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ADB lends
B3.4bn for
highways

WICHIT CHANTANUSORNSIRI

The Finance Ministry has borrowed 3.4
billion baht from the Asian Development
Bank (ADB) to build two four-lane roads in
Thailand’s Northeast, marking the coun-
try's first borrowing from the Manila-based
development lender in almost a decade.

The loan will fund construction of two
sections of Highway 22 — the first section
stretches from Nong Han, Sakon Nakhon
to Pang Khon and the second section runs
from Sakon Nakhon province to Nakhon
Phanom province. The funds will also go
toward building Highway 23, running from
Roi Et to Yasothon.

The construction value for the highways
is 6 billion baht, with the state funding the
rest, said Finance Minister Apisak Tan-
tivorawong. Both routes are expected to
be completed by 2022.

The ministry asked for a special provi-
sion, in which it will draw down the entire
amount instead of gradually taking out
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Mr Apisak (left) and Ramesh Subramaniam, director-general for Southeast Asia at ADB, at the loan-signing agreement at the Finance
Ministry in Bangkok.

tunds to secure attractive interest rates,
as is usually done. Receiving the whole lot
and converting it into baht makes the cost
on par with government borrowing in the
domestic market, said Mr Apisak.

The loan has a 13-year maturity with a
grace period for the first three years. The
interest rate stands at 0.5% on top of the
London Interbank Offered Rate.

The projects will help Thailand’s road
network connect with Cambodia, Laos,
Myanmar and Vietnam, which can link to
southern China, he said. The roads would
also facilitate the East-West Economic Cor-
ridor (EWEC), a flagship initiative of the
Greater Mekong Subregion.

Mr Apisak said the minisrywill consider
borrowing more funds from ADB later this
year to finance construction of the western
Orange Line.

Transport Minister Arkhom Termpit-
tayapaisith said the two highways are part
of the government's strategy of driving
regional fransport connectivity. Highways
22 and 23 are in the middle section of the
EWEC route and they can connect with
roads running to Mae Sot in Tak on the
border with Myanmar.

The Transport Ministry will also seek the
cabinet's approval for a double-track route
linking Mukdahan and Nakhon Phanom,
he said. The government plans to invest
in big-ticket transport projects worth 2.3
trillion baht, with nine double-track routes
expected to secure building contractors as
scheduled, he said.
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Finance Minister Apisak Tantivorawong, left, and ADB director general for Southeast Asia Ramesh Subramaniam sign the
loan agreement in Bangkok yesterday. Photo credit to ADB

$99M DEAL TARGETED
AT ROADS IN
NORTHEAST IN BID TO
IMPROVE SAFETY

THE NATION
THAILAND has gained a US$99.4

million loan from the Asian
Development Bank (ADB) to help
upgrade some of the country’s high-
ways and improve road safety in the
Northeast.

The loan agreement was signed
yesterdayby Finance Minister Apisak
Tantivorawong and the ADB’s direc-
tor general for Southeast Asia,
Ramesh Subramaniam.

“Transport infrastructure is an
important driver of growth for
Thailand’s economy,’ said
Subramaniam. “Improving the coun-
try’s road network will boost eco-
nomie growth and improve people’s
accessto economic opportunitiesand

social services. It will also help
Thailand become a trading and eco-
nomic hub in the Greater Mekong
Subregion (GMS).

Under the funding package, some
125 kilometres of highways will be
upgraded.

The praject follows the success of
the ADB-supported GMS Highway
Expansion Phase 1 Project in 2009,
which upgraded 178 km of an exist-
ing two-lane national highway to a
four-lanedivided standard, including
Highway 12 between Phitsanulok and
Lom Sak (105 km) and Highway 359
from Phanom Sarakham to Sa Kaco
(73 km). These two routes link to the
GMS East-West Economic Corridor
and the GMS Southern Economic
Corridor, respectively.

The GMS Highway Expansion
Phase 2 Project will upgrade Highway
22 (Nong Han to Phang Kon and
Sakon Nakhon to Nakon Phanom)
and Highway 23 (a section from Roi
Et to Yasothon) from two-lane high-
ways to four-lane highways. The proj-
ect will result in a more efficient and
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safe transport network for goods and
people. It will also help the govern-
ment improve road satety and man-
agement through safety awareness
training and knowledge sharing in
road safety audits.

The project is the ADB’s first sov-
ereign lending to Thailand with aspe-
cial finanecing arrangement, support-
ing the government’s efforts to effec-

tively manage the foreign exchange
risk exposure. The project is expect-
ed to be completed in the first quar-
ter 0f 2022,

Transport Minister Arkhom
Termpittayapaisith, senior officials,
and representatives from the Public
Debt Management Office under the
Ministry of Finance and Department
of Highways under the Ministry of
Transport also witnessed the signing
ceremony in Bangkok.
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Views on need for interest
rate rise diverge at the top

FINANCE CHIEF HAPPY FOR CENTRAL BANK POLICY RATE
TO STAY AT 1.5%, BUT BOT FLAGS INCREASE IF REQUIRED

THE NATION

FINANCE Minister Apisak Tantivorawong
isinnohurryto see interest rates goup, even
as the Bank of Thailand has put out signals
that a rise in its policy rate may be on the
way if the economy continues to grow and
inflation pressures build.

The apparently diverging viewpoints
emerged after the central bank said it “may
find less necessity for the current monetary
policy easing” and lift the policy rate in
response to the country’s sustained eco-
nomicgrowth and if “inflation tends to more
clearly stay in the inflation targeting frame-
work”.

Apisak said there is no reason for the
policy rate to rise, but pointed out the divi-
sion of responsibilities that sees the direc-
tion of the policy rate set by the BOT’s
Monetary Policy Committee (MPC), inde-
pendently of the Ministry of Finance's views.

Sofar, the committee hastaken good care
of the policy rate, Apisak said, noting that
the overall economic conditions should be
taken into consideration before any rate
increase.

“It depends on our necessity for the rate
rise. We have complained about the baht
appreciating too much. Now, the currency
has depreciated and this is better for farm-
ers as they can gain from higher export
prices.”

Apisak said the ministry is sticking with
its economic growth target of 4.5 per cent
for this year, as all sectors have been gain-
ing this year.

“We have seen good signals. We believe
that our domestic economy is stronger.
Certainly, we depend highly on exports to
drive the economy. But now, we have
tourism-related services to bring us higher
revenue,” he said.

As for the prospect of a global trade war,
Apisak said that Thailand, as with Vietnam,
would likely be among the beneficiaries as
emerging-market countries may experience
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only a limited impact from a rush to erect
trade barriers in major economies.

“Our export products are not those that
have been sanctioned,” Apisak said.
“Meanwhile, we also have good distribution
channels within Asean and depend less on
the US market. Asean countries have high
purchasing power and when trade wars
occur, Asean countries may not get into
trouble.”

AS FOR THE PROSPECT OF A
GLOBAL TRADE WAR, APISAK
SAID THAT THAILAND, AS WITH
VIETNAM, WOULD LIKELY BE
AMONG THE BENEFICIARIES AS
EMERGING-MARKET COUNTRIES
MAY EXPERIENCE ONLY A
LIMITED IMPACT FROM A RUSH
TO ERECT TRADE BARRIERS

IN MAJOR ECONOMIES.

The government has sought to redis-
tribute income to low-income earners
through the use of state welfare cards and
that an increasing number of community-
level shops have registered for value-added
tax rebates to offset the impact from the
welfare card programme.

Jaturong Jantarangs, the central bank’s
assistant governor for the Monetary Policy
Group and secretary to the MPC, said that
the MPC would take local conditions into
consideration as the main factors in deter-
mining the need for an increase in the pol-
icy rate.

Although the central banks of major
economies and countries in the region have
reduced their monetary policy easing,
Thailand has taken a different path.
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This reflects the country’s stability in its
external positions and the manageablelevel
of risk to the stability of the financial sys-
tem, Jaturong said.

He said that if the economy held to its
growth path, with inflation firming within
thetargeting framework, “the current mon-
etary easing may become less necessary”. A
rise in the policy rate would become more
appropriate as “an optionin the policyspace
in the future”, Jaturong said.

“Although the Thai economy has
expanded satisfactorily with external sta-
bility, the committee has viewed that we
should not become complacent in the face
of a tightening global financial market sit-
uation. And the business sector should make
preparations for this,” he said.

“The economy faces higher risks and
these are more evident than those consid-
ered at every previous MPC meeting this
year,” Jaturong said, citing the intensified
concerns over a trade war.

Despite these pressures, less impact on
Thai exports is seen for this year, but a
greater effect on overseas shipments could
befelt nextyearif the trade restrictions play
out as feared.

According to the edited minutes of the
MPC meeting on June 20, released yester-
day, the committee voted 5 to 1 to keep the
policy rate unchanged at 1.5 per cent on the
view that accommodative monetary policy
remained an important factorinsustaining
domestic demand growth and facilitating a
gradual rise in headline inflation towards
the target.

Nevertheless, the committee discussed
“the conditions and appropriate timing to
begin normalising monetary policy” in the
future.

The committee viewed that, should eco-
nomic expansion continue and inflation
move more firmly within target range, the
need for the current stance of“extra accom-
modative” monetary policy would start to
decline.

Conversely, “the need for a higher policy
rate, in order to build policy space in the
future, would increase”, the minutes of the
meeting said.
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Rate held steady
despite high growth

SOMRUED|I BANCHONGDUANG
WICHIT CHANTANUSORNSIRI

The Bank of Thailand’s rate-setting panel
will start tightening monetary policy if eco-
nomic expansion continues and inflation
srays within its target range, said the Mon-
etary Policy Committee (MPC) in its first
extensive discussion on the conditions and
timing for a rate hike in recent years.

“The committee discussed conditions
and appropriate timing to begin normal-
ising monetary policy, saying if economic
expansion continues and inflation moves
more firmly within the target range, the
need for an accommaodative monetary
policywill fall, while the need for arate hike
to build policy space will increase,” said the
minutes of the MPC meeting on June 20.

At the meeting, the committee voted 5-1
to leave the policy rate unchanged at 1.5%,
the level it has been at since April 2015, One
member voted for a 25- basis point increase,
while member Kanit Sangsubhan was
absent. The committee also upgraded its
economic growth forecast for this year to
4.4% from 4.1%.

The MPC's last policy rate hike was in

umy

August 2011, when the committee raised it
a quarter percentage point to 3.5%.

Despite the fastest pace of economic

growth in five years, rising 4.8% year-on-

year during the first quarter, and headline
inflation entering the lower end of the
Bank of Thailand's target band of 1-4% for
a third-consecutive month in June, most
economists forecast that the central bank'’s
one-day repurchase rate will be kept on
hold throughout the year.

Thailand is among the few countries
still shrugging off monetary normalisa-
tion, though some Asean central banks
have already synchronised their monetary
policies with the US Federal Reserve (Fed).

The minutes said that accommodative
monetary policy remains necessary to sup-
port domestic demand growth.

The Thai economy has continued to
gain traction, driven by exports, tourism
and stronger momentum from domestic
demand, especially from private con-
sumption, but the growth is vet to be
broad-based.

The committee said that risks to the
growth forecast lean more toward the
downside, with the possibility that growth
could be lower than the baseline projec-
tion because of tit-for-tat tariffs by powerful
economies, lower-than-expected growth
of Thailand’s trading parmers if geopolit-
cal tensions flare up, lower-than-expected
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Customers buy
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0Id Siam Plaza.
Thais are
encouraged to
wear yellow to
celebrate His
Majesty the King's
birthday. The MPC
has maintained the
policy rate in an
effort to foster
domestic demand
growth, APICHIT
JINAKUL

domestic consumption as purchasing
power has yet to increase broadly and
the impact from the enforcement of the
Public Procurement and Supplies Man-
agement Act.

Finance Minister Apisak Tantivorawong
said that there is no need to start normalis-
ing monetary policy now.,

To escape the middle-income trap, Thai-
land’s optimum economic growth rate must
be 4-5%, while income inequality mustalso
be reduced, he said.

Most of those living on the bottom rung
of the economic ladder are engaged in the
agricultural sector, which employs 30 mil-
lion people. If ongoing farm sector reform
can boost farmer income, Thailand will be
able to rise out of the middle-income trap,
said Mr Apisak.

In the meantime, the Bank of Thailand's
assistant governor and secretary to the MPC
Jaturong Jantarangs said that the central
bank will focus on economic growth and
risks, while it does not have a specific infla-
tionrate target to tighten monetary policy for.

Some central banks, including the Bank
of Thailand, are mulling whether inflation
can really reflect economic conditions amid
the changing landscape, he said.

Under the new normal, the inflation rate
does not move in line with economic cir-
cumstances, said Mr Jaturong, adding the
inflation rates globally have increased at a
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slower pace than economic growth,

The central bank will also take business
risks into account for the monetary policy
manoeuvre, he said.

Mr Jaturong said the potential to raise
funds is there and the recent impact on
financing costs for the private sector from
the Fed's rate hikes have been limited.

“US protectionist measures will not
depress Thai exports this year, but contin-
ued uncertainty is expected to start taking
atoll on exports from late this year to next,”
he said.

But private investment and public
spending should play a greater role in driv-
ing the economy, said Mr Jaturong.

Regarding higher loan growth in the
banking industry, he said that private
investment should pick up, while non-
performing loans have been steady.

But the central bank has spotted an
uptick in soured mortgages, particularly
in condominium projects with units priced
below 2 million baht, amid intense compe-
tition among lenders and their higher risk
appetite, he said.
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