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THAILAND ELECTIONS 

Summary 
Thailand will hold its general elections on 3 July 2011. At present, Prime Minister Abhisit Vejjajiva’s Democrat Party leads the 
government in a coalition of seven parties, although they have fewer seats than the largest party Puea Thai, linked to fugitive ex-
Prime Minister Thaksin Shinawatra.

We see three possible broad outcomes:

1) Puea Thai wins enough seats to form a government 
2) Democrats win less seats than Puea Thai but form government with coalition parties
3) Democrats win enough seats to form a government

We are short term cautious in Thailand ahead of the elections, as we view the election results too close to call. While we like 
valuations of Thai banking and property sectors on a fundamental basis, political risks may weigh on performance in the short 
term. We believe that the second scenario outlined above (Democrats form the government with coalition parties) is the most likely, 
followed closely by the first scenario (Puea Thai forms the government) and the lowest probability tied to an outright win by the 
Democrats. With that, we view the risk-rewards not attractive enough for the market to outperform. The market has underperformed 
recently as political risks re-emerge, and is likely to trade sideways until there is more clarity on the election outcome.

If the Democrats form the government without major post-election disputes by the Red shirts, we would see weakness in the 
market as opportunity to buy stocks with good medium term earnings visibility from improved political climate such as banks and 
consumer. However, we will be more cautious should the Puea Thai lead the government as lingering political uncertainty could 
weigh on performance of the market and the valuation discount to the region could widen. 

Thailand Elections 
Thailand will hold its general elections on 3 July 2011. At present, Prime Minister Abhisit Vejjajiva’s Democrat Party leads the 
government in a coalition of seven parties, although they have fewer seats than the largest party Puea Thai, linked to fugitive ex-
Prime Minister Thaksin Shinawatra. Having come into power with the backing of the military after Thaksin and his party were ousted 
in a series of interventions from late 2006, the Democrats’ mandate to rule has been the bone of contention between Thaksin 
supporters ‘Red shirts’ and the government, culminating in clashes between protesters and the military with the last major riot 
ending in violence last April – May. 
 
At this point, polls are mixed and the results too close to call whether the incumbent Democrat party will continue to form the 
government or will there be a shift of power to Thaksin’s Puea Thai party. Based on public opinion surveys, opposition Puea Thai 
party appears to be gaining popularity, led by Thaksin’s sister Yingluck Shinawatra. Another factor adding to the uncertainty is the 
allegiance of other smaller parties.
 
We see three possible broad outcomes:

1) Puea Thai wins enough seats to form a government 
In recent surveys, the likelihood has risen that Puea Thai may win enough seats to form the government either by itself (by winning 
majority of the seats) or with coalition parties. The market may take this negatively due to heightened medium term political risks.  
There are fears that a Puea Thai-led government will be unstable due to potentially unfavorable reactions from the military, as Puea 
Thai’s priority seems to be demanding a pardon for Thaksin. 
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2) Democrats win less seats than Puea Thai but form government with coalition parties
If the Puea Thai emerges as the largest party but is unable to form the government, then the second largest party (likely the 
Democrats) will have the chance to form the government with other parties. In the short term, there could be some uncertainty while 
the parties negotiate with smaller parties, and possibility that the ‘Red shirts’ riots again, questioning the election results.  

We view this outcome as medium term positive as continuity in government is good for consumer and business confidence. This 
should see some medium term political stability as the elections would give Democrats some form of mandate even if it has less 
seats than the Puea Thai.

3) Democrats win enough seats to form a government
An outright win by the Democrats would be positive for the market as political stability would return with Red shirts having little 
cause to dispute the mandate of the government.

Outlook and Strategy
We are short term cautious in Thailand ahead of the elections, as we view the election results too close to call. While we like 
valuations of Thai banking and property sectors on a fundamental basis, political risks may weigh on performance in the short 
term. We believe that the second scenario outlined above (Democrats form the government with coalition parties) is the most likely, 
followed closely by the first scenario (Puea Thai forms the government) and the lowest probability tied to an outright win by the 
Democrats. With that, we view the risk-rewards not attractive enough for the market to outperform. The market has underperformed 
recently as political risks re-emerge, and is likely to trade sideways until there is more clarity on the election outcome.

While we do not see major economic policy differences between the two main parties, we expect politics to be an important factor 
in driving economic growth and market performance. Political instability may lead to de-rating of the market relative to the region, 
as consumer and business sentiment turn sour on fears of further protests and possible military intervention. After the last military 
coup in 2006, Thailand’s economic growth was lower than other Southeast Asian economies and the market traded at a deep 
valuation discount to the region.   

Over the last twelve months, the Thai market’s discount to the region has narrowed as the perception of the political situation 
improved and the economy delivered strong GDP growth, riding on the back of recovery of global trade. Current valuations are no 
longer as attractive on a relative basis and the Thai economy is also facing global headwinds of a soft patch and rising inflation in 
the coming quarter.

If the Democrats form the government without major post-election disputes by the Red shirts, we would see weakness in the 
market as opportunity to buy stocks with good medium term earnings visibility from improved political climate such as banks and 
consumer. However, we will be more cautious should the Puea Thai lead the government as lingering political uncertainty could 
weigh on performance of the market and the valuation discount to the region could widen. 
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Important Notice & Disclaimers 

This publication shall not be copied or disseminated, or relied upon by any person for whatever purpose. The information herein is 	
given on a general basis without obligation and is strictly for information only. This publication is not an offer, solicitation, 	
recommendation or advice to buy or sell any investment product, including any collective investment schemes or shares of companies 
mentioned within. Although every reasonable care has been taken to ensure the accuracy and objectivity of the information 
contained in this publication, UOB Asset Management Ltd and its employees shall not be held liable for any error, inaccuracy and/
or omission, howsoever caused, or for any decision or action taken based on views expressed or information in this publication. 
The information contained in this publication, including any data, projections and underlying assumptions are based upon certain 
assumptions, management forecasts and analysis of information available and reflects prevailing conditions and our views as of the 
date of this publication, all of which are subject to change at any time without notice. UOB Asset Management Ltd (“UOBAM”) does 
not warrant the accuracy, adequacy, timeliness or completeness of the information herein for any particular purpose, and expressly 
disclaims liability for any error, inaccuracy or omission. Any opinion, projection and other forward-looking statement regarding 
future events or performance of, including but not limited to, countries, markets or companies is not necessarily indicative of, and 
may differ from actual events or results. Nothing in this publication constitutes accounting, legal, regulatory, tax or other advice. 
The information herein has no regard to the specific objectives, financial situation and particular needs of any specific person. 	
You may wish to seek advice from a professional or an independent financial adviser about the issues discussed 
herein or before investing in any investment or insurance product. Should you choose not to seek such advice, you 
should consider carefully whether the investment or insurance product in question is suitable for you.
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