at Nomura
in New York. “We’re going to
have a couple of months of con-
solidation.”

The dollar’s ascent has been
fuelled by the Fed’s plans to raise
borrowing costs this year at a
time when central banks from
the euro zone to Canada and
Australia are easing. 

The Fed “can’t ignore the
stronger dollar’s implications for
growth”, said Alan Ruskin, the
global head of Group of 10 foreign
exchange at Deutsche Bank in
New York. “The US dollar’s gains
have reached the point where
they are willing to indirectly pro-
test dollar strength.”

Policymakers cut their esti-
mate for the federal funds rate at
the end of the year to 0.625 per

cent, down from a forecast of
1.125 per cent in December. The
outlook for 2016 fell to 1.875 per
cent from 2.5 per cent.

The greenback has something
to do with the cuts to those pro-
jections. Yellen, who also lowered
her assessment of the economy,
said the strong dollar had
weighed on consumer prices and
contributed to weak export
growth and low import prices.

“It puts the US dollar increas-
ingly on the radar – now we know
the Fed has its eye on it, and the
impact on exports and growth,”
said Matt Derr, a foreign-ex-
change strategist at Credit Suisse
in New York. “We are just seeing
some consolidation after a very
strong US dollar move in recent
months.”

While Yellen has downplayed
the notion of a global currency
war, the Fed has stood out for its
plans to raise rates as other na-

tions devalue their currencies to
spur economic growth and fight
deflation.

Her remarks prompted
money-market traders to push
out their expectations for an ini-
tial rate increase and to lower
bets for how quickly borrowing
costs will climb after lift-off. 

Futures contracts show a 40
per cent likelihood that the Fed
will raise rates by its September
meeting, down from a 55 per cent
chance seen before the Fed’s
statement.

“What it means for the dollar
is interim weakness,” said Jenni-
fer Vail, head of fixed-income re-
search at US Bank Wealth Man-
agement. “The dollar will climb
again.”

Gary Pzegeo, the Boston-
based head of fixed income at
Atlantic Trust Group, said: “You
hardly ever hear the Fed com-
ment about currency.

“I’m not surprised that they’re
paying attention to it and I’m fur-
ther not surprised that they’re
reacting to it because it does have
an impact on the inflation out-
look and the growth situation.” 

Nod to currency wars and acknowledgement of
negative consequences of greenback gains on
US exports and inflation fuel second guessing
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Janet Yellen says the strong dollar weighs on consumer prices and
contributes to weak export growth. Photo: Reuters


