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Sovereigns Update - Global Risks & Outlook for Regional Economies

Asia-Pacific Sovereign Trends 

• APAC generally resilient to global 
energy shock, but some sovereigns 
remain vulnerable

• AI boom leads to strong exports, but 
comes with risks

• Fiscal support and a rise in bond 
yields could delay consolidation

Thailand Compared with Peers

• Outlook on ‘BBB+’ rating revised to 
Stable from Negative

• Increased confidence in broadly 
stabilizing government debt/GDP

• Nominal growth stronger than expected 
and policy predictability has improved 

Global Economic Outlook

• World growth holds up well in face of 
the energy price shock

• Global monetary policy outlook has 
shifted after Fed regime change

• Global bond yields move higher
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World Growth Slowing Down in Face of Oil Price Shock  
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Oil Price Forecast $87 Annual Average in 2026
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AI-Related IT Capex Boom Causing Surge in Semiconductor Demand 
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Central Banks Face Challenge of How to Respond to a Supply Shock  
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Global Bond Yields Move Higher
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Outlook for Asia-Pacific
Region More Resilient than Expected to Global Energy Shock, Offset by AI-Boom

What to Watch

 AI Boom supports growth in the region, but comes with risks

 Prolonged global energy shock remains a risk; some sovereigns vulnerable

 Continued uncertainty on US tariffs

 Fiscal support and a rise in yields leads to delayed consolidation

 Geopolitical risks: US-China tensions; South China Sea; India-Pakistan

Overview APAC Ratings and Outlooks

Source: Fitch Ratings

Investment Grade Sub-Investment Grade

Australia AAA Stable Vietnam BB+ Stable

Singapore AAA Stable Uzbekistan BB Positive

New Zealand AA+ Negative Nepal BB- Stable

Macao AA Stable Turkmenistan BB- Stable

Taiwan AA Stable Bangladesh B+ Negative

Hong Kong AA- Stable Kyrgyzstan B Stable

Korea AA- Stable Mongolia B+ Stable

China A Stable Pakistan B- Stable

Japan A Stable Sri Lanka B- Stable

Malaysia BBB+ Stable Laos CCC+ N/A

Thailand BBB+ Stable Maldives CCC- N/A

Indonesia BBB Negative

Kazakhstan BBB Stable Foreign-currency rating actions in 2026:

Philippines BBB Negative Positive action

India BBB- Stable Negative action
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AI Exports Offset Negative Impact of Energy Shock

0

20

40

60

80

100

120

140

160

00 02 04 06 08 10 12 14 16 18 20 22 24 26

Semiconductor Sales
(USDbn, 3mma)

World Asia-Pacific

Source: Semiconductor Industry Association, Haver Analytics, Fitch Ratings

-20

-10

0

10

20

30

40

50

60

2
0

1
7

2
0

1
8

2
0

1
9

2
0

2
0

2
0

2
1

2
0

2
2

2
0

2
3

2
0

2
4

2
0

2
5

2
0

2
6

APAC ASEAN Korea & Taiwan

APAC Merchandise Exports
(3mma % yoy)

Source: Fitch Ratings, National Authorities, Haver Analytics



12

Strong Data Centre Investment 
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Energy Shock Poses Inflation Challenge, but APAC Showing Resilience
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China – Strong Externally Oriented Activity, Weak Domestic Demand 
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Policy Rates and Yields Mostly Up
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Currency Depreciation, but Generally Stronger FX Reserves Buffers
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Spending Pressures Likely to Delay Fiscal Consolidation 
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POSITIVE FOR THE RATING

 Macroeconomic: Material improvement in medium-term economic 
growth prospects without a significant rise in non-financial private-
sector debt.

 Public Finances: Confidence in the government debt/GDP ratio 
falling significantly over the medium term, for instance due to 
strong progress in fiscal consolidation.

NEGATIVE FOR THE RATING

 Public Finances: Failure to stabilise government debt close to 
current levels, for example due to insufficient deficit reduction, 
could lead to a revision of the Outlook to Negative. A further 
substantial rise in government debt could then lead to a 
downgrade.

 Macroeconomic: A deterioration in medium-term growth 
prospects, for instance from continued weak tourism receipts or a 
decelerating investment momentum, or persistent deflationary 
pressures.

Outlook Revised to Stable from Negative; Rating Affirmed at ‘BBB+’ 

BBB+

BBB
Sovereign Rating 

Model

Macro Public FinancesStructural External Finances

- - - +1

Foreign Currency 
Rating

Qualitative
Overlay

OUTLOOK CHANGE TO STABLE

 Government Debt Should Stabilise: General government 
debt/GDP is more likely to stabilize over the medium term, even 
though the government has stepped up near-term spending

 AI-Boom Offsets Energy Shock: Tourist arrivals are down, but AI-
related investment and higher consumption related to government 
support should underpin growth to some extent 

 Political Uncertainty Reduced: Coalition government seems to 
have a stronger grip on power than its recent predecessors, 
providing a better position to implement medium-term policies
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Thailand – Growth Holding Up, Despite Global Energy Shock
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Thailand – Iran War Impact through Tourism and Inflation
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Tourist Arrivals by Source Market
(% of 2019 level)
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Thailand – Slower Growth than Regional Peers
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Thailand – Weakening of Public Finances
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Thailand – Lower Financing Costs a Strength

0

5

10

15

20

25

V
ie

tn
a

m

T
h

ai
la

n
d

P
h

il
ip

p
in

e
s

M
a

la
y

si
a

In
d

o
n

e
si

a

In
d

ia

2026F BBB Median

Source: Fitch Ratings

Government Interest Payments
(% of revenue)

0

5

10

15

20

25

30

35

40

T
h

ai
la

n
d

M
a

la
y

si
a

In
d

ia

V
ie

tn
a

m

In
d

o
n

e
si

a

P
h

il
ip

p
in

e
s

2026F BBB Median

Source: Fitch Ratings

Public Foreign-Currency Debt
(% of total)



25

Thailand –External Finances a Strength 
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Thailand – Governance Indicators Lagging Peers 
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