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Average household debt hits 9-year high

INCREASE OF 20 PER CENT TO BT298,005 PER FAMILY, BUT LOAN SHARKS SHUNNED

PETCHANET PRATRUANGKRAL
THENATION .-

AVERAGE household debt has
reached the highest level in nine
years at Bt298,005 per family, surg-
ing 20 per cent from this time last
year, due to slow recovery of the econ-
omy and the rising cost of living,
according to a survey by the
University of the Thai Chamber of
Commerce. ‘
- However, the UTCC does not see
this as a worrisome situation, as the
survey found that debtors have been
* moving away from underground
lenders towards regulated financial
institutions.

“Thai debtors have shifted to sys-
tematic loans from banks and other
regulated financial institutions, show-
ing that people will not suffer greatly
from unfair creditors. People have also
borrowed only when it is necessary
for durable goods and for getting a
better quality of life, including hous-
es and cars” said Thanavath
Phonvichai, director of the UTCC’s
Economic and Business Forecasting
Centre.

The survey of 1,221 respondents
conducted from September 1-12
found that 85.7 per cent were in debt.
It also indicated that household debt
has been rising steadily for the past 10
vears, since a similar survey in 2006.

Last year, debt per household was
found to be Bt248,004.

This year, monthly debt-servic-
ing costs average B114,889, accord-

‘ing to the survey. Of this, 62.3 per

cent goes to financial institutions and
37.7 per cent to underground loan
providers. Last year, 48.7 per cent
went to financial institutions, and
51.3 per cent to loan sharks. '
According to the Bank of
Thailand, total household debt cur-
rently accounts for 82 per cent of
gross domestic produoct. Thailand
has one of the world's highest house-
hold debt levels, Thanavath said.
However, rising household debtis
not perceived as a major worry as




people have tended to borrow to
improve their standard of living,
while enterprises have borrowed for
investment and expansion.

Otherloansinclude borrowing for
investment, buying vehicles or
homes, credit-card payments, and
maintenance of vehicles and resi-
dences.

Some groups of debtors should be
concerned, the survey said, includ-
ing farmers and low-income people,
as they have to borrow more just to
cover rising daily expenses. Many
people are having cash-flow prob-

- lems mainly because their incomes
are not keeping pace with the rising
cost of living, he said.

Because of this, the government,
employers and employees need to
recognise that the minimum wagein
some provinces may need to increase
to cover higher costs, and in some
areas it may need to be frozen. Some
employers have also felt the impact
of the slow economic recovery and
cannot take on higher costs.

Thanavath suggested that the
appropriate minimum wage would
be Bt15-Bt20 higherthan the current
Bt300 per day, depending on the
supply oflabourinessential employ-
mentareas. Increasing the daily min-
imum wage to Bt360 is not suitable
in this period.

He said the household-debt situ-
ation could improve next year if the
economy grows by more than 4 per
cent. ’
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‘Household debt at new height

Reckless policy and
slow growth at fa}ﬂt

PHUSADEE ARUNMAS
PAWEE SIRIMAI o \
¥ i

Average household debtin the year to date
has risen by 20.2%, the highest growth in
nine years, according to a survey by the
University of the Thai Chamber of Com-
merce (UTCC).

Thanavath Phonvichai, director of the
UTCC’s Center for Economic and Business
Forecasting, said the latest poll of 1,221
respondents found the biggest increase
in household debt since the survey began
in 2008,

Average debt has risen to 298,000 baht -
per household from 248,000 baht at the
end of 2015. .

The key difference is the growth rate this
vear, Mr Thanavath said. o

“Since we started conducting surveys
the initial growth was 2.2% and has since
risen in single digits, with the most sig-
nificant increase in 2013 with 12% growth,
compared with 5.7% in 2012, he said.
“Even though the growth rate has been in
double digits ever since, it had peaked at
16% growth in 2014.” :

+Mr Thanavath said the figureisno cause -
tor alarm at the moment, as thére hasbeen—
a significant shift in the source of borrow-
ing, between financial institutions and
loan sharks.

Maost respondents (62%) said they have
borrowed from financial institutions, while
the percentage of those whoe borrowed
from non-formal sources of funds, such
as loan sharks, has fallen to 38%, the lowest
in nine years.

“Most debt came from three types of
lenders, including auto leasing, housing
loans or extending credit lines for working
capital to use in business opgrations,” Mr
Thanavath said. g

The respondents have faced rising

Leaflets adverlising quick toans can be found alt over Bangkok. Growth in cutstanding

household debt has risen sharply in the year to date. WICHAN CHAROENKIATPAKUL

household debt since 2013, mainly due to
the first-time car buyer and homebuyer
schemes introduced by Yingluck Shi-
nawaira's government.

The resulting rise inhousehold debt has
remained upti now,

The rice-pledging scheme has been
more detrimental, creating expectations
of future income streams that could not
be achieved.

Consequently, they were confident in
borrowing from hire purchase schemes for
goads such as cars, electrical appliances
and expensive smartphones.

“The consequences of these policies
on household debt remain, and this year's

sluggish economy reduced availability of .

cash for small-business operators, which
further induced borrowing,” Mr Thanavath
said. “That’s why debts shot up”

The figure is not yet a concern, as the

majority of the debts are cwed to finan-
cial institutions, with assets such as
cars, houses or heavy machinery used
as collateral.

“Despite the high growth rate of the
debt, the risks of default that might affect
the banks’ non-performing loan would be
limited,” Mr Thanavath said.

Thailand’s swelling household debt
has dampened consumption and eco-
nomic growth,

Household debt in 2015’ final guarter
climbed to 11 aillion baht or 81.5% of GDP,
an increase from 10.8 trillion or 80.8% of
GDP in the third guarter.

“We are among the top 10 nations with
the highest household debt in the world,
which creates a real obstacle for economic
development, and in the long term com-
merciat banks will find it increasingly dif-
ficukt to provide loans because of the high

60




10ig detxt

® Averagedebt | 168517

*Year to date

188,774

57 -
53.6% 504%
L464% | 496%

| 219158 | 248004 | 298,005
161, 132 | 202
50.1% 487% 62.3%
499% |  513% f 70
{Unit: Bant)

Source: University of the Thai Chamber of Commerce

. risks,” Mr Thanavath said.

He sald that even if household borrow-
ing continues over the next three years,
household debt is not likely to become a
serious problem:.

“So far, we can see that the governmment
is moving in the right direction as they con-
tinue to encourage borrowers to access the
formal lending system rather than become
hapless victims of loan sharks as seen in
previous years,” Mr Thanavath said.

He said that if the government can
boost GDP growth to 4% a vear, then the
ability to repay debt of households will
consequently rise in line, especially given
that their main purpose of borrowing is
1o facilitate business operations, a need
which will subside along with the growth
of economy.

Central bank governor Veerathai Santi-
prabhob said the Thai economic recovery

POSTgraphics

is expected to continue at a gradual pace
for the second half of the year, but the
country is facing greater external risks.

He referred to the rate-seiting commit-
tee’s statement in saying that Thailand, in
the coming period, will be facing higher
risks from the fragile global economic
rebound and uncertainties from monetary
policies of major advanced economies.

“Looking at the MPC'’s statements, we
[the central bank] clearly stated that we are
ready to use monetary policy if the eco-
nomic conditions turn out to vary from our
estimations, especially from external risks
that may be higher than we expected,” Mr
Veerathai said.

He said the Thai economy will also be
facing a spate of internal risks, namely
the continuation of private consumption
and non-performing loans in the bank
ing sector.
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