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‘Shaky’ 6 months ahea

But Pichai says GDP
target still in sight

WICHIT CHANTANUSORNSIRI

Thailand’s economy will likely expe-
rience “turbulence” for six months,
during which the government will roll
out proactive measures to help cush-
ion any negative impacts, Deputy
Prime Minister Pichai Chunhavajira
said yesterday.

Mr Pichai, also the finance minister,
blamed the expected instability mainly
on avolatile global economic situation.

“There’s been a major global shift,
triggered by US President Donald
Trump'’s tariff policy, which has
impacted all economies,” he said.

“However, we believe the world will
eventually adjust and co-exist under
the new conditions,” he said. “But in
the short term, we expect a tempo-
rary economic downturn, which still
requires a further assessment.”

Currently enjoying a trade surplus
with the US, Thailand will seek to rebal-
ance its trade relations as much as pos-
sible by importing more goods from the
US, particularly agricultural products
such as maize and fish for processing
into animal feed, Mr Pichai said.

Thailand will also increase the
volume of its imports of US energy
products if their prices remain com-
petitive, he said.

As for stimulating domestic recov-
ery, the government plans to support
more foreign investments in Thailand,
with a focus on high-tech sectors that
integrate Thai supply chains, he said.
This means, he said, the government
will be more selective in choosing

foreign investments.

In the public sector, government
investment will be directed towards
solving structural issues such as flood
and drought management, which
range from small to large scale, he said.

A proposed entertainment complex
scheme, which legalised casinos will
be allowed to be part of, remains on
the cards as it is hoped to help boost
national revenue, he said.

“If there are no major disruptions,
it is still believed that Thailand’s GDP
can grow by over 3% this year,” said
Mr Pichai, adding Thailand is still on
the right track to achieve its initial
economic growth target, despite the
global situation.

First-quarter GDP growth is initially
expected to exceed 2.5%, possibly
nearing 3%, but now that the impact
of the US tariff policy has caused global
markets to falter, a global economic
slowdown may be more apparent by
the third quarter, if the uncertainty
continues, he said.

“Therefore, Thailand now requires
contingency plans which could be
immediately implemented when
needed,” he said.

Mr Pichai said the government's
planned investments need to be care-
fully prioritised, and it should only
allow urgent investments to be imple-
mented amid the expected instability.

Among other measures prepared
is a proposed expansion of the “Khun
Su, Rao Chuay” household debt relief
programme, which will be submit-
ted to the cabinet in June or July, he
said. In the new phase of the project,
where debtors who pay off 10% of their
debt will have the remaining amount
forgiven by financial institutions, the
eligible debt threshold will be raised
from 5,000 bahtto 10,000 baht, he said.

Commenting on the Bank of Thai-
land’s lowering of the policy interest
rate by 0.25%, he said the cut should
be used to shore up investment.

The Fiscal Police Office (FPO),
meanwhile, has revised the country’s
GDP growth forecast for 2025 down to
2.1%, citing the economic impact of
Mr Trump's tariff policies. However,
if the US eventually choose to impose
onlya 10% tariff on Thaiimports rather
than the announced 36%, Thailand’s
GDP could rebound to 2.5%, said FPO
director-general Pornchai Thiraveja.

Now that Thailand'’s economic out-
look hangs in the balance, what the
government needs to do is expedite
the dishursement of the 2025 fiscal
budget, said Mr Pornchai. For fiscal
year 2025, the government aims for a
disbursement rate of 94.4%, with cur-
rent expenditure targeted at 101% and
capital investment at 74.8%, he said.
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VAT mulled
for firms with
less revenue

B1.8m threshold
may be erased

WICHIT CHANTANUSORNSIRI

Finance Minister Pichai Chunhavajira
yesterday floated an idea of collect-
ing value-added tax (VAT) from busi-
nesses with an annual income below
1.8 million baht to boost state income
and reduce budget deficits.

Currently, businesses with an
annual income of that amount or
higher are required to pay VAT in
addition to other taxes.

The finance minister proposed
introducing “VAT Category 2" as
adopted in some European countries.
If businesses with annual earnings of
1.5 million baht pay 1% VAT, it would
generate an additional 200 billion
bahtin revenue.

According to Mr Pichai, young
entrepreneurs tend to report income
below the 1.8-million-baht threshold
to avoid VAT obligations and to pay
only personal income tax.

A business with an annual income
of 1.5 million baht is allowed to deduct
expenses at 60%, with the remaining
amount subject to personal income
tax, and this results in an annual tax
payment of just over 10,000 baht.

By expanding the VAT base, the

News ID: C-250502001020 (2 May 25/05:18)
9 Dataxet Limited | 888/178 Ploenchit Road, 17" Floor, Mahatun Plaza Building, Lumpini, Patumwan, Bangkok 10330, THAILAND

Y, 02-253-5000, 02-651-4700 5 02-253-5001, 02-651-4701

government would be able to reduce
the budget deficit to 3.5% of GDP from
4.4% at present, he said, adding the
increase in revenue could be spent
on investment projects.

Mr Pichai said cutting down on
expenditure is difficult due to fixed
costs, particularly the salaries of
nearly three million civil servants, so
new revenue sources must be found.

Currently, the government'’s tax
revenue collection stands at only
15.5% ot GDP, compared with the peak
level of 17%.

Onincreasing domestic purchasing
power, he said one approach would
be to resolve household debt, which
is estimated at 16.4 trillion baht. Of
this amount, 1.2 trillion baht is classi-
fied as non-performing loans affecting
about 5.4 million debtors.

Mr Pichai said 3 million of 5.4 mil-
lion debtors owe less than 100,000
baht each, and the ministry plans to
clear these debts within three months.

For those with NPLs exceeding
100,000 baht, he said financial insti-
tutions will be asked to restructure the
debt, while the ministry will provide
soft loans to support them.

Moreover, Mr Pichai said the gov-
ernment aims to raise income for
the country’s 28 million farmers by
improving rice production efficiency.
He added that reducing rice cultiva-
tionareas by 15 million rai would help
cut supply and drive up market prices.
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Govt to buy
more LNG
from the US

BANGKOK POST AND REUTERS

The government aims to increase the
amount of liquefied natural gas (LNG)
purchased from the United States from
1 million tonnes to 2.2 million tonnes
annually within five years, according to
Finance Minister Pichai Chunhavajira.

The move is among a number of
measures the government plans to
introduce to reduce its trade surplus
with the US in the hope of persuad-
ing Washington to cut the steep 36%
tariff it threatens to impose on imports
from Thailand.

National oil and gas company PTT
has already signed a 15-year contract
with US suppliers for 1 million tonnes
of LNG per year, worth US$500 million
(16.7 billion baht), starting in 2026.

The country imports about 10 mil-
lion tonnes of LNG each year, mainly
from the Middle East, for power plants
and other uses.

About 60% of all the natural gas
used in Thailand is imported, com-
pared with 90% of crude oil, Mr Pichai
said yesterday.

Mr Pichai, who is also a deputy
prime minister, discussed other steps
Thailand would propose when it opens
trade negotiations with Washington.
The talks were postponed from April
23, reportedly after Washington asked
Bangkok to resolve some unspecified
“issues”

In addition to measures to ease the
trade imbalance with the US, Thailand
will offer assurances that it will not
manipulate its currency — a charge
Washington levels against many coun-
tries — to gain a trade advantage.

Negotiators will also outline propos-
als to resolve the problem of exported
products with fake certificates of origin,
Mr Pichai said. Goods to be exported to
the US must have at least 40% of local
content, he added.

While the Thai economy is expected
to encounter temporary “air pockets”
due to the impact of tariffs, aligning
its tariffs more closely with those of its
trade competitors will help.
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Moody’s cuts outlook for banks

SOMRUEDI BANCHONGDUANG

Moody’s Ratings (Moody’s) yester-
day changed the outlook of seven
Thai financial institutions to negative
from stable.

They are Bangkok Bank (BBL),
Krungthai Bank (KTB), Kasikornbank
(KBank), Siam Commercial Bank (SCB),
SCBX, a technology conglomerate and
holding company of SCB, TMBTha-
nachart Bank (ttb), and Export-Import
Bank of Thailand (EXIMT).

On Tuesday, Moody's changed its
outlook on the government of Thailand
to negative.

The action was driven by the change
in outlook on Thailand's Baal sover-
eign rating to negative from stable,
reflecting increased risk of a further
weakening in Thailand’s economic and
fiscal strength, amid new US tariffs and
heightened global uncertainty, Moody’s
said in a statement.

A deteriorating macroeconomic
backdrop could weigh on the credit
profiles of Thai banks, which have been
struggling with loan growth and asset
quality issues exacerbated by the coro-
navirus pandemic, it said.

It would also weaken the Thai gov-
ernment’s capacity to support the banks
when required, the statement added.

“If Thailand’s sovereign rating is
downgraded, it would lead to rating
downgrades for the seven Thai finan-
cial institutions mentioned above,
given that their long-term deposit
and/or issuer ratings include govern-
ment support uplift and/or are now
the same as the sovereign rating,” the
statement said.

Moody’s announced that it would
downgrade the seven banks’ long-term
deposit and/or issuer ratings if Thai-
land’s sovereign rating is downgraded.

Their ratings would also be under
downward pressure if there is a material
weakening in their standalone credit-
worthiness or a significant deterioration

JewsClip

CRUNCHING CREDIT

The credit ratings of Southeast Asian
countries, as reported on Tuesday by
Moody's, one of the world's three largest

credit rating agencies.

Singapore

Malaysia

The Philippines
Indonesia
Thailand
Vietnam

Cambodia

Note: No rating

4

in the domestic operating environment
for banks, it said.

An upgrade of their long-term
deposit and/or issuer ratings is unlikely
given their negative outlooks, the state-
ment added.

However, Moody's would change
their outlook back to stable if Thailand's
sovereign rating is affirmed at Baal and
the outlook is revised back to stable, the

Stable
Stable

Negative

- "
Brunei
4 y

BANGKOK POST GRAPHICS

statement noted.

BBL, KTB, KBank, SCB and ttb are
five of six Domestic Systemically Impor-
tant Banks in the country, besides
Krungsri (Bank of Ayudhya).

Krungsri’s major shareholder is the
Japanese-based MUFG Bank, with
76.88% of total registered capital.

Meanwhile, EXIMT is a state-
owned bank.
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