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Uttama sees changed landscape ahead

WICHIT CHANTANUSORNSIRI

Thailand’s investments in railways,
electric trains and the Eastern Eco-
nomic Corridor (EEC) will change the
country’s economic and infrastructure
landscape in the next 5-10 years, says
Finance Minister Uttama Savanayana.

Apart from transport infrastructure,
splashing money into digital infrastruc-
ture will facilitate financial services and
ease of doing business, Mr Uttama
told audiences at Thailand Focus
2019 hosted by the Stock Exchange
of Thailand.

The EEC is the government'’s flag-
ship project to spur private investment,
boost growth and transform Thailand
into a high-tech economy rather than
one reliant on cheap labour.

Despite massive investment in
infrastructure projects, fiscal spend-
ing remains under the framework
of the Fiscal Responsibility Act, Mr
Uttama said.

Under the act that went into force
in April 2018, the government's debt
liabilities are capped at 35% of esti-
mated revenue for that fiscal year, the
ratio of public debt to GDP must not
exceed 60%, debt liabilities are capped
at 15% of annual budget, and foreign-
denominated public debt must not
exceed 10% of the overall public debt
and 5% of exports and services.

Public debt, which is a common
indicator ofthe government’s solvency
capability, was 6.88 trillion baht at the
end of June, down from 6.98 trillion
baht the preceding month. The ratio

of public debt to GDP fell slightly to
41.3% at the end of June from 42% a
month earlier, according to data from
the Public Debt Management Office.

Mr Uttama said the attractiveness
ofinvestment in Thailand is second to
none, given the country's geographical
advantage and open economy.

The government has paved the way
for local and foreign investment, he
said, adding that private investment is
crucial in the context of skill and exper-
tise transfers.

Hefty big-ticket investment in infra-
structureis viewed as a strength to make
Thailand an attractive destination for
foreign investment against the back-
drop of an economic downturn in sev-
eral countries.

Thailand’s credit rating has improved
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with the recentincrease in credit rating
outlook to positive from negative by
Fitch Ratings and Moody'’s Investors
Service because of a solid fiscal position
and investment in economic develop-
ment, Mr Uttama said.

The International Institute for
Management Development recently

upgraded Thailand from the 30th
spot in 2018 to 25th, its highest rank-
ing in 15 years. Thailand ranked third
in Southeast Asia, following Malaysia
(unchanged in 22nd place) and Singa-
pore, which topped the regional chart
and ranked first in the world, up from
third last year in a straight swap with
the US.

The Board of Investment is explor-
ing methods to encourage invest-
ment, while the Finance Ministry has
amended laws to improve transparency
and adopted an electronic channel and
innovation to accommodate tax pay-
ments, Mr Uttama said.
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CHAIN LINKS

Thai Customs is the second government
agency in Asean to adopt a blockchain system
to track shipments and share information. BS

Blockchain easing customs process

Thailand second in
Asean to use system

KOMSAN TORTERMVASANA

The Customs Department is the second
g{WE rmmment ElgEl'lC:,r in Asean to Hd(}pt
a blockehain-based shipment tracking
and information sharing platform to
streamline procedures.

The department is working with
IBM Thailand Co and logistics pro-
vider Maersk on the adoption of the
platform, called TradeLens, which will
support the Thailand 4.0 policy.

Already introduced in Singapore,
TradeLens is a digital trade platform
thatenables efficient and accurate con-
tainer tracking and information shar-
ing among platform members.

TradeLens, jointly developed by AP
Moller-Maersk and 1BM, digitalises
formerly paper-based shipping pro-
cesses, resulting in instantaneous and
immutable end-to-end data.

Patama Chantaruck, vice-president
for Indochina expansion and manag-
ing director of IBM Thailand, said the
implementation of blockchain tech-
nology in various forms will benefit
all stakeholders in the global logistics
ecosystem, driving the modernisation

of trade at the national, regional and
international levels.

“TradeLens will provide the Thai
Customs Department with an auto-
matic and immutable tracking tool,
which willlead to a more secure, trans-
parent, efficient and simpler workflow,
with near real-time information shar-
ing from a diverse network of ecosys-
tem members,” Ms Patama said.

In her words, the platform will let
customs authorities receive shipping
data as soon as containers leave the
port of origin, giving officials more time
to prepare to receive shipments and
enabling more efficient and thorough
inspections for fraud and forgery.

The platform also helps ensure more
consistent and transparent revenue
collection processes, Ms Patama said.

Blockchain technology could poten-
tially boost trust among trading part-
ners because the record of all transac-
tions is shared within the network and
permissioned parties can access the
data in real time,

More than US$16 trillion (490 tril-
lion baht) worth of goods are shipped
across international borders each year,
with some 80% transported by the
ocean shipping industry.

Some 200 documents are exchanged
in each shipment, and 300 people are
involved in each shipment for the
world’s trading ecosystem.

TradeLens will provide the Thai Customs
Department with an automatic and immutable
tracking tool, which will lead to a more secure,
transparent, efficient and simpler workflow.

PATAMA CHANTARUCK
Managing director, IBM Thailand

Paper-based procedures are said to
have created a number of pain points
throughout the global supply chain
system, including inaccurate informa-
tion, delays caused by data inputand a
lack of transparency.

Chuchai Udompote, principal
adviser on the development of the
Customs Incentive System for the Cus-
toms Department, said the agency has
worked with IBM on TradeLens since
last October.

The platform will be implemented at
Laem Chabang port in Chon Buri first
and later at Bangkok port.

Mr Chuchai said the platform will
let the department and related groups
access real-time information, expedit-
ing processes and cutting costs.

TradeLens will also create greater
transparency and customer satisfac-
tionand align with the country's efforts
to promote trading and economic sta-
bility by facilitating ease of doing busi-
ness, he said.
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Headline: Consumption tallies July dip

ECONOMY

Consumption tallies July dip

WICHIT CHANTANUSORNSIRI

Domestic consumption was gloomierin
July, weighed down by retaliatory tariffs
between the US and China as well as
the country’s lingering drought, says
the Fiscal Policy Office (FPO).

Value-added tax (VAT) revenue, a
proxy of domestic consumption, fell by
9.1% year-on-year in July, compared
with a 5.6% contraction in the previ-
ous month.

For the seven months through July,
VAT collection shrunk by 0.5% from a
year earlier.

The VAT slump in July could be
attributed to a high base effect because
of a special factor, said fiscal policy
adviser Pornchai Triraveja.

VAT imposed on imported goods
plunged to -0.3% for January to July,
while VAT receipts from product and
service consumption rose 1.1% for
the period.

VAT on consumption started to fall
in July, while it increased by 1.7% year-
on-year for the first three months and
0.4% in the second quarter.

He said the drought is expected
to fizzle as the water volume
increases, though external headwinds
remain murky,

A 1,000-baht cash handout for
spending at specified destinations
outside home provinces is estimated to
spur domestic spending and boost the
country’s economic growth by 0.1-0.2
percentage points, said Mr Pornchai.

The cash giveaway, expected to
cost 20 billion baht, is a part of a raft of
stimulus measures worth 316 billion
recently approved by the cabinet.

The drought is
expected to fizzle
as water volume
rises, though
external headwinds
remain murky.

PORNCHAI TRIRAVEJA
Fiscal policy adviser

The Finance Ministry estimates the
stimulus package will help this year's
economic growth reach 3.5%, com-
pared with 3% without a stimulus.

Under the scheme, 10 million Thai
travellers visiting tourism destina-
tions outside of their home provinces
are eligible to get 1,000 baht each for
spending.

To be eligible for the handout, Thais
aged 18 and up are required to sign up
at the Tourism Authority of Thailand's
website from Sept 23 to Nov 15,

Despite the decline in VAT collec-
tion, other indicators of domestic
consumption still rose in July, with a
17.5% surge in imported consumption
products, a 0.8% increase in passenger
carsales, an 11.5% jump in new motor-
cycle registration.

Imports of durable goods, which
reflect private investment, swung back
to grow 9.9% year-on-year in July from
June’s 12.6% contraction.

Commercial pickup sales shrunk ata
broader pace 0f2.4% in July from 0.2%
in June, and the contraction of local
cement sales was jumped to 4.5% in
July from 3.4% in June.

Meanwhile tax revenue on property
transactions fell by 6% from a 15.7%
contraction in the preceding month.
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Public debt isn’t always a bad thing

MAKING SENSE
Wichit

Chantanusornsiri

he global economic slowdown,
as a result of the ongoing Sino-
US trade tensions, has hit the
Thai economy hard.
Thailand's annual GDP growth
projection for this year was recently
reduced to about 3% from a previous
estimate of about 4%. The government
has had to roll out a new 316-billion-
baht stimulus package to boost the
economy by allocating money from

the current budget to finance several
cash-handout measures and requesting
state-run financial institutes to offer low-
interest loans for farmers and small and
medium-sized enterprises (SMEs).

The new measures may help vulner-
able groups survive impact of the slug-
gish economy. Given that we don't know
how long this crisis will last and whether
it will get worse, there is a need for the
government to have back-up budgets as
reserves for emergency use in the future,

Fortunately, Thailand's current public
debt per GDP ratio of 41.28% still leaves
room for government borrowing to
finance stimulus packages. From 2008
to 2018, the public debt-to-GDP ratio
remained stable at around 40%.

The ratio is lower than the 59.22%
in 1999 and 59.98% in 2000, in the

aftermath of the 1997 Asian financial
crisis — levels which were deemed risky
for the state's fiscal sustainability. Under
the Finance Ministry's regulation, public
debt must not exceed 60% of GDP.

After 1997, the Public Debt Manage-
ment Office (PDMO) enhanced the effi-
ciency of the country’s monetary market,
which has become an effective domestic
lending source. This has enabled the
government to seek domestic lending
sources when needed.

The PDMO earlier estimated that the
debt-to-GDP ratio could peak at 48.18%
by 2022, if economic growth for this year
stands at 4-5% and there is continuity in
state investment, especially in infrastruc-
ture projects.

However, with the global economic
slowdown, a recession is expected to
take place in the next six to 12 months,
As aresult, Thailand's economic growth
will be below the previous estimate.
Consequently, low growth will push the
debt-to-GDP ratio upward.

Additionally, once there is a sign of an
impending recession, the government
will usually seek loans to finance more
stimulus packages which in turn, will
push the public debt ratio to a higher
level.

Under such circumstances, the
government should not run a balanced
budget. Over the past two decades, pre-
vious Thai governments opted for fiscal
policy measures to deal with economic
crises by implementing capital injection
programmes to boost the economy.

The Prayut Chan-o-cha government is
doing exactly the same thing with its new
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cash-handout packages.

The government will spend 14.6 bil-
lion baht this month and next month to
give out additional monthly allowances
of 500 baht to 14.6 million low-income
welfare cardholders.

A sum of 5 billion baht will also be
spent on an additional monthly allow-
ance of 500 baht for the elderly for the
same period.

The handouts also include a measure
to boost domestic tourism by giving a
1,000-baht cash giveaway to anyone trav-
elling outside their home province.

It is estimated that 10 million people
will sign up for this initiative and the
state will have to spend 20 billion baht to
cover it.

This means the government will have
to spend up to 50 billion baht just to
finance these cash handouts.

Moreover, it is expected that the
government will have to spend up to 40
billion baht to cover other stimulus pro-
grammes, such as price guarantees and
subsidy schemes for farmers,

Gen Prayut’s stimulus packages also
include low-interest loans for farm-
ers and SMEs from state-run financial
institutions. However, these measures
will only likely succeed in boosting the
economy on a short-term basis.

In order to bring about sustainable
economic growth, stimulus packages
must be designed to ensure long-term
increases in people’s incomes.

As such, Thailand needs to acceler-
ate domestic and foreign investment
by capitalising on the strong ratings it
recently received from Moody’s Investors
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Service and Fitch Ratings which raised
Thailand’s outlook to “positive” from
“stable”. Moody’s Investors Service cited
the government'’s good financial status
and investment programmes to attract
foreign investors as the key reasons for
its rating.

This year, the International Institute
for Management Development's (IMD)
World Competitiveness Centre also
upgraded Thailand'’s ranking to 25th
spot among 63 countries in all aspects —
except efficiency of the business sector. It
is an increase of five spots and Thailand’s
best ranking on the index in 10 years.

Therefore, the government must
use its strength in these areas as selling
points to attract foreign investment, ata
time that many other countries are also
experiencing the impact of the global
economic slowdown.

Such investments can help gener-
ate jobs and increase incomes across
Thailand. Consequently, this would help
narrow the income gap.

The use of fiscal measures is neces-
sary to ensure that Thailand is prepared
for more sluggish economic growth in
the future. These measures can help
stabilise the Thai economy to ensure that
it has sufficient strength to kick start and
maintain rapid growth once the world
economy picks up speed.

However, we must not forget that
there should be sufficient fiscal stocks
reserved for any unpredictable circum-
stances in the future.

Wichit Chantanusomnsiri is a senior
economics reporter, Bangkok Post.
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Q3 exports poised for biggest drop

Recovery possible in
last quarter, says KTB

DARANA CHUDASRI

Exports are set to experience the biggest
drop of the year this quarter, marred
by rising Sino-US trade tensions and
relocation in the global supply chain,
says a KTB economist.

“Every country has beenreeling from
the effects of the trade war, resulting

in lower imports and investment,” said
Jitipol Puksamatanan, chief market
strategist of the global markets group
at Krungthai Bank. “Countries have
begun halting production and altering
their supply chain.”

KTB forecasts annual shipments to
contract by 1% this year, assuming GDP
growth of 3%.

Despite growing pessimism, exports
could recover in the fourth quarter as
completed relocation of production
bases helps rev up a new round of
exports, Mr Jitipol said.

The last time annual exports

contracted wasin 2015, whenshipments
plummeted by 5.6% year-on-year.

That dismal figure was attributed to
the global economic slowdown, low oil
and farm prices, competitive currency
devaluation and Thailand'’s structural
economic problems — namely, labour-
intensive manufacturers shifting their
production base to neighbouring coun-
tries for cheaper costs.

In 2019, exports unexpectedly rose
for the first time in five months in July,
up 4.3% year-on-year, largely boosted
by higher shipments of gold as a safe-
haven asset.

ButJuly’s exports of key commodities
and industrial iterns were still in the red.
For the first seven months, exports
fell by 1.9% from the same period last
vear to US$144 billion, generating a
trade surplus of $4.053 billion.
Somchai Jitsuchon, research director
for inclusive development at the Thai-
land Development Research Institute,
said the 2020 US election and China’s
future response will determine the out-
come of the Sino-US trade dispute.
Further observation has to be made
of whether other trade partners of the
USwilladopt an anti-US policy, he said.
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LOWER RATE POSSIBLE

With the baht’s value continuing to
remain strong and the slowdown
hampering confidence among con-
sumers and investors, further easing
of monetary policy could help shore
up growth momentum.

The benchmark interest rate could
be reduced to 1% in 2020, with a
25-basis-point cut likely in December
and another cut projected in nextyear’s
first half, Mr Jitipol said.

But there should be other tools, such
as taxing capital inflows or adopting a
spectrum of interest rates, to manage

economic conditions, he said.

Thailand’s economy is not expected
to fall into a recession over the next two
years, but there are signs of concern
such as high household debt, income
shock from contracting exports and
lower tourist arrivals, higher lending
through savings cooperatives, and loos-
ened lending rules for large corpora-
tions, Mr Somchai said.

“If left unaddressed, these could turn
into a minor Tom Yum Kung financial
crisis and possibly usherin a recession
in the future,” he said, referring to the
Asian financial meltdown of 1997.
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