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INVESTMENT
Ministry sets
conditions
for tax break

WICHIT CHANTANUSORNSIRI

G
BZ,

The Finance Ministry will require com-
panies planning to take advantage of the
renewed double deduction for corporate
income tax for private investment expenses
to inform the Revenue Department on the
type of business they will invest in.

The ministry does not want the tax privi-
lege to be a free ticket, Finance Minister
Apisak Tantivorawong said. But the invest-
ment does not have to be completed within

One year.

A one-year extension of the tax break
as requested by the private sector will be
tabled for cabinet approval this month. The
expired tax incentive mandated that com-
panies completed their investment from
Nov 3, 2015 to the end of 2016.

A source at the Finance Ministry said
a major requirement for companies to be
eligible for the soon-to-be-renewed tax
incentive is that they invest more this year

than last.

Thailand is in dire need of fresh private
sector investment to boost the lacklustre
economy. The government wants to see
new private investment in the next couple
of years to ward off the effects of tepid
expaorts by offering additional tax incentives
to investors who kick off their investments

during 2015-16.

Mr Apisak, however, declined to say
whether renewal of the tax break will be
tweaked from the expired measure.

Mr Apisak says e tax privilege should not
be a free ticket.
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Bioeconomy scheme kicks off

CHATRUDEE THEPARAT
G

The government and private sector under
the Pracha Rat public-private collabora-
tive scheme yesterday launched the bio-
economy development plan 1o promote
more private investment in biotechnology-
related businesses.

Twenty-three organisations from gov-
ernment units, the private sector, edu-
cational institutes and research centres
signed a memorandum of understanding
to drive biceconomy development.

A bio-based economy, bioeconomy or
biotechonomy refers to all economic activi-
ties derived from scientific and research
activity focused on biotechnology.

Prasert Boonsamphan, co-chairman
of the Pracha Rat steering committee on
bioeconomy, said biceconomy devel-
opment will cover five sectors: bioen-
ergy, biochemicals, food, animal feeds
and biopharmaceuticals.

The first development will focus on tapi-
oca and sugar cane, where 10 million farm-
ers are engaged in expanding into other
farm products such as natural rubber and
rice, said Mr Prasert.

Sugar cane and tapioca are now used
as raw materials for many industries such
as ethanol, bioplastics, food, bioenergy
and biopharmaceuticals.

He projects private investment in the
10-year development plan will hit up to 400
billion baht, with added value to sugar cane
expected 10 reach 300 billion and those 1o
tapioca amounting to 100 billion.

Deputy Prime Minister Somkid Jatus-
ripitak said this is the right time to imple-
ment such a development plan, saying a
biceconomy will help increase income in
the farm sector, which covers half of the
Thai population.

“We have to aim high to develop all farm
products. Al studies should focus more on
worldwide demand,” he said. “If Singapore

can develop Biopolis without having a farm
sector, we believe Thailand, which is a pro-
duction base for agricultural products, can
do even better”

Mr Somkid said biceconomy develop-
ment should be focused in the Eastern
Economic Corridor (EEC) and Khon Kaen
province, which is a key location for sugar-
cane cultivation.

The EEC will run through Chon Buri,
Rayong and Chachoengsao. The corridor
has been designated for development as
a high-tech industry cluster, with an eye
towards becoming Asean's leading eco-
nomic zone for industrial, infrastructure
and urban development.

The projeci is meant to accommodate
the 10 targeted industries being promoted
as clusters by the government.

Those industries are next-generation
cars; smart electronics; affluent, medi-
cai and wellness tourism; agriculture and
biotechnology; food; robotics for industry;




BIOECONOMY: 10-YEAR ROADMAP

Combined investment: 365 billion baht

« Improve seedstocks and procure * Expand cultivation areas
machinery needed :
s Extend projects in existing areas:

1. Bioenergy — three projects and development and environmental
2. Biopharmaceuticals — four projects protection, heading to biopotis
« T prepare for the devetopmentofa | » To develop and expand high-valued
biorefinery to make high-valued i bioproducts with cooperation from all
bioproducts — 13 projects ! stakeholders in bioeconomy.
. Total: 51 billion baht. Total: 182 billion baht
N L

« Construct integrated biorefinery cormnpiex that ! hub for bioproducts
nandies not only production but also research i« Jo construct prototype factory

» To upgrade Thailand into regional

and pharmaceuticals production
facility for commercial purpose

« To develop comprehensive
clinicat research both at home
and overseas.

Total: 132 billion baht.

logistics and aviation; biofuels and bio-  water transport hub, linking the Dawei

chemicals; digital; and medical services. deep-sea port in Myanmar with Sihan-
The cotridor will also rely on develop-  oukville in Cambodia and Vung Tau port
ments in transport infrastructure. in Viemam.

The EEC is also set to becoime an Aseai Investors in the EEC will receive

POSTgraphics

privileges, including land leases for 50
years and extensions of 49 years, visa-free
grants for the import of skilled labour or
executives, special tax perks and finan-
cial incentives.
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- Trump s pol1c1es

Baht forecast to hit 36.5 by mid-year

Dollar set to rise on

"PAWEE SIRIMAI

¥,

The baht is expected to weaken to 36.5
against the greenback in thefirst half of this
year before reversing the trend to become
firmer at 35.5 at the end of the year as US
President Donald Trumyp might niot be able
to deliver as strong econemic growth as
expected, says TMB Bank (TMB).

‘Trump's policies are rather high, cou-
pled with the fact that the: Fed {Federal
Reserve) has signalled multiple increases
in the policy rate this year, we expect the

1S dollar to keep appreciating in the first
- halfofthis year, said Saranya Phuphatana,

exeeutive vice-president and head of capi-
tal markets at TMB,

raising the1r rates, he sald

“We think that there’s still the possibil-
ity that commercial banks might increase
their minimum lending rate despite the
unchanged policy rate if loan demand is
high this year,’ sald Mr Saranya.

TMB chief executive Boontuck Wun-
gcharoen recently forecast that the
banks’ lending rates will start rising in the

second half of this year due to stronger -

loan demand.

Meanwhile, a report by Maybank Kim |
Eng said Thailand's and Indonesia’s resil-
ience have shown significant improve-

"vAs the matket's expectations for My  TeDts since the Yed's tapering in 2013.

Thailand’s resilience has strength-

‘ ened because of its ballooning current

is

Since the US presidential élection in .
. Novemiber last year, the market has priced '
- in the new president's election promises

to spur growth. This has triggered capital

" repatriation to the world's largest economy

and pushed upthe greenback, he said.

“But the possibility of implementing
these policies remains in doubt and if it
turns out that he can't deliver ali that he
has promised, the US dollar couid’ depre-
ciate in the second half of this year," said
Mr Saranya.

TMB forecasts the US central bank this
year will raise its target rate twice, by 25
basis points each time, while the Bank of
Thailand's Monetary Policy Comimittee
(MPC) will keep its policy rate on hold at
1.5% throughout the year to accorunodate
the economic recovery.

“Even though we expect inflation to
edge up this year, the main engines of the
economy, such as private consumption
and investment, remain lackiustre. This

account surplus, which has widened |
! to more than 10% of GDP from a small !
~ because of the sharp fall in-its current

deficit during the tapering. This :
the widest current account
surplus since the 1998 Asian crisis, when
investment collapsed, it said.

Robust tourism receipts and weak
imports have improved its current account.

The Bank of Thailand has taken steps.
to encourage capital outflows (one of the
few central banks moving in the opposite

direction). Foreign reserves are at rela-.

tively high levels, but have not increased :
significantly (at $172 billion or 4.88 trillicn
baht) as a result, still below the pre-taper |
tantrum léevel of $182 billion.

For Indonesia; foreign reserves have
recovered most strongly (+$11.2 bﬂhon)
among Asean members. ='

Higher trade surpluses, capital inflows,

alower current account deficit, and a suc- -

cessful tax amnesty program have helped.
The reserves to imnport ratio is at a comfort-
able 9.9 times and reserves to short-term
external debt is at 2.8 times.

Portfolio flows to the ASEAN- 5 have

recovered as bf the third quarter lastyeas,

has lead us to believe that the MPC will

stand pat on the rate this year,” he said.

Given the rise in corporate bond yields
following a spike in the government’s
long-term bond yields, the private sector’s
financial costs are expected to increase
this year.

With rising bond yields, companies will
likely shift to bank loans, with rising loan
demand potentially forcing lenders to start

after cont:actmg in 2015

A recent Fed rate hike in December last
year may have led to a pullback in spe-
cific countries. In recent years, portfolio
flows appear more stabie for 1ndones:a
but mare volatile for Malaysia, Singapore,
which used to witness more volatile port-
folio flows pre-quantitative easing, has also
seen lower volatility, it said.
~ "We take stock of standard resilience
metrics and assess how they have changed
since the tantrum episode The three-
‘and-a-half year interlude since 2013 has
‘given policymakers some breathmg space
and time to shore up their reserves and
buffers to face the eventiality of another
future shock,” it said. .

The Philippines hasshown some slight
deterioration in its resilience, largely

account surplus.

The fall is largely due to hlgher
mfrasn'ucture related unports and com-
modity prices as the Philippines is a net
comimodity importer.

The country’s pesc may face greater
pressure if the current account slips into a
deficit in:the coming years, The Philippines
has nothad a currént account deficit since
. 2003, Foreign reserves have been sliding

! in recent months, falling from a high of

* $86 billion in Septemnber 2016 to about $81
' billion in December.

Reserves cover to imperts and short-
term external debt nevertheless remain
comfortably high, atabout 12.2 times and
6.1 times respectively.

Malaysia's resilience has not materially
changed since the so-called “tantrums”
apisode In 2013, Foreign reserves fell
sharply duting that time from a high of
$141 biltion and have not recovered since.

FX reserves were $95 billion at the
: end-2016. '
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Thai bait
banknotes seen at
a ¥asikornbank.
Bankers predict
the Thai baht wilt
weaken mid-year
before bouncing
back at year-end
over doubts that
US growth would
be as strong as
expected. REUTERS
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