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WICHIT CHANTANUSORNSIRI both home and vehicle repairs, with
special rehabilitation loans and tax
The Finance Ministry planstouse tax ~ deductions allowing repair expenses
measures to remedy the impactofthe to be deducted from personal
floods, allowing expenses for home income tax.
and vehicle repairs to be deducted The third phase supports busi-
from personal income tax. nesses and the local economy in
According to a ministry source affected areas so they can recover
who requested anonymity, Finance within six months to a year, helping
Minister Ekniti Nitithanprapas held them during the period when recov-
a meeting yesterday with agencies erymay still be incomplete.
under the ministry to prepare a major In addition, the Finance Ministry
relief package for flood victims. plans to discuss with the Commerce,
The meeting also considered the Labour and Digital Economy and
allocation of various budget sources  Society ministries tactics to ensure
— the regular budget, central emer-  businesses in affected areas can con-
gency budget, and quasi-fiscal meas-  tinue operating, inline with the prime
ures under Section 28 of the State  minister’s directives.
Financial and Fiscal Discipline Act — The scope of assistance will be
to determine which portions could based primarily on the extent of the
be appropriately allocated for relief damage and the necessity ofinterven-
efforts, including funds for upcom-  tions, the source said.
ing stimulus plans such as the second In a related development, Charat
phase of the “Khon La Khrueng Plus”  Rattanaboonniti, president of the
co-payment scheme. Export-Import Bank of Thailand, said
The ministry will initially use the the bankis providing 1 billion baht in
central emergency budget because  softloans to factories and export busi-
the situation qualifies as an urgent nesses affected by the floods.
emergency, said the source. The repair and reconstruction soft-
The ministry intends to utilise loan programme will begin once the
existing funds from state financial floodwaters recede, offering low-
institutions to support businesses interest loans to repair and modify
and affected individuals, aiming to  factories, he said.
avoid using funds under Section 28 A credit line of 1 billion baht has
unless absolutely necessary. been prepared for legal entities and
Initial relief payments are to factoriesaffected by the floods, espe-
follow existing regulations, the ciallyexporters, with interest rates not
source added. exceeding 1.99%, said Mr Charat.
The relief measures are to be Kamonpop Veerapala, president
divided into three phases, with thefirst  of Government Housing Bank, said
urgent phase focusing on addressing  the bankissued assistance measures
the ongoing flood situation. for borrowers affected by the floods.
The ministry established an emer- For existing customers, he said
gency flood response operations monthly instalments and lending
centre to coordinate government rates are reduced for one year.
efforts and deploy assistance mech- Loan repayments are suspended
anisms to affected areas, while also  for three months, with the inter-
compiling damage assessments. est rate reduced to 0% per year f[or
The second phase involves reha-  the first three months, and 2.0% for
bilitation and reconstruction, with months4-12.
support for repair and maintenance, Mr Kamonpop said monthly instal-
noted the source. ments are reduced by half from the
Inthe past, such measures covered  current amount.
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VAT hikes alone won’t narrow deficit

ECONOMY TALK
Chartchai ’

—

=3

e

Parasuk

his article is not meant to attack
Finance Minister Ekniti Nitithanpra-
pas’s Medium-Term Fiscal Frame-
work (MTFF) for FY2026-FY2030. It
is meant to emphasise the fragility
of a Thai fiscal position that requires multiple
reveniie enhancement measures.

The MTFF is much talked about because
itincludes a VAT hike of 1.5% in FY2028
and another 1.5% hike in FY2030. But VAT

increases do not seem to be enough to narrow

fiscal deficits to the required level of below
3% of GDP. Another tax increase measure is
required for FY2029.

My guess from the size of the revenue

increase in FY2029, it is likely to be a petrol tax

hike of 2 baht per litre, bringing in additional
revenue of 87 billion baht. If my guessing is

incorrect, the government should explain why

fiscal revenue is projected to rise by 4.1%
Please look at the MTFF Table and notice

S TR i
Inmmﬂ*’w‘
My -

A TALL
ALY
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the revenue growth for FY2028, FY2029, and
FY2030. (See table)

The MTFF is nothing new. It is required
by Section 15 of the State Fiscal and Finan-
cial Disciplines Act. I have
a copy of Srettha Thavisin's
MTFF for FY2024-FY2028.

His MTFF would also have
reduced the fiscal deficit to
below 3.0% of GDP but he
was able to maintain public
debt/GDP at below 65% of
GDP throughout the plan.
There was no need for any
kind of tax hike as economic
growth was strong. The Pheu
Thai-led government boasted
that GDP growth would be
as high as 5%. Of course, the
actual outcome was different
as night and day.

I'have high hopes for
Finance Minister Ekniti’s
MTFE My hopeis that he
will do the right thingin
correcting the fiscal imbal-
ance, which is a sore spotin
the economy highlighted by
credit rating agencies and the IMF. That right

The negative income tax
concept was proposed by
the Fiscal Policy Office a
decade ago.
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thing means curbing excessive and unneces-
sary expenses.

To my disappointment, the new MTFF’s
expense budget expands about 1% per year
— not contracting. Therefore, the only way to
narrow the deficit is to raise taxes, Wait until
the public learns that the revenue enhance-
ment schemes include not only VAT increases
but also include a gasoline tax hike.

The new MTFF fails to address the over-
expenditure in Thai fiscal budgets. Thailand
had three major rounds of fiscal stimuluses.
This should have been a one-time action to
perk up the economy. After finishing a job, the
expense budget should have been deflated
back to the normal level.

The first stimulus occurred in FY2020
when the economy needed money to mend
economic damages caused by Covid. A one

trillion baht Emergency Borrowing Decree
was enacted, causing government spending to
rise by 13.1% in that fiscal year. Nobody would
dispute that such extra-spending was neces-
sary. But the ballooned FY2020 spending
should not have been used as the “base” for
subsequent fiscal budgets.

Former prime minister, Prayut Chan-o-
cha, made small corrections and lowered the
budget slightly for FY2021 and FY2022. This
partial correction, not full correction, caused
the FY2022 expense budget to be 8% higher
than the pre-Covid era.

The reason may be that the Thai econ-
omydid not fully recover from the Covid-19
damage and needed a high level of govern-
ment spending for a couple more years. Fair
enough.

The cost of support is not free. The cost of
public support for the economy was evident

in the 20% jump of public
debt to GDP from 41% at the
end of FY2019 (Pre-Covid)
to 61% at the end of FY2022
(Post-Covid).

The public debt limit was
originally capped at 60% of
GDP, but was raised to 70%
of GDP to accommodate the
support. With larger room
for borrowing, the Thai
economy was then addicted
to government support and
reluctant to stand on its
own feet like many other
economies.

Vietnam's economic

growth was fully restored
to 8.5% in 2022 as if Covid
never happened. The
Thai economy acted like a
crybaby, begging for more
support.

The second big stimulus
package came from the Pheu Thai govern-
ment in 2024 under the 10,000 baht cash
handoutscheme. Some 145 billion baht was
dispersed, resulting in public debt to GDP
rising further to 64% by the end of 2024.

The Bhumijaithai government has con-
tinued the tradition of spend and borrow
in FY2026 as public debt is projected to rise
further to 68.2% of GDP as shown in the table.

Of course, excuses could be made that
the FY2026 budget was a legacy of the Pheu
Thai government who prepared an exces-
sive spending budget for the 3rd phase of the
10,000 baht cash handout.

Surely, PM Anutin can spend money more

MEDIUM-TERM FISCAL FRAMEWORK
FOR FISCAL YEARS 2026-2030

2026 2027 2028 2029 2030
Revenue Growth (%) 35 27 48 41 45
Expense Growth (%) 0.7 02 1.0 10 10
Budget Balance to GDP (%) -44 -39 33 27 21
Public Debt to GDP (%) 682 694 698 695 682
NGDP Growth (%) 31 S 39 41 45
**Budget Balance to GDP (%) -45 -4.0 34 -28 22
**Public Debt to GDP (%) 689 707 18 722 716
**NGDP Growth (%) 21 25 29 31 35

Sources: Ministry of Finance; ** Author’s simulations. BANGKOK POST GRAPHICS
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prudently. But why would he want to reduce
his popularity? With the excuse that Q4/2025
growth would be too low without government
cash handout schemes, the Half-Half Plus
programme emerged.

If I were assigned to draft an MTFF, the first
thing I would not do is find more revenue, but
would lower expenses. First, the “stimulus”
expenses craftily put in post-Covid budgets
that caused the national public debt to GDP to
explode from 41.4% in 2020 to current level of
65% must be curtailed. That means no more
sweet and popular cash handout schemes.

The second issue is to cut personnel
expenses. The expense budget in the per-
sonnel category is 42% of the total expense
budget which is maore than double the global
average of 19%. The ratio was 38% in 2013
and rose to 42% a decade later.

How could they allow personnel costs to
increase faster than the overall budget? It
should be the opposite as technology would
replace costly government employees. I have
heard that the new MTFF makes room for a
4% rise is personnel costs annually. Is this
a fiscal framework drafted by government
employees for government employees?

Another observation is about the GDP
growth assumption. The overblown GDP
growth assumption was the main cause
of Mr Sretha’s MTFF failure. I will not say
that the numbers are too high — let read-
ers be the judge of that. However, the MTFF
plan is highly GDP growth sensitive and
there is no room for error. When I lower
the GDP growth assumption by 1.0% as in
the lines with ** in the table, the framework
will breach the legal debt ceiling as early as
FY2027. Is this a prudent plan or a high-risk
one?

I have nothing against Dr Ekniti. He is
bright, energetic and a dedicated minister.
But his MTFF has many holes in it. The IMF
specifically advised Thailand to “use targeted
fiscal policy and accelerate reforms”. Where
are those concepts in the MTFE? AllIsee is
more of the same spend and borrow concept.

Chartchai Parasuk, PhD, is a freelance economist.
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LENDING

KTB trims NPL rate
to 2.7% this year

NUNTAWUN POLKUAMDEE

Krungthai Bank (KTB) has exercised
careful asset management, enabling the
state-owned bank to reduce its non-per-
forming loans (NPLs) excluding govern-
ment-assisted contracts from 4.4% ofthe
portfolio in 2020 to just 2.7% in the first
nine months of this year, say executives.

In comparison, peer banks recorded
more moderate improvements, with NPLs
stabilising around 3.1-3.4% for the same
period, said Tawatchai Cheevanon, chief
product and business solutions officer.

“KTB reduced its NPL ratio
to levels comparable with
leading peers, reflecting sirong
risk management and opera-
tional stability,” he said.

As of Nov 25, KTB's market
capitalisation was 381 bil-
lion baht.

The bank contributed to
the Thai economy and dem-
onstrated robust financial
performance over the past
tive years, returning more
than 246 billion baht to society and the
economy, including 124 billion to the
Finance Ministry, its major shareholder,
said Mr Tawatchai.

KTB also contributed 122 billion baht
to the government through dividends,
taxes, and Financial Institutions Develop-
ment Fund fees, maintaining a balanced
and sustainable distribution aligned with
its financial performance.

He said the bankis addressing financial
inclusion challenges in Thailand. Surveys
indicate 27% of Thai households have no
savings, 39% spend before saving, and
only 2% of the elderly can rely on ade-
guate retirement savings.

In response, KTBintroduced financial
innovations such as an app that allows
citizens aged 15-94 across the country
to invest with as little as 100 baht, with
accumulated nationwide investments
now exceeding 105 million baht.

The bank also used digital technology
to improve its services, such as offering
electronic deposit solutions for inmates.
This innovation reduced travel costs for
their relatives, lightened the workload
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for staff, enhanced system security, and
supported government initiatives for digi-
tal transformation.

The bank serves more than 21 million
digital users and has roughly 40 million
digital subscribers, underscoring its role
in promoting widespread access to digital
and financial services.

Suripong Tantiyanon, chief retail bank-
ing officer, said the proportion of Thai-
land’s population aged 60 or older is pro-
jected to rise from 21% in 2024 to 28% by
2034. As a consequence, KT'Bis monitor-
ing the financial behaviour of younger
customers to ensure it provides
tailored financial solutions.

The bank identified six
priority segments: wealth
clients, non-government
employees, retirees and pre-
seniors, small businesses and
the self-employed, youth,
and the lower mass segment.
KTB plans to offer customised
products and services, sup-
ported by advanced data ana-
lytics, artificial intelligence (AI)
tools, and optimised customer journeys.

To achieve these objectives, he said
the bank set five strategic initiatives:
maintaining supply chain connectivity,
driving new revenue engines, accelerat-
ing operational excellence, leveraging
technology to enhance productivity, and
cultivating a sustainable culture of organi-
sational transformation.

In parallel, the bank is advancing an
Al-driven transformation focusing on
training employees, fostering cross-
functional collaboration, and deploying
Al-powered tools for wellness-integrated
financial planning.

Mr Suripong said the programme aims
to develop Al-era leaders who are intel-
ligent, adaptable, cooperative, socially
aware and loyal, ensuring the bank’s shift
to Al-powered operations maintains cus-
tomer trust.

KTB's position as a leading, future-
readyfinancial institution in Thailand will
be strengthened to deliver personalised
services and become a smarter decision-
making organisation that generates sus-
tainable growth, he said.
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