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1. Gross Domestic Product

Overview
Final Goods and Services

Exclusion of Used Goods and Paper Transactions
Exclusion of Output Produced Abroad by Domestically Owned Factors of Production

2. Calculating GDP

The Sum of Value-Added Approach 
The Expenditure Approach

The Income Approach

3. Nominal versus Real GDP

Calculating Real GDP

Calculating the GDP Deflator
The Problems of Fixed Weights

4. Limitations of the GDP Concept

GDP and Social Welfare
The Underground Economy

Gross National Income per Capita
5. Applications
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GDP forecast down to 1.8% reflecting flood impact

September number pressure mainly from severe flood disruption

• The overall Thai September economic numbers slowed in most major 
categories, especially in the consumer, export and tourism sectors, 
pressured mainly by the severe flood crisis and the slowdown in global 
economies.

• Consumers saw the private consumer index (PCI) slowing from +5.4% yoy in 
August to 5.0% yoy in September (-1.6% mom), depressed by lower 
agricultural revenue after floods damaged many farm areas. 

• The investment sector saw the PII expand well at +8.5% yoy, slightly down 
0.3% mom. 

• However, the September business confidence Index fell significantly from 
52.2 points to 48.5 points reflecting the negative future investment outlook.

• The foreign sector saw September export numbers grow 18.4% yoy for a 
significant decline from +28.4% yoy in August due to shrinking electronics 
exports along with the slowdown in global economies, while the import 
sector grew continuously by +42.6% yoy from +45.9% yoy in August. 

• Tourism saw a seasonal slowdown with 23.5% yoy growth (1.5mn arrivals) 
vs 35.7% yoy growth in August. This led to a small current account surplus 
of just US$0.4bn, lower than market estimates of US$1.1bn.

Research by: Chaiyachoke Suwisuttangkul , KimEng – May Bank (Thailand) 



Last quarter's economic numbers tend to slump

• From the prolonged flood crisis and the suspension 
of many industrial manufacturing, especially in auto 
parts and electronics, with a 2-month estimated 
rehabilitation, will halt any product launches before 
a return to normal operations in 1Q12. 

• Hence, we believe a significant slump in the Thai 
economy in the rest of the year in the consumer, 
investment, export and tourism sectors, the main 
Thai economic drivers, cannot be avoided. We 
project the Thai GDP will fall 2.8% yoy vs 4.5% yoy
expansion in 3Q11.



GDP revision to 1.8% with 2012 maintained at 3.5%

• The most severe floods in past 50 years are 
impacting the consumer, investment and export 
sectors. 

• We have revised down our 2011 GDP forecast from 
3.3% to 1.8% (providing the government can drain 
all floodwater by the end of November with limited 
damage in the east), and have kept our 2012 GDP 
unchanged at 3.5% vs the BoT estimate of 2.6% and 
4.1%, respectively. 

• However, we believe the BoT will cut their 2011 
GDP forecast downward, as well, at the 30 
November MPC meeting as flooding impact 
becomes more severe and with the also rising 
negative signals from the economic numbers.
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2. Calculating GDP 

The Income Approach

Net National Product = GNP – Depreciation

National Income = NNP - Indirect taxes less Subsidies
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GDP, GNP, NNP and National Income, 2007

Dollars

(Billions)

GDP 13,841.3

Plus:  Receipts of factor income from the rest of the world + 817.5

Less:  Payments of factor income to the rest of the world − 721.8

Equals:  GNP 13,937.1

Less:  Depreciation − 1,686.6

Equals:  Net national product (NNP) 12,250.5

Less:  Statistical discrepancy − 29.4

Equals:  National income 12,221.1

Note:  Numbers may not add exactly because of rounding.
Source: U.S. Department of Commerce, Bureau of Economic Analysis.
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National income: total income earned by households

= Compensation of employees

+ Proprietor's income

+ Corporate profits

+ Net interest

+ Rental income
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National Income, Personal Income, Disposable Personal Income, and Personal Saving, 2007

Dollars

(Billions)

National income 12,221.1

Less:  Amount of national income not going to households − 561.6

Equals:  Personal income 11,659.5

Less:  Personal income taxes − 1,482.5

Equals:  Disposable personal income 10,177.0

Less:  Personal consumption expenditures − 9,734.2

Personal interest payments −262.8

Transfer payments made by households −137.1

Equals:  Personal saving 42.9

Personal saving as a percentage of disposable personal income: 0.4%

Note:  Numbers may not add exactly because of rounding.
Source: U.S. Department of Commerce, Bureau of Economic Analysis.
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USA’s GDP and National Income 
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National Income, 2007

Billions of

Dollars

Percentage of National 

Income

National Income 12,221.1 100.0

Compensation of employees 7,874.2 64.4

Proprietors’ income 1,042.6 8.5

Rental income 65.4 0.5

Corporate profits 1,598.2 13.1

Net interest 602.6 4.9

Indirect taxes minus subsidies 961.4 7.9

Net business transfer payments 94.2 0.8

Surplus of government enterprises −14.5 −0.1

Note:  Numbers may not add exactly because of rounding.
Source: U.S. Department of Commerce, Bureau of Economic Analysis.
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USA’s GDP on Expenditure
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Nominal GDP: GDP measured at current prices

Real GDP: GDP measured at constant prices

Implicit GDP Deflator: A measure of the general price level = 

(Nominal GDP / Real GDP) * 100

Economic Growth Rate = Percentage change of Real GDP 

Inflation Rate = Percentage change of Implicit GDP Deflator

GDP per Capita: Real GDP / Population

3. Nominal versus Real GDP
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A Three-Good Economy

(1) (2) (3) (4) (5) (6) (7) (8)

GDP in GDP in GDP in GDP in

Year 1 Year 2 Year 1 Year 2

in in in in

Production Price Per Unit Year 1 Year 1 Year 2 Year 2

Year 1 Year 2 Year 1 Year 2 Prices Prices Prices Prices

Q1 Q2 P1 P2 P1 x Q1 P1 x Q2 P2 x Q1 P2 X Q2

Good A 6 11 $0.50 $0.40 $3.00 $5.50 $2.40 $4.40

Good B 7 4 0.30 1.00 2.10 1.20 7.00 4.00

Good C 10 12 0.70 0.90 7.00 8.40 9.00 10.80

Total $12.10 $15.10 $18.40 $19.20

Nominal GDP
in year 1

Nominal
GDP

in year 2
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Nominal GDP: year 2 output at year 2 prices = $19.2

Real GDP: year 2 output at year 1 prices = $15.1

Implicit GDP Deflator = (19.2/15.1)*100 = 127.2

Growth Rate = [(19.2 – 15.1) / 15.1]*100 = 27.1%

Nominal versus Real GDP
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4. Limitations of the GDP Concept

The Underground Economy

Income form illegal goods and services

• Gambling, drug trafficking, prostitution

Income from legal goods and services not reported to IRS

• Cash transactions 

• Self-employed activities

Problems of having a large value of discrepancy 
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Source: The Size of the Shadow Economy for 25 Transition Countries over 1999/00 to 2006/07: What do we know?, Friedrich Schneider, 

Department of Economics, Johannes Kepler University of Linz, A-4040 Linz-Auhof, Austria
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4. Limitations of the GDP Concept

GDP and Social Welfare

Society is better off when crime decreases; however, a decrease in 

crime is not reflected in GDP.

An increase in leisure time is an increase in social welfare, but not 

counted in GDP.

Most non-market and domestic activities, such as housework and 

child care, are not counted in GDP even though they amount to 

real production.

Externalities of production and consumption (e.g., air pollution, 

water contamination) are not included in GDP.
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Per Capita Gross National Income for Selected Countries, 2006
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Source: http://visualizingeconomics.com/2006/01/04/gdp-per-capital-vs-gini-index/

Definition of Gini index 
(a measure of income inequality)

0 = equal distrubution

100 = one person has everything

L-shape pattern � unexpected 
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35Source: http://www.worldbank.org/depweb/beyond/global/chapter2.html
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Source: 

http://visualizingeconomics.com/2

011/10/25/2008-income-share/
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Countries Gini Coefficient Survey Year 

Hong Kong 0.525 2001

Australia 0.352 1994

Canada 0.331 1998

France 0.327 1995

Germany 0.283 2000

Japan 0.249 1993

South Korea 0.316 1998

Singapore 0.425 1998

Sweden 0.250 2000

Taiwan 0.326 2000

United Kingdom 0.360 1999

United States 0.408 2000

Source : Worldbank (2004)
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1981 1986 1991 1996 2001

Gini

coefficient 
0.451 0.453 0.476 0.518 0.525

Source: http://www.scribd.com/doc/328232/United-Nations-Gini-Coefficient

Gini Coefficient of Hong Kong 
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