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FPO hammering out
details of period, rates

WICHIT CHANTANUSORNSIRI

The Fiscal Policy Office (FPO) has pro-
posed that the windfall tax on landlords
whose land value is inflated when owner-
ship is transferred should be effective for
the period when an infrastructure project’s
. contract is sifned until the project’s com-
. pletion, with no exemption amount.
Those who will be liable for the tax must
also own land within a radius of 2-3 kilo-
metres from infrastructure projects such
as electric train stations, according to an
FPQ paper prepared for a public hearing.
The FPO will gather comments from the
ongoing public hearing to consider before
putting details in a draft bill.
Finance Minister Apisak Tantivoraw-
ing earlier said he wanted the draft to be
completed this year.

The land windfall tax will be levied
upon ownership transfer when transport
infrastructure projects are under develop-
merit, the FPQ said.

The Finance Ministry’s think tank said
the ceiling for the tax at 5% of the inflated
value of property from infrastructure pro-
jects and the effective rate will be fixed
later in organic laws.

The tax could increase asset-based
taxes and diversify state revenue, of which
more than 30% comes from income and
consumption taxes.

The government also hopes the tax can
fulfil its aim of narrowing social inequality.

The paper said a substantial 100-150%
increase in prices of land aleng electric
train stations prompted the Finance Min-
istry to float an idea to tax landlords who
benefit from the increased value of land
due to infrastructure developments.

After transport projects begin opera-
tion, those owning land for residential and
agricultural purposes will not be liable for
the land windfall tax, while those who have
land for commercial use and whose land

of fairmess.

- Land windfall tax takes shape

value is higher than 50 million baht wilt be
subject to the tax upon ownership transfer.

Only property dévelopers with a pro-
ject value of more than 50 million baht
will also be taxed in the case that the land
ownership is transferred after the infra-
structure’s service is launched.

However, a one-shot tax will be applied
to a case when land ownership is trans-
ferred, the paper said.

That means other landlords on a plot
for which the tax has been paid would not
be subject to the tax. '

Owners of land located close to infra-
structure projects launched before the law
governing land windfall tax takes effect will
be exempt from the new tax.

Director-general Krisada Chinavich-
arana said recently that the FPO was also
seeking a solution as to whether landlords
who lose benefits from infrastructure
development, such as plots that become
hidden by infrastructure projects, will be
eligible for any compensation when the
land windfall tax takes place, as a matter

ONTHE DRAWING BOARD
|

» Land located within a radius of 2-3

kilometres from transport infrastructure
projects, including electric train stations,

are liable to the tax

» Tax applicable when land ownership
is transferred

Land transfer beriod

] When infrastructure project's
contract is signed until its completion
All fandtords are subject to the tax
every time when ownership is
transferred

After the start of infrastructure
project
2.1 Land for commerciat purpose
valued at more than 50 million bant

Ceiling likely to be
set at 3% of the

increased value
of land

will be taxed upon transfer of
ownership

* 2,2 Property developers with project
value of more than 50 million baht will

be taxed when ocwnership is
transferred

2.3 A one-off tax is applied for land
ownership transferred

Source: Fiscat Policy Office
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IMF calls for buffers agalnst low inflation

PHUSADEE ARUNMAS ' grs

. Thailand-can deploy both monetary and
fiscal policies to cushion the risks of law
- inflation and slow economic growth as the
! country’s ongoing recovery remains modest
- and faces downside risks, according to the
- International Monetary Furid {IMF).

Monetary easing, within a broader

* expansionary policy mix, could coun-

teract the risk of low inflation becoming
entrenched, while strengthening both mac-
roeconomic and financiat stability, the IMF
executive board concluded following its

‘" Article IV consultation with Thailand. The

consultation was concluded on May 17 with
the results released yesterday.
“Directors supported the use of fiscal

- space through growth-enthancing public

investment. They agreed that large infra-
structure projects would help crowd-in
private investment and play an important
role in supporting growth and inflation as
well asin facmtalmg extemal rebalancing,”
it said.

“Enhanced communication would

f improve the effectiveness of monetary

policy transmission. A number of directors
supported preserving the monetary policy

space at this time, with adjustments to the

stance when warranted by new develop-
ments,” it added.

Directors emphasised the importance
of maintaining exchange rate flexibility,
with intervention limited to avoiding dis-
otderly market conditions. A few directors
noted there was scope for scaling back the
overall size of interventions, and letting the
exchange rate play a greater shock absorber
role due to substantiat external buffers.

“Directors agreed that Thailand's exter-
nhal position is stronger than warranted by
medium-term fundamentals and desir-
able policies, with some directors citing
Thailand-specific issues as contributing

factors,” the statement read.

“They viewed a policy mix of fiscal and

monetary stimulus, coupled with structural
reforms and a flexible exchange rate, as
instrurnental:te support domestic dernand
and help reducé the large current account
surplus over time,” it went on.

“Directors emphasised that such a

strategy would facilitate the needed real
exchange. rate appreciation through:

a growth-driven process, boosting
real incomes,”’

The recovery is expected to advance at

a moderate pace in the near-to-medium
term, it said, noting that public mvestment .
would remain a key driver, rising over the.

next few years in line with the government’s

infrastructure plans and crowding-in pri- -

vate investment.

Headline inflation is projected to remain

around the low end of the tolerance band in

2017-18 amid subdued core inflation, while -

the current account surplus is expected to

§ ,@;

A vendor sells seafood products at Ur Tor Kor market in Bangkok. PORNPROM SATRABHAYA

decline graduaily as domestxc demand
improves over the medium term.

The IMF directors said Thailand’s aver-
age headline inflation was 0.2%, below the
tolerance band for the second year in a row,
reflecting low energy prices and persistendy
weak core inflation.

In a related development, the Com-

- merce Ministry yesterday reported that
--consumer price index,” based on 422
" products and services, eédged ‘down 0.04%

year-on-year in May, the first decline in 14

‘months, as fresh fruits and oil prices fell,

April's headline inflation rose 0.38%
year-on-year but eased from growth of
0.76% in March, 1.44% in February and
1.55% in January.

On a monthly basis, consumer prices
rose 0.15% from April on higher costs
for housing, food, education, apparel
and footwear.

Nonetheless, core inflation, which
excludes food and energy prices,




climbed 0.46% year-on-year in May and ;

was up 0.01% from April.
-For the first five months of the year,
headline inflation rose 0.81% on an annual

basis, with core inflation up 0.58% from the |,

same period last year.

Sureeporn Sahawat, deputy director of
the Commerce Ministry’s Trade Policy and
Strategy Office, said the lower prices in May
were largely due to a bumper crop of iresh

foods including vegetables and fruits. The |

prices of these fell 12.9% year-on-vear as

the earlier rains boosted supply.
Domestic oil prices also dropped 20

; satang last month, sliding 1.67% from the

: same period last year.

' Thanavath Phonvichai, vice-president

for research at the University of the Thai

Chamber of Commerce, said the drop in '

consumer prices shows how the country’s ;
economic recovery remains fragile and |

overall purchasing power is still weak.

Mr Thanavath said he would be watch- :

ing with interest to see if next month's fig-
ures bounce back,

“Signs of a poor economy still exist as

indicated by relatively low core inflation,”
he said. “It has now reached the point
where the government has to inject as
much of the budget as it can to raise peo-
ple’s purchasing power”

Siam Commercial Bank's Eco-
nomic Intelligence Center (EIC) said
sluggish core inflation indicates domestic
demand is recovering slower than expected
and purchasing power remains weak.

The EIC cut its headline inflation pro-
jection for the year to 1% after previously
giving an estimate of 1.4%.

.Tim Leelahaphan, an economist at May-
. bank Kim Eng Securities Thailand, said
" inflation has slowed recenty but will start
rising later this year due to the impact of
higher energy and fuel prices on transport
costs, better domestic demand and rising
import prices caused by a weaker baht.
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Competitiveness

ranking edges up

IMD PLACES THAILAND THIRD AMONG
ASEAN PEERS AND 27TH OVERALL

THENATION

THAILAND ADVANCED onerung
to 27th in a Swiss business school’s
world competitiveness ranking this

. year after busting obstacles to doing
. business with a legal amendment
. and launching the investor-friend-
¢ ly Eastern Economic Corridor
i scheme. :

Tevin Vongvanich, chairman of

5 the TMA Centre for
" Competitiveness, said Thailand

improved its standing for the sec-
ond straight year and scored over 80
overall for the first time.

Among its Asean peers, Thailand

| came in third place according to the
i International
i Management

Institute for
Development’s
(IMD)’s World Competitiveness

" Centre.

Of 63 economies surveyed, Hong

- Kong still managed to capture the
. crown this .vear, trailed by

Switzerland just like last year.
Singapore moved up to third, while

- the United States fell to fourth.

Thailand scored 80.095 points
this year, up from 74.681 a year ear-

- lier, as the country made notable

progress on solving problems,
reflecting the results of the collabo-
ration of the public and private sec-
tors in upgrading the nation’s com-
petitiveness,

On the Asean front, Singapore
came first with a score of 85, fol-
lowed by Malaysia’s 83 and then
Thailand, the Philippines and
Indonesia.

Among the four pillars that the
IMD assessed foritsannual ranking,
Thailand was highest at 10th in eco-
nomic performance, up from last
year’s 13th. .

The country jumped three places
to 20th in government efficiency,
while sitting at 25th in business effi-
ciency and 49th in infrastructure.

Pattama Teanravisitsagool,
deputy secretary-general of the
National Economic and Social
Development Board, said econom-
ic performance and government
efficiency climbed three places,
reflecting signs of the nation's
enhanced economic conditions and
regulatory improvement as well as
greater convenience for business
operations.

Businesspeople gained confi-
dence in public services accommo-
dating the private sector’s doing
business, and in the government's
administration of its policies, she
said.

Regarding Thailand’s economic
performance, three components
showed further development.

The domestic economy revved to
33rd from 37th, while internation-
al trade surged three places to third
and prices jumped to 28th from
45th. Employment remained at
third.

The country’s government effi-
ciency improved for the third year,
with its business legislation
leapfrogging by six places to 38th
and institution framework skipping
three to 30th.

Its tax policy also increased, to
fourth.

Given Thailand’s business effi-
ciency, its management practice shot
up six places to 20th and productiv-
ity and efficiency by two places to
41st. '

The nation’s technological infra-
structure swelled six places and basic
infrastructure one place.
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Singapore, which was fourth last year,
CONMPETITIVENESS overtook the US for third place.

Somkid calls
for unity to

lift ranking

CHATRUDEE THEPARAT -

Deputy Prime Minister Somiid Jatusripitak
has called on all Thais to work together to
help upgrade the country’s competitive-
ness after Thailand’s world ranking edged
up this year.

The higher ranking showed a better
perception by an international forum
of Thailand. Therefore all Thais need to
work much harder to enable Thailand to
get a better position, Mr Somkid said.

“We earlier expected that we would |
secure a better ranking than 27th this year |
because the government has implemented |
reforms in many areas, and sped up invest- |
ment in infrastructure projects, along with \
making it easier to do business,” the deputy \
premler added. :

“1 would like to ask thus for more
cooperation from all Thais to help take
an active role in helping to upgrade the
country’s competitiveness.”

~ The IMD World Competitiveness rank- |
ings, published annually since 1989, put
Hong Kong in the top spot for the second
year running.

,

The US’s No.4 ranking was its lowest in
five years.

Thailand moved up to 27th from 28th
in 2016.

Arturo Bris, director of the World Com-
petiiveness Center, said on Wednesday that
while Thailand’s rise in the rankings may
seem insignificant, the better performance
of the Thai economy and improvements
in the adaptability of government, central
bank policy and effectiveness of govern-
ment decisions are worth mentioning.

Infrastructure, health and education
persist as key weaknesses of the Thai
economy, Mr Bris said.

Tevin Vongvanich, chief executive of
state energy giant PTT Plc and chairman
of the TMA Centre for Competitiveness,
said Thailand is likely to secure a better
ranking next year if the country is able to
achieve the reform plans that have already .
been announced.

He said he expects the government effi-
ciency, business efficiency and infrastruc-
ture scores to improve in 2018 because of
the Eastern Economic Corridor, which calls
for the development of many significant
projects including a high-speed rail net-
work linking Bangkok and Rayong, double-
track railway projects and the expansion of
Laem Chabang port.

“Even if Thailand secures a better rank-
ing this year, other countries will also expe-
rience improvements. Thailand therefore
needs to take another step to handle the
challenges it faces, notably in education,
innovation and human resources,” Mr
Tevin said.
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of a bubble this time

PAWEE SIRIMAJ

There are no signs of dramatic growth
in borrowing for property speculation
activities, while banks have been better
at managing risks associated with project
financing, says Bank of Thailand governor
Veerathai Santiprabhob.

His comments dispelled concermns over
a real estate bubble after Supachai Pan-
itchpakdi, a former director-general of the
World Trade Organization and secretary-
general of the UN Conference on Trade
and Development, earlier warned that most
domestic private investment was concen-
trated in the property sector, which could
cause a bubble.

“Wwe did not see strong growth in loans
used for speculation on property prices
compared with overall housing loans,” Mr
Veerathai said on the sidelines of the Greater
Mekong Investment Forum yesterday.

The increase in investmem in high-end
property was partly attributed to low inter-
estrates, which pushed investors to look for
higher returns.

“The spike in real estate prices we are
observing is not alarming and will not
create systematic risk like what happened
in the 1997 crisis where speculators’ fund-
ing was mainly concentrated in borrowing,
Mr Veerathai said.

Even though the price of property has
been rising fast in some segments, the main
condition that is different between today
and the 1997 financial crisis is the source of

the funding, the central bank governor said.

. He said most of the property speculaton
in 1997 relied on loans, but now the major-
ity of the money used to buy property is
from the savings of wealthy people.

The quick rises in property prices are
mostly concentrated in the luxury remden—
tial segment, Mr Veerathai said.

On the supply side, he said financial
institutions have better managed risks
in recent years, especially loans for real

" estate development for both pre- and

post-financing.

For pre-financing, a lot of developers
have shifted to relying more on capital mar-
kets, which have lower financial costs, Mt
Veerathai said.

“However, some developers also
use financial instruments in the capital
market such as bills of exchange te fund
their long-term investment, a practice we
deem as a mismatch,’ he said. “But these
few cases won't affect the financial system
as a whole””

In related news, M1 Veerathai said recent
economic readings show that the Thai
economy has recovered in many sectors,
particulatly merchandise exports, which
expanded rapidly in the past few months.

He said exports picked up as broader-
based sales abroad rose for most products
in line with the recovery in exports among
many East Asian countries.

“Private consumption also fared berter
in the fourth quarter of 2016 through the
first quarter this year, partly because of
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higher prices and output of agricuttural
products,” Mr Veerathai said.

The effect of low private investment on
the overall economy still warrants close
monitoring by the central bank, but invest-
ment in some sectors such as information
and communication technology and the
digital economy cantinues to grow, he said.

Separately, the Bank of Thailand's busi-
ness sentiment index showed that busi-
ness confidence increased to 52.3 in May
from 49.6 in April, surpassing the 50-point
threshold that separates pessimism
from optimism.

The central bank said the improved con-
fidence, especially in manufacturing, was

i

The central bank governor says most of today’s investment in property does not come from ioans. BENJAPOL AMORNJIARASAK

mainly due to improvement in order books "

both from domestic and foreign markets.
But confidence for the next three months

fell slightly to 55.2 in May from 55.8 in April

as a result of softening confidence in order

books, production and sales sub-indices :

of respondents in the non-manufactur-
ing sector.
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