Thai Restaurant &

Café Business
Agenda

- Restaurant Business Conditions & Trends
- Thailand Restaurant Business :
SMEs’ competition and business opportunities

- Restaurant business Market Overview
Business Research

November 2023

L_I-_I BANK V;aj%)



Thailand’s Restaurant Business

Restaurant Market Value in Thailand, 2021 Major Players
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* Full service refers to a dining establishment in which the staff is SFAA
prepared to provide assistance throughout the dining experience, ﬁ@k @ @ 2
including fine and casual dining, restaurants, food parks, Chinese Nz 2018

restaurants, etc. CPF Wﬂ" K @ Kichen

* Limited/Quick Service refers to a restaurant where customers must
approach the counter to place their food order. These types of m e m

restaurants operate in a self-managed manner, similar to many fast-

food establishments. i 303
« Café/Bar refers to food services that focus on selling beverages &P o ‘ s? @ PATIC

(both alcoholic and non-alcoholic) may be accompanied by food or
desserts. But generally, more than 50% of their revenue comes from Rp
selling beverages, such as Amazon, Starbucks, etc.
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Restaurant Business are expected to continue expanding in 2023 due to the recovery of domestic % Restaurant Business
economic activity and the return of foreign tourists. Nevertheless, the business still encounters
persistent cost pressures, especially from raw materials, electricity, cooking gas, and wages.
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Share Of Revenue From Food And Beverage Sales Share Of Revenue From Offline And Online Sales Top 5 provinces with the highest number of
in Restaurant restaurant & beverage operating firms (2022)
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Casual Dining Restaurant (with Delivery) Industry Supply Chain#
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Focus on Full-Service
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Restaurant Business : Full-Service Overview

%YoY Growth Rate of Full-Service Restaurant Business ® The full-service restaurant market size is expected to grow
. . 11.8%YoY in 2023 and continue to grow at 9.8%YoY in 2024.
30 - M Chain (275%) I Non-Chain (73%) fotal 21.0 18'319 P Due to important positive factors resulting from the resolution
20 : . 012'4 118 116 og of the COVID-19 situation, the tourism sector recovered, and
10 - 553129 3.64.13.9 7.2 : the number of foreign tourists continued to increase. In
0 . .. addition, in 2024, domestic purchasing power is expected to

receive positive factors from stimulus measures, including the

10 133 digital wallet scheme and the increase in the minimum wage,
-20 '_18 3 -16.7  \on-chain 3.6 20 12.0 resulting in an increase in Thai tourists.
-30 -25.0 . Total 3.4 -0.3 10.8

303 283 o However, the business is still threatened by the slower than
40 2018 2019 2020 2021 2022 2023E 2024E expected recovery of Chinese tourist arrivals. Due to China's

Index (Avenue)

Note: () Share by number of firms, 2021

Business resilience after the COVID-19 crisis

economic problems and the violence that occurs among
Chinese people while traveling in Thailand, On the other hand,
raising the minimum wage will increase costs because the

2019=100 restaurant industry has a high proportion of workers who rely
120 on low wages.
100 /Chain When dividing firms into Chain and Non-Chain groups, it was
found that the Chain group was less affected during the
30 \Total _ economic downturn of the COVID-19 crisis due to higher capital
Non-Chain and liquidity. When the economy recovers, the Chain group
60 will recover faster than the Non-Chain group due to the
flexibility of investment, allowing the acquisition of technology
40 to increase business potential, such as the use of robot waiters
2019 2020 2021 2022 2023E 2024E and ordering tablets to solve labor cost problems.
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Thailand’s Tea and Coffee Shop Industry Value Chain: Overview
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Restaurant Business : Café Overview

%YoY Growth Rate of Café Business
40 - MM chain (37%) B Non-Chain (63%) Total 199
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The market value of the café business is expected to grow by
14.0%YoY in 2023 and continue to grow by 12.8%YoY in 2024.
In addition to the supporting factors from the recovery of the
tourism sector after the outbreak of the COVID-19 virus and
the measures taken by the government to stimulate domestic
consumption, it is also the result of consumers turning their
attention to the café that is more unique and has a unique
story. Such as a cafe that uses coffee beans from local people, a
shop that has many types of coffee beans, or a shop that
designs photo corners for sharing stories on social media, etc.

Overall, the café business was severely affected during the
epidemic because most of the operators were non-chain cafes,
causing them to not have enough liquidity to adapt in a fragile
economic situation. However, chain cafes were found to be less
affected and able to recover faster compared to non-chain
cafes due to having high levels of capital and liquidity, along
with having brand royalty, making them able to adapt well in
times of crisis.

The café business will continue to face risks from intense
competition, especially SMEs that must compete with large
chain cafes that are continuously expanding new branches.
Meanwhile, the government's policy of raising the minimum
wage will increase the cost of doing business.

L H B A N K Q7ca g) Source: LH Business Research analysis based on data from Statista.



Policies to Support Restaurant Business

The government is implementing policies to stimulate the economy, both to reduce costs and to increase people's
purchasing power. This will help the restaurant business to recover.

The visa-free policy for tourists from India and Taiwan until 10 May 2024 is part of a plan to boost
tourism and the economy. Earlier, the government agreed to grant visa exemptions to tourists from
China and Kazakhstan, which will run until 29 February 2024.

The increase in the wage rate will increase purchasing power. The new wage rates will be
submitted to the Cabinet for approval and will be implemented by the end of this year. However, it
will be less than 400 baht per day and will vary in each province.

Economic stimulus measures such as the 10,000-baht digital wallet, which will start in May 2024
4 and about 50 million people will be eligible for a 10,000-baht handout, and the handout can only be
used to buy food and consumer goods.

Reducing the cost of energy for the last four months of the year, which is one of the main

production costs for most consumer goods, will help ease the cost of living for people and reduce
costs for businesses.
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Factors influencing Thailand’s Restaurant Business

Tailwind

- The tourism sector, which continues to recover gradually,
is having a positive impact on the business. It is expected
that the number of Thai and foreign tourists will increase,
with the number of foreign tourists expected to reach
approximately 34 million* in 2024, which will help distribute
money to the restaurant business in tourist destinations and
stimulate private consumption to continue to expand.

- Adjustment of service to limited service to reduce
business costs and labor costs to support changes in
consumer behavior after COVID by focusing on takeaway
customers, including home food delivery.

- Domestic economic activity returning to normal has led to
more consumers engaging in activities outside the home.
This includes going out to eat. This has had a positive impact
on restaurants, especially those in shopping centers.

- The government has implemented economic stimulus
measures to increase people's purchasing power and reduce
costs, which will help to stimulate domestic consumption.

Headwind

- The cost of doing business continues to rise, including
wages, raw material costs for cooking and energy,
impacting profit margins. As a result, some restaurant
operators have increased prices for food and services.
However, further price increases are limited. This is because
the purchasing power of the consumer is still fragile.

- The restaurant business is highly competitive due to the
ease of doing business and the large number of players,
which means that they have to compete with large
restaurants or chains, while general restaurants that don't
have a selling point may find it difficult to adjust prices. In
addition, consumer behavior is changing rapidly. There are a
variety of channels for shopping, and they are looking for
convenience and speed. This will make competition even
more intense. As a result, entrepreneurs must constantly
adapt to consumer needs.
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Restaurant Industry : Market Overview

Based on selected TSIC groups (in 2022), Thailand's Restaurant Business was valued at 634,238.57 million baht,
with large enterprises accounting for 81.87% of the market share. This is followed by SME with 9.13% and micro
with 9.00%.

Share of Restaurant Business Value by firm size
(56302, 56101)

Market Value (L, smg, micro)= 634,238.57 Mn THB
Total Firms = 23,293 Firms

519,234.84
ieth

I Total Revenue (Million Baht)
Net Profit (Million Baht)

Micro
(10,299 Firms)  9.00%
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SME with revenue of 50-500 MN THB
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Restaurant Industry : Market Overview

56302 : Beverage serving activities in store, of mostly non-alcoholic
beverages

56101 : Restaurants activities

Market Value = 15,104.06 Mn THB
Total Players = 1,648 Firms

I Total Revenue (Million Baht)
I Net Profit (Million Baht)

9,175.18

4,039.83
Potential Target*
.:‘. ..... 1 88905 .............. .,“-
: 476  * 120.91
Large (2 Firms) ". SME (9 Firms) s Micro (838 Firms)

Market Value = 619,134.51 Mn THB
Total Players = 21,645 Firms

510,059.66

Potential Target*

I Total Revenue (Million Baht)
B Net Profit (Million Baht)

53,057.11

56,017.74
19,393.02
e 29919
Large (59 Firms) "ereennn SME(A34FiMS) L

-4,108.74
Micro (9,461 Firms)
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Restaurant Industry : Loan Outstanding

56302 : Beverage serving activities in store, of mostly non-alcoholic 56101 : Restaurants activities
beverages
Loan Size = 1,364.66 Mn THB Loan Size = 36,038.54 Mn THB
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