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Finance Ministry hikes growth outlook to 4.5%

An overhead view
of cargo containers
at Bangkok port.
The Finance
Ministry expects
merchandise
shipments to grow
by more than 8%

A

PRI

Uptick based on global
rebound and Q1 result

WICHIT CHANTANUSORNSIRI
NUNTAWUN POLKUAMDEE

The Finance Ministry has raised Thailand’s
GDP growth forecast for the year to 4.5%
after the economy expanded by a surpris-
ing 4.8% in the first quarter, the fastest pace
in five years.

The new forecast is based on assump-
tions that merchandise shipments will grow
by more than 8% and the global economy
will expand by close to 4% rate this year,
said Finance Ministry spokeswoman
Kulaya Tantitemit.

The Fiscal Policy Office (FPO), the
ministry’s think tank, earlier predicted
4.2% growth for 2018. But after the robust
first-quarter GDP reading, the National
Economic and Social Development Board
raised its GDP growth forecast range to 4.2-
4.7% from 3.6-4.6% in February, while the
Bank of Thailand’s Monetary Policy Com-
mittee will review its 4.1% forecast at its
June meeting.

Ms Kulaya said growth risks, particularly
external factors, have subsided.

State investment is expected to expand
by close to 10% this year, compared with the
FPO’s current forecast of8.9%, while private
investment growth is seen rising by at least

3%, or a bit below the projection of 3.8%.

The FPO also raised the inflation forecast
to 1.4% this year from 1.2% previously. The
office is scheduled to review this year's GDP
growth projection in the next two months.

A clearer political climate would also
support the country’s economic growth, Ms
Kulaya said, while overall farming income

remains weak.

Soraphol Tulayasathien, director of the
bureau of macroeconomic policy under
the FPO, said that risks to world economic
growth, including the potential trade war
between the US and China and geopo-
litical tensions in the Korean Peninsula,
have receded.

A source at the Finance Ministry said
that Moody’s Investors Service, which
recently met Finance Ministry officials
while surveying Thai economic data, has
changed its view and says politics is no

longer a headwind for the economy.

The international credit rating agency
previously voiced concerns about the mil-
itary-led government.

In the meantime, Ms Kulaya said the
government managed to gather 1.29 tril-
lion baht in revenue for the seven months
to April, exceeding the target by 60.5 billion
or 4.9%.

The higher-than-expected revenue was
due to income contribution from state
enterprises and non-tax-collecting state
agencies, which surpassed targets by 30.4
billion and 23.1 billion baht, respectively.
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During the October-April period, all
three tax-collecting agencies fell shy of
targets.

The Revenue Department missed its
target by 6.55 billion baht or 0.7% at 899
billion baht, largely due to lower-than-
expected revenue from value-added tax
and personal income tax.

However, the Revenue Department’s
seven-month tax collection was 3.7% higher
than a year earlier.

The shortfall was narrowed by petro-
leum tax revenue being 283% higher than
targeted and corporate income tax revenue
coming in 2.3% higher than expected.

Ms Kulaya said upstream petroleum
operators’ earnings and retroactive tax
payments contributed to stellar petroleum
tax collection.

The Excise Department gathered 322
billion baht for the seven months to April,
missing the target by 2.28 billion baht or
0.7%.

Excise tax on fuel, liquor and beer fell
short of target by 7.38 billion baht, 4.34 bil-
lion and 2 billion, respectively, while those
for tobacco and automobiles outpaced the
target by 4.67 billion baht and 4 billion,
respectively.

Tobacco is liable for higher excise taxes
with the new excise tax law, effective from
last Sept 16, Ms Kulaya said, addingthatthe
larger-than-targeted excise tax collected
from cars could be down to increased
auto sales.

The Customs Department fetched 63.3
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billion baht in tax revenue during the first
seven months of fiscal 2018, falling short
of the target by 2.07 billion baht or 3.2%.

Separately, the Stock Exchange of Thai-
land index yesterday closed at 1,732.51
points, down 21.09 or 1.2% from Wednes-
day’s close.

Foreign investors were net sellers of 4.7
billion baht, with brokerage firms selling
134 million baht worth of shares.

Philip Securities Thailand said investors’
sentiment remains shrouded by negative
factors after US President Donald Trump's
order for a national security probe into
vehicle imports.

On the domestic front, political uncer-
tainty still looms amid the result of an
assessment on the organic bill related to the
election of MPs and possible government
intervention to offset rising energy prices,
said Philip Securities Thailand.

The government's possible intervention
has put pressure on energy stocks, subse-
quently resulting in adownward SET index
outlook, the securities firm said.

Energy stocks fell considerably yes-
terday, with PTT down 5.1% and PTTEP
and BGRIM dropping 3.1% and 7.4%,
respectively.
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GOVERNMENT

Prayut puts 30% pork-barrel cap in place

WICHIT CHANTANUSORNSIRI

The Fiscal Policy Committee chaired by
Prime Minister Prayut Chan-o-cha has
capped payment liabilities incurred from
populist policies at 30% of annual budget
expenditure, a move meant to prohibit
politicians from spending lavishly on pork-
barrel schemes.

The committee, which was formed
to set a framework for fiscal discipline
under the Fiscal Responsibility Act, will
require the government to keep the central
budget in a range of 2-3.5% of the annual
budget, according to a Finance Ministry
press release.

The government must allocate 2.5-3.5%
of annual budget for debt principal pay-
ment, the ministry said.

For the 2019 annual budget, 2.6% of
the budget expenditure has been set for

principal payment.

The government is required to allocate
1-2% of the annual budget to pay down the
debt principal.

The Public Debt Management Office
(PDMO) recently said that setting the public
debtprincipal paymentata low level could
ramp up debt liabilities and later affect the
government’s cash flow.

The act, which came into force on April
20, is designed to maximise budget spend-
ing and prevent politicians from repeatedly
using off-budgetborrowing to finance pro-
jects, particularly pork-barrel and popu-
list schemes.

Under the act, any clear details and pur-
pose, on top of an evaluation of investment
worthiness, must be provided before funds
can be disbursed.

The committee restricts carry-over
budget to 10% of annual budget, the
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Finance Ministry said.

The ratio of public debt to GDP is lim-
ited to 60%, the ministry said, noting that
the government’s debt liabilities are also
capped at 35% of estimated revenue for that
fiscal year.

Foreign-denominated public debt must
not exceed 10% of the overall public debt
and 5% of exports and services.

Thailand’s public debt amounted to
6.45 trillion baht, representing 41% of
GDP, at the end of March, according to the
PDMO's data.

The committee also included a balanced
budget for the medium-term fiscal plan.

Finance Minister Apisak Tantivorawong
recently said that the government was
taking aim at balancing the budget in the
next decade, with minimum annual eco-
nomic growth of 4% viewed as a key means
of achieving that goal.
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