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Apisak pressures
banks on spreads

Small businesses pay
much higher interest

WICHIT CHANTANUSORNSIR!
" SOMRUEDI BANCHONGDUANG
PAWEE SIRIMAI

Finance Minister Apisak Tantivorawong
is calling on commercial banks to narrow
their interest spreads, saying the interest
gap between large and small businesses
is too-large.

Governments since the 1997 financial
crisis have allowed banks to enjoy large
interest margins to help them survive, but
the gap remains wide even though the
sector’s financial position is stronger now,
he said.

“Amid economic hardship, we allow
financial institutions to have a large inter-
est gap, comparing it to a heart that pumps
blood throughout the body,” Mr Apisak
said. “Once our heart is strong, financial
institutions must tackle the issue {the inter-
est gap] to create a level playing field”

Commercial banks are charging large
companies annual interest of just 1%, while
imposing 7-8% for small businesses and
11-12% for credit cards, he said.

“Commercial banks say the pricing
[interestrate] depends on risk,” he said, “but
the question is whether the risk between big
companies that are charged interest of 1%
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and smalt ones that pay 7-8% is so different.
I think it should not be like that.”

The government is seeking ways to
throw a lifeline to cash-starved small and
medium-sized enterprise (SME) operators,
which have taken a hit from the still-fragile
economy. Commercial banks are reluctant
1o lend to them or even charge them high
rates for fear that the loans will turn sour.

On the other hand, banks must offer

competitive interest rates to large firms,
which are resitient against the uneven eco-
nomic recovery and have many options for
© raising funds, including bond issuance.
" Commercial banks’ net interest margin
— akey gauge oflending profitability — was
in a wide range from 2% to 5% for the three
months to March.

Mr Apisak said financial institutions
must review the issue.

Risk is the main factor that determines
pricing, but it should not be overdone,
he said, adding that SMEs can hardly be
expected to survive if the wide interest
gap prevails.

Even so, he said the government would
not step in to force financial institutions to
cut interest rates for small borrowers.

" To address the problems of poverty
and inequality, the economy must expand
through big projects such as the East-
ern Economic Corridor to drive economic
growth, Mr Apisak said.

Bank of Thailand governor Veerathai
Santiprabhob said wide interest spreads are
aproblem that has “lingered for along time
and we're trying to solve it step-by-step”

The lower cost for money transfers
offered by PromptPay under the national
e-payment scheme should help bring down
the financial costs of small businesses,
he said.

Predee Daochai, chairman of the Thai
Bankers' Association and president of
Kasikornbank, said interest spreads are
largely dictated by the market mechanism,
with factors including local and global
policy rates, business competition, and
cost management at each bank.

Banks set their interest rates according to
the Bank of Thailand’s policy rate, which is
expected to be kept unchanged at 1.5% this
year. The US Federal Reserve’s policy rate,
which is expected to rise twice during the
remainder of 2017, is another key influence
onlocal finance costs.

“Higher competition in both deposits
and loans will automatically pressure banks
to adjust spread,” Mr Predee said. “The cur-
rent liquidity surplus of the banking sector
will decline from the second quarter, due to
the positive momentum of loan demand,
and itwill help narrow interest spread to be
in line with the market mechanism.”

Anuwat Luengtaweekul, chief financial
officer of Thanachart Bank, said the inter-
est spread of the banking industry is 2% on
average, which is in the middle of the pack
compared with other countries.

There are several formulas for spread
calculation, he said, adding that some
countries convey a lower spread because
they exclude fees charged.
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Help available for some
education staff buried
under mountain of debt

NEW GOVT WELFARE -

PROGRAMME BEGINS; Ibgﬁfﬁnfﬁiegfiw
BUT ONLY ‘REASONABLE L seote vt
CASES’ WILL GET AID about Bt1 trillio

CHULARAT SAENGPASSA
THE NATION

ES

TEACHER SAVINGS COQPERATIVES'
ROLE IN TEACHERS' DEBTS

' Teacher savings cooperatives are often
blamed for offering too'many loans to
teachers, '

Teachers are eligible to apply for the
following loans from cooperatlves'

* Emergency loan

Amount: Up to 10 times a person’s
safary, but not more than 8t500,000
and not exceeding 95 per cent of capital
shares in a cooperative - _
®* Emergency loan for daily expensas
Amount: No more than Bt500,000 and not
* exceeding’ 95 per cent of capitai shares in a
cooperative
* General loan

Amount: No more than Bt2 million

® General loan from share collateral
Amount: No more than 95 per cent of capital

* General loan to ease financial problems
Amount: No more than Bt200,000

* General loan under quality of life 1mprovement"
project
Amount: No more than Bt1.8 million

* General loan for aid
Amount No more than Bt108&, OOO

® Generaf foan for Imng
Amount: Up to 10 times salary but not exceeding
Bt500000°

® Special loan for housing

.Amount: No more than BtSOO 000
ecial loan for investment

ore than Bt3 million

AFTER working as an education
official in the seaside province of
Trang, Wichai (whose surname was
withheld) had an ambitionto setup
his own: business. But his venture
collapsed and left him with debt of
Bt12 million.

Wichai is on the verge of bank-
ruptey but has his fingers crossed
that the Office of the Welfare
Promotion Commission for
Teachers and Educational
Personnel (Otep) will agree to help.

If Wichai goes bankrupt, he will
automatically lose¢ his job because
laws bar a bankrupt person from
serving in the government sector.
And with the loss of his job, he will
be in even deeper trouble.

His colleague, Wipanan (sur-
name withheld), is in equally bad
financial shape, with outstanding
debt of Bt17 million.

“I've sought loans from various
sources to invest in a property busi-
ness but my investments did not
generate the returns I had expect-
ed,” she said. “When I failed to make
repayment on time, even the banks
imposed a very high interest rate on
me, let alone loan sharks.”

She is trying to sell her house to
clear part of her huge debt and, like
Wichai, desperate for help from
Otep. “If T am declared bankrupt
and dismissed from civil service,
how will I go on with my life?”
Wipanan lamented. Source: Teacher savings cooperatives

Remarks: Members who have ma
to apply for a second.

B,
NATION GRAPHICS




Shewaswilling to repay her debts
via Otep, she said, which has been
planning to offer a low interest rate
of just 3.5 per cent to teachers and
education officials in debt crises.

Pitsanu Tulasuk, the acting sec-
retary-general of Otep, confirmed
that a welfare programmehas start-
ed tohelp teachers oreducation offi-
cials deep in debt crises. But he
made it clear that not all in debt
would be rescued.

“We will deliver help in reason-
able cases. We will do background
checks and so on,” he said.

Pitsanu said Otep has signed a
Memorandum of Understanding
{MoU) with 17 cooeperatives in 17
provinees to implement the welfare
programme. '

In each provinee, the local coop-
erative and local branch of Otep will
set up a screening committee to
determine which teachers and edu-
cation officials get help.

Between 700 and 1,000 teachers
or education officials who face
imminent bankruptcy lawsuits or
property forfeiture will be given pri-
ority, if their loan records are justi-
fied.

Pitsanu, who is also deputy per-
manent secretary for Education,
said the welfare programme had an
* initial budget of Btl billion, so it

could never cover all 1.4 million
teachers and education officials in
debt.

“When the first batch of benefi-
ciaries make repayments, we will
have the budget to help others too,”
he said. As of Thursday, the pro-
gramme had attracted applications
from 10,545 teachers and education
officials. More than 1,000 were from
Sakon Nakhon province.

When asked about Wichai’s and
Wipanan's cases, Pitsanu said the
two definitely would not rank
among the first batch because their
cooperative had not yet signed an
MoU with Otep. Pitsanu also
emphasised that there would be
strict screening criteria to ensure
the money used for this welfare pro-
gramme was well spent.

“The programme will also edu-
cate participants about HM King
Bhumibel Adulyadej’s Sufficiency
Economy Philosophy and expense-
reduction tips,” he said.

The programme had been intro-
duced  partly because the
Government Savings Bank (GSB)
had reported that up to 70,000
teachers and education officials had
not paid forloans they tock out, even
when their funeral-savings had

been put forward as collateral.

The GSB and Otep will meet
today to discuss measures to boost
repayments by teachers and educa-
tion officials working in the govern-
ment sector. “We know the GSB
offers up to Bt3 million in loan
amount,” Pitsanu said.

The GSB is one of the many
sourcesthatteachersand education
officials can getloans. Savings coop-
eratives for teachers and education
officials are more often than not
generous about their financial
needs, At present, there are several
types of loans that teachers and edu-
cation officials can get from coop-
eratives, There areloans for notjust
emergencies but also investments
and quality-of-life improvements.

Pitsanu said those who join the
welfare programme will not be
allowed to take out such loans again.

Sunan Lamsap, a 59-year-old’
retiree, said he joined an early-
retirement scheme fouror five years
ago because he was overwhelmed
with debt.

“My early-retirement benefits
are more than Btl million. But even
with that amount, I cannot clear all
thedebt. That's why Istarted chang-
ing my lifestyle. T have now
embraced a sufficiency economy
[outlook]"”.
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o\ the national e-payment scheme. By Oranan

hailand is Southeast Asia’s sec-
orid-largest economy, generat-
ing 14.4 trillion baht a year and

home to some of Asia’s richest .

people. However, almost a fifth
of the country’s population lives in pov-
erty and, appallingly, 4 million are esti-
mated o live below the poverty line, with
an income of 30,000 baht a year or 2,500
baht per month.

There is a yawning wealth gap between
the rich and poor here. Credit Suisse’s
Global Wealth Report 2016 found Thailand
had the world's third-highest inequality,
with 58% of the couniry’s wealth controlled

Living below the line

rnment has a radical poverty aid programme as it seeks to tackle extreme wealth gap:

Paweewun and Wichit (_;_han_t_anusornsiri

rift, while preventing populist spending
sprees of past governments, has topped
its agenda.

The government’s radical change is to
replace blanket poverty assistance cash

! handouts, of which those earning a high

by the richest 1%, behind only Russia at .

74.5% and India at 58.4%.

Those at the bottom rung of the eco-
nomic ladder, particularly those living in
rural areas, are angry about the income
disparity and claim they are left behind
and not reaping the benefits from the

. country's development., Some previ-
: ous governments adopted lavish pork

barrel spending for handouts to the

- poor, who comprise the majority of

voters. The social chasm has triggered
an unprecedented polarisation over the

past decade.

After the military toppled the Yinghuck
Shinawatra administration to take control

- of the country in 2014, narrowing income :

disparity and reducing the country’s ,

income could sometimes take advan-
tage, with electronic payment under the
naticnal e-payment scheme.

With an e-payment system, welfare
and subsidies can be directed to poverty-
stricken recipients who sign up and are
qualified, alleviating the budgetary burden
of blanket assistance.

The govemnment spends 27 billion baht

annually to fund the blanket services of

free public buses and third-class service
on trains. _ '

At a branch of the Government Savings
Bank in the Bang Khae district of Bangkok,
Miaokhun Saengow is busy filling in a four-
page form to apply for the government’s
welfare and subsidy scheme. Completing
the form is not an easy task for her as she
finds reading and writing difficult.

This year’s registration form requires
far more details than last year's, she says.

Given public criticism after a report
that some unempioyed people who live
in lwxury houses and hold millions of baht
in assets also obtained cash handouts from
the poverty scheme registration in: 2016,
the Finance Ministry tightened the appli-
cation requirements.

Some 8.27 million people signed up for
subsidies and welfare in 2016, and almost 7




million were qualified to receive a one-off
cash handout.

The ministry’s criteria for this year
requires applicants to be unemployed
or have annual income of 100,000 baht
or less last year to receive aid under the
programme. They must also have savings,
bonds and savings certificates worth less
than 100,000 baht combined.

If applicants own property, the space
must not exceed 35 square metres for a
condo unit, 25 square wah for a townhouse
or 10 rai of land for agricultural purposes.
Applicants must be Thai nationals aged
18 or older.

The government estimates it will spend
30 billion baht on its poverty aid scheme
this year, excluding costs for a new cash
handout it announced recently.

Ms Miaokhun does not know what she
wilt get from the government, but hopes it
is something after receiving 3,000 baht in
a cash giveaway last year.

Late last year the government offered
one-off cash handouts to those who signed

up for the scheme, providing 3,000 baht
per person to those earning up 1o 30,000
baht a year. Those earning from 30,000
to 100,000 baht a year were entitled to
1,500 baht.

“The money helps me cover some of
my living expenses. Subsidies such as free
electricity and tap water bills or free public
bus fare do not benefit me as L live for free
at my employer’s home, which is also my
workplace,” says Ms Miaokhun.

The 59-year-old works at a small joss
paper shop where she is paid 3,000-4,000
baht a menth on average.

Registration for the government’s pov-
erty assistance scheme is scheduled to
close today and around 14 million people
are expected to sign up. The government
has not finalised what kind of assistance
will be provided, but initial plans are for
qualified recipients to receive cards for
train discounts and free water and power
up to a certain limit.

The government is considering offer-
ing funds to those below the poverty line

— either a one-time cash handout or a
stipend to cover the basic needs.

Phad Seethon, 49, signed up for the
scheme this year but not in 2016 because
she was unawate it existed.

“1 will take a public bus fare discount,
but what I really wang is cash to use for
buying basic needs or paying rent,”
she says.

Mrs Phad works as a maid at a home
on Silom Road, earning 300 baht a day,
but she warks only four days a week. She
lives with her sen's four-member family in
a small room in a flat.

Somchai Jitsuchon, the research direc-
tor for inclusive development at the Thai-
land Development Research Institute, is
doubtful that self-reported registration
would be efficient enough to filter out
unqualified persons.

Itis very difficult to examine how much
each informal worker earns as his or her
salary is not taxed or recorded. Some
people can use this loophole to again take
advantage of the government's assistance

scheme, he says.

To plug the loophole, the government
should adopt a big-data analysis systemn or
talk to village health volunteers to pinpoint
needy targets as these volunteers access
almeost every village, even in remote areas,
says Mr Somchai.

Moreover, adding benefits to National
Savings Fund and Social Security Fund
members who are informal employees
are methods to better direct assistance to
the poor, he says.

Pornchai Thiraveja, an adviser to the
Fiscal Policy Office, admits it is impessible
for the govenment's current poverty aid
system to completely sort out high-income
earners. A system based on data provided
by village chiefs would be the best method
as they have a close relationship with vil-
lagers, he says.

There is no state agency directly
tasked with poverty registration at the
moment, with the Finance Ministry the
only body working on the matter, says
Mr Pornchai.




¢ for low-income people. Registration ends today. KITJA APICHONROJAREK

A .m..e__m_.zag. Savings Bank staff member helps a woman registering with the bank to receive state welfar
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