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Minister suggests arrivals
unlikely to meet forecast

WICHIT CHANTANUSORNSIRI

The number of international tour-
ists next year might be lower than the
Finance Ministry’s forecast because
of the impact of the Omicron corona-
virus variant, said Finance Minister
Arkhom Termpittayapaisith.

The ministry projects seven million
foreign tourist arrivals next year, up
from the forecast of 200,000 for this year.
There were around 40 million tourist
arrivals in 2019.

Last week the Bank of Thailand’s
Monetary Policy Committee said
it reduced its foreign tourist arrival
outlook for 2022 from 6 million to 5.6
million, in line with the central bank's
existing assessment regarding down-
side risks for tourism amid higher
uncertainties for an outbreak.

Arrivals should gradually improve in
the second half of next year.

The tourism industry, which contrib-
uted up to 20% of GDP during boom
years, plummeted to 1.79% of GDP
during the first half of 2021, largely as
aresult of border closures.

The ministry predicts the country’s
economic expansion to reach 1% this
year before rising to 4% next year.

Mr Arkhom said if there is another
lockdown to bring down the infection
rate to zero, this could cost the economy
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The country has to
maintain a balance
between public health
and the economy.

ARKHOM TERMPITTAYAPAISITH
Finance minister

dearly. Therefore, the country has to
maintain a balance between public
health and the economy, Mr Arkhom
said after presiding over the Govern-
ment Savings Bank’s launch of a new
loan campaign yesterday.

The launch of the loan of 5 billion
bahtis aimed at creatingjobs. The loan
targets small merchants and street ven-
dors as well as independent jobs such
as taxi drivers.

The scheme offers between 50,000
and 300,000 baht per person, with an
interest rate of 3.99%. The instalment
period is five years with a grace period
for principal and interest payment
during the first six months.
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CONCERN OVER TAX ON SHARE SALES
The planned tax on share sales could cost the
Stock Exchange of Thailand (SET) the title of
the most liguid stock market in Asean. B2

Sales tax seen hitting SET liquidity

Concerns are being expressed that market
competitiveness will be a casualty of the planned
taxation on share sales, write Nuntawun
Polkuamdee and Wichit Chantanusornsiri

he planned taxation on share

sales may cost the Stock Exchange

of Thailand (SET) the title of the

most liquid stock market in Asean

nextyear as itwill greatly decrease

the market’s competitiveness, said Paiboon

Nalinthrangkurn, chairman of the Federation

of Thai Capital Market Organizations (Fetco).

The taxwill raise both transaction costs for

investors and fundraising costs for Thai com-

panies, and consequently propel investors to

seek higher returns in other markets, he said.

Mr Paiboon said the taxation rate of 0.1%

is quite high as it is equal to the stock trading
commission fee.

When combined, the total cost of stock

trading will edge close to 0.2% of transaction

value and may drive speculative and short-
term investors, including investors with high
frequency trading that are mostly foreign
investors who trade with programs to seek
other markets with lower costs.

The migration of these foreign investors
and speculators will cause the Thai bourse’s
daily turnover to decline from the current
level which now stands at 90 billion baht
per day.

Issuers may also have to offer higher
returns or do more international roadshows
toattractinvestors, which will result in higher
fundraising costs.

Besides the tax, another factor that
will lower liquidity and increase volatil-
ity in the Thai market in 2022 is the Fed-
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eral Reserve'’s tapering of its quantitative
easing programmes.

The decrease in asset buybacks and money
injection will cause liquidity in the stock mar-
kets to plunge and result in capital outflows
from the stock market to safe-haven assets,
Mr Paiboon said.

In addition, there will be a bigredemption
of the long-term equity fund (LTF) with the
partial maturity of around 40-50 billion
baht in 2022 that will also result in a drop
in liquidity.

“With many factors threatening to shrink
the bourse’s liquidity, we disagree with the
taxation as it’s notgood timing to do so,” said
Mr Paiboon.

Therdsak Thaveeteeratham, executive

An investor
monitors stock
prices displayed on
an electronic board
at a securities
brokerage.
PORNPROM
SATRABHAYA
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vice-president of Asia Plus Securities, said
if calculated from the SET’s current daily
trading turnover of about 90-94 billion baht,
the Finance Ministry will gain revenue of
about 20 billion baht per year from the share
sales tax.

With decreased competitiveness, hedge
funds may also exit the market as transaction
costs go higher.

“The timing for the tax collection is not
right,” said Mr Therdsak.

Recently, Finance Minister Arkhom Term-
pittayapaisith said the ministry might slap
the tax on share sales by individual inves-
tors in the SET in 2022 to generate addi-
tional revenue.

This financial transaction tax has been
on the books since 1991, but has always
been waived.

Last week Revenue Department director-
general Ekniti Nitithanprapas said mostindi-
vidual investors would not be affected by the
planned financial transaction tax.

Mr Ekniti said that the department was
studyving a plan to implement this tax,
based on the principle it would not impact
small investors.

The departmentis considering the value of
the share sales to be exempted from the tax.
It could be either a monthly limit of 1 million
baht or 3 million baht.

Mr Ekniti said 80% of SET stock investors
sell shares valued at less than 1 million baht
monthly, while around 90% of total inves-
tors sell shares worth less than 2.5 million
baht monthly.

The financial transaction tax is 0.1% and
would be applied to the amount exceeding
the sales value limit, said Mr Ekniti.

For example, if the sales value exceeds the
limit by 1,000 baht, only that 1,000 baht is
taxed, creating a tax bill of only one baht. If
the sales value limit is exceeded by 1 million
baht, the tax would be 1,000 baht.

In addition to the 0.1% transaction tax,
investors are also subject to a related local
tax. This means the investors subject to the
tax must pay a total of0.11% of the share sale.

The financial transaction tax is expected to
generate an additional 15-20 billion baht for
state coffers per year, Mr Ekniti said.
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The decrease in asset
buybacks and money injection
will cause liquidity in the stock
markets to plunge and result in
capital outflows from the stock
market to safe-haven assets.

PAIBOON NALINTHRANGKURN
Chairman, Federation of Thai Capital Market
(rganizations
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