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Our meetings in Bangkok late last week and recent conversations with political analysts 

affirmed our more cautious outlook on the economic recovery after the 22 May coup. 

Indeed, the weak outturn in Q3 data so far will mean downgrades to official 2014 GDP 

forecasts, validating our view. For 2015, we sensed more cautious optimism from the 

authorities, with a lot hinging on public spending to boost growth. On that front, the 

details of the infrastructure projects, institutional constraints and execution risks all 

remain supportive of our view that actual spending will likely be minimal. On monetary 

policy, we remain comfortable with the view that the Bank of Thailand (BOT) will keep 

policy rates unchanged throughout 2015 as it sees the current policy stance as 

accommodative enough to support growth, and a weak recovery will make the BOT 

reluctant about hiking later. On politics, we believe the risk of near-term protests is low, 

but pressure on the military regime could increase next year even before the elections, 

which now look like being delayed, bringing more uncertainty.   

GDP growth: more downgrades for 2014 

Authorities continue to acknowledge that the economic recovery since the coup has not 

met expectations. Increasingly in line with our view, they note that translating improving 

confidence into actual spending, especially for private consumption and private 

investment, is the biggest challenge for growth in H2 and into 2015. At the same time, 

they note that the export outlook was weaker than their original estimates given that 

agricultural export prices have continued to fall, the global economic recovery has been 

uneven, and the Thai export sector faces structural issues.   

As a result, key government agencies such as the Fiscal Policy Office (FPO) and the 

National Social Economic and Social Development Board (NESDB) are looking to 

downgrade their 2014 GDP growth forecasts from 2% in the coming weeks, moving 

closer to our long-held forecast of 1.1% (Figure 1).  

2015: both cautious and optimistic  

For next year (which we think is now the more important view), the authorities still expect 

an improvement in GDP growth in 2015, but seem more cautiously optimistic. Official 

forecasts are now similar at the FPO and BOT, at 4.5-5.0% and 4.8%, respectively, but 

the NESDB puts it a notch lower at 3.5-4.5%. The key drivers will be public investment 

spending (more below) and export growth. Assessments of export growth are relatively 

subdued, but all agencies expected an improvement nonetheless from 2014 as they 

opined that commodity prices are already very low and demand, especially from the US, 

is expected to pick up in 2015.  

The other components will take more time to recover, according to all three agencies. 

Specifically, on private consumption all noted that it would be constrained by high 

household debt; the BOT expects durable goods spending to recover only in H2 2015. 

On private investment, all the three agencies noted that excess capacity in the sector 

remains a concern, but they expect the construction sub-component of private 

investment spending to be boosted by implementation of public infrastructure projects.  
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Fig. 1: Summary of GDP growth forecasts from key agencies 

 

Notes: *The BOT downgraded its 2015 GDP growth forecast on 26 September; **the FPO is set to downgrade its 2015 GDP forecast at the end of October; ***the NESDB will 
lower its forecast on 17 November 2014. Source: BOT, NESDB, FPO and Nomura Global Economics. 

Counting on public investment spending 

The official assessment of the growth outlook seems to hinge a lot on successful 

implementation of public investment spending plans. This spending will come from 

ongoing projects as well as from the THB2.4trn infrastructure plan (which all the 

agencies agreed was very similar to the infrastructure program under former Prime 

Minister Yingluck‟s government, with the exception of the high-speed rail).  

For 2015, the most widely discussed amount of total public investment disbursement is 

around THB100bn. This comes from the Public Debt Management Office‟s (PDMO) 

annual borrowing plan (released a few weeks ago), which allocates the same amount for 

public infrastructure projects. The thinking seems to be that this amount is realistic 

because it takes into account the progress that can be made by these projects over this 

period, because the PDMO only borrows (mainly from banks) when the projects are 

actually started and/or advancing further. Indeed, we understand from the government 

agencies that we met, that their 2015 GDP forecasts assume a disbursement rate of 80-

100% on this spending: the FPO assumes that THB100bn (0.8% of GDP) will be spent, 

while the BOT and NESDB expect around THB85bn (0.7% of GDP).    

However, we believe that the details suggest that as far as the impact on GDP growth is 

concerned, the actual stimulus may be much smaller. Not all of these projects represent 

new money, and those that are may be subject to a great deal of execution risks (Figure 

2). More than half of the THB100bn borrowing will be for projects that are already 

underway (and hence are already incorporated into our baseline forecasts). If you strip 

this out, of the remaining THB46bn around half will be spent by Thai Airways‟ acquisition 

of a new fleet of aircraft – which is interesting as this is not infrastructure spending, and 

certainly not spending made by the central government. Importantly, this will have zero 

impact on growth – it will fall under investment of equipment, which should be positive for 

GDP, but will also have to be recorded as imports.  

That leaves just THB22.2, which is broken down as THB7.9bn for inter-city rail network 

development and THB14.2 for improvements to the Bangkok and Metropolitan public 

transport network (including the construction of the green line of the MRT and more 

public buses). However, as we explain below, the former falls under the purview of the 

State Railway of Thailand (SRT), which needs to be reformed first. So, it seems 

reasonable to us that within the next 12 months these projects are unlikely to make much 

progress because of problems within the SRT. In terms of the THB14.2bn of spending on 

road and railway networks within Bangkok, these are channelled through other agencies 

and should be easier to handle. Applying a disbursement rate of 80% to these projects 

and 30% to those under the SRT (which we think is conservative) yields only around 

THB13.5bn of additional public spending to help boost growth in 2015. This is not far 

from the THB10bn of spending on infrastructure projects (part of the junta‟s THB2.4trn 

mega-infrastructure plan) embedded in our 2015 GDP growth forecast of 3.3%.   

 

 
 

% y-o-y

Previous Proposed revisions Previous Proposed revisions

Bank of Thailand (BOT)* 1.5% Cited clear downside risks 5.5% 4.8%

Fiscal policy office (FPO)** 1.5-2.5% 1.5-2% 4.3-5.3% 4.5-5%

National Social Economic 

and Social Development 

Board (NESDB)*** 1.5-2%

Lower than current range

3.5-4.5%

Likely unchanged but they 

are already lower than 

FPO and BOT

Nomura

2014 2015

1.1% 3.3%
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Fig. 2: List of public infrastructure projects and implementing agency, FY15 

 

Source: Public Debt Management Office (PDMO); Nomura Global Economics. 

One infrastructure expert was more optimistic that the junta‟s infrastructure plans could 

make more progress than the preceding plans, in large part because financing of all the 

projects will not be held up by a single financing bill that needs parliamentary approval, 

as was the case in the previous government. However, it was reiterated that the junta 

may yet to address the urgent need for reforms of the SRT, without which it will be 

difficult to expect SRT to make progress on these large-scale projects. The SRT is 

among the more inefficient state-owned enterprises (SOEs) with estimated debts of 

around THB100bn. This is expected to continue to mount up, in part due to obligated 

pension payments to its large workforce (12,000-14,000 employees), which enjoys a 

strong union. As a result, even projects that are well funded suffer delays because one of 

the ways the national government tries to force SRT to address its problems is by 

holding back disbursements. Unfortunately, a good portion of the junta‟s THB2.4trn 

infrastructure plan falls under the purview of the SRT.   
 

Implementing 

agency THBbn Nomura comments

Ongoing projects (not included in the THB2.4trn infrastructure bill) 54.1

Construction of Purple Line (Bang Yai – Bang Sue) 1.9

Construction of Blue Line (Hua Lumphong-Bang Khae and Bang Sue – Tha Phra) 14.6

Construction of Green Line (Baring-Samut Prakarn) 3.8

Construction of Red Line (Bang Sue-Rangsit) 15.5

Construction of Double Track (ChaCheung Sou - Khlong 19- Khaeng Khoi) 3.5

Track Strengthening 3.5

Improvement of Rail bridges 2.8

Railway Protection Fencing 2.1

New Locomotive Depot at Khangkoi 0.5

Rolling Stock (City line Airport Rail Link) 0.5

M & E and Rolling Stock for Red Line (Bang Sue - Rangsit) 3.4

M & E and Rolling Stock for Light Red Line (Bang Sue - Taling Chan) 1.9

Transport and Logistic Infrastructure Investment Plan 2015-2022 45.7

Inter-city Rail Network Development 7.9

Construction of Double Track (Prachuab Khiri Khan - Choomphon) 1.7

Construction of Double Track (Chira rd. - Khon Kaen) 2.5

Electronic Diesel Locomotive (20 Tonnes) 20 units 1.8

Electronic Diesel Locomotive 50 units 1.0

Freight Trains 308 units 0.1

Passenger Bogies 115 units 0.7

Improvement of Bangkok and Metropolitan Public Transport Network 14.2

Construction of Green line (Mochit-Saphan Mai - Khoo Khot) MRTA 5.9

NGV Buses

BMTA 8.3

Increase Air Transport Capacity 23.5

New Fleet of Aircraft THAI Airways 23.5

TOTAL 99.7

Therefore, of the total we expect 

only THB10bn in additional (i.e. 

new) spending.

We do not account for any new 

spending from SRT for this 

year. We only expect spending 

under current plans to continue.

We expect spending on this to 

be carried out this year at a 70% 

capital disbursement rate. The 

total amount from this is 

THB10bn.

This is easy to implement but on 

the GDP account will not have 

an impact because aircrafts will 

be need to be imported (i.e. a 

subtraction on the GDP 

accounts).

These projects are already 

included in our forecast at a 

70% disbursement rate and do 

not provide any additional 

stimulus.

MRTA

SRT

SRT
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Fig. 3: Investment plan for transport and logistics (2015-2022) 

 

Source: Ministry of Finance; Nomura Global Economics.  

Financing sources could also prove to be an impediment to more progress – given fiscal 

constraints, only 20% of these projects will be funded out of the government budget. The 

bulk will be from SOE borrowings (45%) and a significant portion is also projected to 

come from public-private partnership (PPP) schemes (Figure 4). Of these, the easiest 

and most cost efficient to tap, according to the PDMO, would be funding through the 

domestic market, while funding through PPP‟s is new territory for the agency as the PPP 

law was revised only a year ago. Previously, it was a concession law that let the 

government grants right to the private sector to use its resources, whereas the law now 

allows for more co-investment from both the public and private sector. As the experience 

in other countries shows (for example, the Philippines), even with more established PPP 

frameworks in place, projects can still face major delays. 

 
 

Fig. 4: Sources of funding for infrastructure projects 

 

Source: PDMO; Nomura Global Economics. 
 

Fig. 5: Projects by sector 

 

Source: PDMO; Nomura Global Economics. 
 

Overall, our meetings with the authorities suggest that they are more positive on the 

outlook for infrastructure spending next year, which is reflected in their baseline GDP 

growth forecasts. The biggest positive push factor was that the political environment is 

now more stable compared to H1 2014. However, institutional factors that continue to 

cause slower disbursement of infrastructure spending remain, such as government 

approval procedures and the lag between approvals and actual spending. A good 

example is how construction of one part of the red line of the MRT (which comes under 

the SRT) took two years to begin after all the approvals and funding had been secured. 

In addition, the PDMO noted that some projects are in the process of being bid, with the 

formal agreement likely to be drawn up in Q2 2015. This means that spending on these 

projects will likely start only in late H2 2015.  

Sectors Projects
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Standard gauge tracks (to neighbouring countries and China)
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NGV buses

Improve inner-city road networks/bridges

Road expansion intto 4 lane between cities and borders
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Custom facilities
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Airport (Survanabhumi/Don Muang/Phuket/Mae Sod)

Acquire new fleet

Air traffic management
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SOEs 
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The weak prospects for public infrastructure spending is one of the main headwinds to 

private investment, which, as we have been arguing for long time, is already facing 

excess capacity constraints (see Asia Chart Alert – Thailand: Still rising excess 

capacity…, 28 August 2014). However, the authorities also seem much more optimistic, 

including the BOT (more below). The Board of Investments (BOI) is more upbeat now 

than under the previous government, noting that realigning the BOI with the Prime 

Minister‟s Office (PMO) from the Ministry of Industry has led to swifter approvals. The 

BOI has yet to provide any official targets for 2015 investment approvals, but noted that 

Japan was likely to remain the key foreign player, and that the auto industry was going to 

remain key. There were some additional approvals pending for eco-cars, for example, 

which if approved could bolster the manufacturing sector.  

However, the BOI did highlight that labour supply remains one of the biggest issues that 

investors keep raising with them. This, they noted, would become a major constraint in 

the coming years if left aside by the government, which seems to be the case at the 

moment.  

Fiscal support remains muted 

There was widespread agreement that the recently unveiled fiscal stimulus package is 

unlikely to help much, in line with our view (see Asia Insights - Thailand: Stimulus 

package to have minimal effect, 3 October 2014).  The FPO itself noted that while it 

looked large on a headline basis, the bulk is focused on accelerating carry-over 

disbursement and capital spending in the FY15 budget. On the other hand, the 

components that represented new money in the package were seen as small, 

comprising of THB15bn from the „Strong Thailand‟ programme and THB40bn in one-time 

cash handouts to farmers (a total of THB55bn, or 0.4% of GDP). On the back of these 

farmer handouts, the FPO expects Q4 GDP growth to be close to 5%, but the impact will 

likely be short-lived in our view. For next year, the FPO sees the biggest driver of growth 

coming from public investment spending, which it believes will help crowd-in private 

investment spending. This is consistent with our view that without much progress from 

these public investments, the private sector is also unlikely to boost spending. 

Ironically, there was a lot of emphasis that there is plenty of fiscal space to stimulate 

growth. The government continues to highlight that even with the mega-infrastructure 

projects, public debt-to-GDP will remain well with the 60% limit (Figure 6). However, the 

FY15 fiscal deficit remains unchanged at 1.9% of GDP versus FY14 (Figure 7), which by 

our estimates would show only a mildly expansionary fiscal stance. There is no strong 

justification for keeping fiscal deficit levels relatively low, although from the FPO‟s 

standpoint this is seen as more expansionary compared to the previous government‟s 

fiscal framework which had in mind a medium-term fiscal consolidation agenda. So our 

sense is that a more expansionary fiscal policy is unlikely to be pursued. 

 
 

Fig. 6: Public debt, % GDP 

 

Note: Forecasts are from PDMO and the FPO. Source: Fiscal Policy Office; Nomura 
Global Economics.  
 

Fig. 7: FY14 and FY15 budget summary 

 

Source: CEIC; FPO; Nomura Global Economics.  
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Monetary policy: a long pause 

We remain comfortable with our view that the BOT will stay on hold for the rest of 2014 

and 2015. Our sense is that the BOT continues to see the current policy rate as already 

low and hence will remain supportive of growth. On the other hand, over the next few 

quarters, the recovery is unlikely to be strong enough to prompt the BOT to start thinking 

about hiking rates. If anything, in our view, growth will still likely disappoint official 

forecasts given how the BOT assesses the growth drivers next year. In particular, the 

BOT sees private consumption as still weak but is more upbeat on both public and 

private investment spending, which as we argue above, could be disappointing. Even if 

we are proven wrong, the BOT‟s forecast path only envisages a gradual narrowing of the 

output gap in H2 2015. In our view, this will only become apparent much later in the year 

(given data lags and assessing the sustainability of a recovery will take even longer), 

precluding any early policy action.    

The BOT continues to acknowledge the risk to its 2014 GDP growth forecast is to the 

downside, mainly on disappointing exports. For 2015, its forecast of a pick-up to 4.8% is 

based on domestic demand playing a bigger role, in particular both public and private 

investment. The BOT believes public investment spending will pick up given the return of 

a government, its plans to accelerate spending and the focus on infrastructure projects 

which it expects to move ahead. The BOT assumes THB85bn (0.7% of GDP) out of 

THB100bn budgeted infrastructure spending to come next year. 

Meanwhile, the BOT also expects private investment to rise on an improving business 

climate and pent-up demand being unleashed following the prolonged political disruption 

over recent months. Yet the BOT acknowledges that excess capacity will likely be a 

constraint, in line with our view, although it emphasizes that low headline capacity 

utilization rates have to be looked on a sector-by-sector basis as it is unlikely broad-

based. In addition, the weak export sector, which the BOT also sees as facing structural 

constraints, will also have some negative spill-over on overall domestic demand, in our 

view.
1
 

Another key reason we believe policy rate hikes are a long way off is that from a financial 

stability risk standpoint, the BOT does not seem to be overly concerned about the level 

of household debt, which is now at 83.5% of GDP (Figure 8). The BOT argues that this is 

not a cause of stress on the financial sector. Nonperforming loans (NPLs) are rising 

slightly, but remain at manageable levels; and it does not see a large and growing 

proportion of second- or third-time borrowers for house purchases. In addition, citing 

government survey data, the BOT believes that the sectors that maybe vulnerable, i.e., 

lower-income households, are not overly leveraged and are serviced by special financial 

institutions (SFIs), which tend to offer more flexibility for these households to meet 

obligations.  

Where the high debt levels on an aggregate basis will have an impact is on growth, as it 

could pose a drag on private consumption despite improving consumer confidence, 

according to the BOT. Yet this does not seem to be a consideration to cut rates either, 

with the BOT seemingly not buying the argument that lowering rates incrementally would 

help consumption given the high debt-servicing burden of 25-30%, and some portions of 

personal loans on fixed rather than floating rates (e.g., mortgages are fixed for a period 

of three years). 

Shifting the goal posts on inflation 

In terms of inflation, the fact that this was not mentioned at all in the last policy statement 

suggests that further disinflation is not a major concern of the monetary policy 

committee. In fact, in the minutes of that meeting, the first part was a discussion on the 

possible shift to the monetary policy target from core to headline CPI inflation, arguing 

that the environment for the transition is favourable. The timing of this shift is to set a 

new target for 2015, for which the required cabinet approval is expected to happen soon. 

The main reason for the shift is to improve communication as the public understands 

headline inflation better than core. This timing is preferred as inflation is expected to 

                                                           
1
 The BOT has specifically noted that supply-side constraints remain in the export sector as Thailand is a part of 

an old electronics supply chain that focuses on producing hard disk drives for PCs rather than solid-state drives for 

mobile phones and tablets. It did, however, note that Thailand remains competitive in the automotive supply chain. 
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remain stable: it may be under downward pressure due to weak demand conditions and 

the recent drop in oil prices, but this could be offset by energy price changes.  

The BOT believes this shift will not change its signalling of the monetary policy stance. 

Setting the CPI target at 3% +/- 1.5% will put its current 2015 forecast of 2.1% at the low 

end of that range, but this is the same as if it kept its core inflation target at 0.5-3.0% and 

its forecast at 1.3% (Figure 9). If the market sees it differently – i.e., the shift seen as 

signalling a more dovish stance because CPI at the low end of the new target would 

provide scope for the BOT to keep rates low (a view we hold) – the BOT's preferred 

response would be to enhance communication, which is the main goal of the shift in 

target in the first place, as opposed to delaying the shift to the new target. 

 
 

Fig. 8: Household debt 

 

 

Source: CEIC: Nomura Global Economics.  
 

Fig. 9: Headline and core CPI in the proposed new target 
range 

 

Source: CEIC; Nomura Global Economics.  
 

 

Energy reform: a priority, but timeline remains vague  

Our impression from the Ministry of Energy (MOE) was that energy reforms remain a top 

priority of the new government. However, the timeline for implementation remains 

unclear, in part because the National Reform Committee (NRC) has just been 

established. The initial mandate of this policy we gathered was two-fold. The first aspect 

relates to the privatization of PTT. While the Supreme Administrative Court ruled that a 

privatization was legal, there remain some issues given the conflict of interest between 

the government (the MOF in particular) and PTT. However, the new government has 

acknowledged that this conflict needs to be addressed and that political interference on 

PTT‟s operations needs to be reduced to make the company more accountable and 

profitable. In addition, the government is pushing through the 21st round of tenders for 

exploration and production2 as new sources of energy are needed given rapidly 

declining natural gas reserves.   

The second aspect of the energy reform mandate is to do with pricing policy, particularly 

of LPG, NGV and diesel. LPG usage became significantly important about 10 years ago, 

when global oil prices started to rise. Thai LPG prices for households are lower than in 

neighbouring countries (Figure 11), encouraging a sizable smuggling operation. This, the 

MOE acknowledged, needs to be corrected and is hence a key motivation for the 

reforms. 
 

                                                           
2 
Domestic gas reserves are running low and to boost exploration and reserves the government tenders out 

additional licenses. The 20th round of exploration opened to investor bids in 2007. Only five the 28 awarded blocs 

were found to be viable. 
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Fig. 10: Price structure of petroleum product in Bangkok (as 
of 17 October 2014) 

 

Source: Ministry of Energy; Nomura Global Economics. 
 

Fig. 11: Price of LPG for households in the region 

 

 

Source: “A Proposal on the Decentralization of the Tasks in the Liquid Petroleum Gas 

Price Compensation Policy for Low-Income Households by Local Government 

Organizations in Thailand”, 30 May 2014; Asian Social Science, Nomura Global 

Economics.  
 

In addition, losses have totalled about THB150bn for LPG over the last five years and 

about THB300bn for diesel over the past three years. The recent increase in LPG and 

NGV prices is a step in the right direction, but the amount is still very small and further 

upward adjustments need to be made. One such adjustment under discussion is to raise 

prices of LPG for households and transportation to match LPG prices for the industrial 

sector. Effective 21 October, the government announced that the prices of LPG for 

transportation would be raised by 5.8% to match LPG prices for households (i.e. 

THB22.63/litre). These, however, still remain below the price for the industrial sector 

(THB29.02/litre). There was no specific timeline provided to further raise LPG prices for 

cooking and the transportation sector, but the MOE did suggest to us that the process 

would have to be a gradual one. The price of diesel, gasoline and gasohol may also be 

adjusted. All these adjustments need to be given careful thought as they support 

logistical functions not just for consumers, but also industry.  

In terms of the oil fund, the MOE noted that the debt on the oil fund is not much of a 

fiscal concern (standing at THB4.2bn as of 28 September) and that it expects it to be 

back in the black by November. It still views the oil fund as a useful tool to cushion the 

volatility from global oil prices on the economy and, given that the rules around it are 

stringent, the fund is not prone to abuse. 

Politics: concerns beneath the surface 

 We gathered the following seemingly widely held views which, overall, suggest some 

caution on the underlying political dynamics beyond the near term. 

Elections look unlikely to happen late next year and it remains unclear what the new 

timeline is. Initially Prime Minister Prayuth noted that elections could be held by October 

2015 but recent headlines citing him suggest that it could be pushed out to early 2016. 

The timeframe for the elections will also in large part depend on the introduction of the 

new constitution, which is expected to be drawn up by July 2015.  

Some argued, however, that the election is no longer the key potential flashpoint 

because it is seen as a likely less meaningful democratic process. So what is really more 

important to watch is the new constitution which would define that process. A referendum 

on this new constitution was viewed unlikely, as, at its heart, it is likely to see an increase 

in the number of appointed (as opposed to elected) members of the lower and upper 

houses and a commensurate curtailing of the power of the electorate, which is unlikely to 

garner majority support.  

This also leads to the question of how long the current government is looking to stay in 

power. The interim constitution requires the NRC to pass the new constitution within a 

year and pave the way for elections. But if the NRC fails to do so, the government can 

appoint a new one, the drafting process starts again, and the government stays on. The 

constitution drafting committee is scheduled to be picked by the NRC at the end 

November. Wider governance considerations and the overall stability in the country are 

likely to play a significant part in determining timelines.  

The risk of protests in the near term is widely seen as low. Since the military takeover on 

22 May, it has systematically kept a lid on activities of the opposition, particularly the red 

shirts. The red shirts, for their part, have largely remained in wait-and-see mode, and 

appear not to have received any directives from Thaksin to take action. A common belief 

THB/kg Retail price

LPG (Low income household) 18.1

LPG (cooking) 22.6

LPG  (automobile) 22.0

LPG (industry) 29.0

LPG price for household USD/kg

Thailand 0.6

Cambodia 1.4

Laos 1.4

Vietnam 1.8
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was that Thaksin has been particularly quiet in recent months because there are likely 

some behind-the-scenes negotiations taking place – although it is not clear at this point 

whether this is being done directly with the military government. We were unable to 

categorically ascertain whether such talks are taking place, but it is worth noting that the 

delay in the impeachment hearings of the former House speakers and of ex-Prime 

Minsiter Yingluck herself is taken by some of our interlocutors as a reflection of such 

negotiations. 

As we move into 2015, the political situation is expected to become more fragile, as 

frustrations with the military regime grow, both from within the military and the broader 

public, including Bangkok residents. The military regime, which is being seen as more 

deliberate in not clamping down on Thaksin supporters in order not to stoke the potential 

for unrest, may be running the risk of alienating its own support base, i.e., the upper- and 

middle classes in Bangkok. The introduction of the wealth and inheritance taxes which 

would hurt the rich more (the junta's support base) could be exacerbating this.  

Furthermore, a disappointing recovery (which as we argue above is likely) and risk of 

economic mismanagement is one other likely source of frustration. In addition, any 

negotiations with Thaksin, if confirmed, could upset some key supporters of the junta and 

the more hawkish anti-Thaksin elements of the civilian political establishment, which 

would deepen the divide. The military is also seen as slowly trying to reverse 

decentralisation by suspending the elections of local councillors and administrators, 

which is likely to prove unpopular in the north of the country, in particular.        
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