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LOW-INCOME RELIEF PAID

¥+ Government Savings Bank has
transferred funds to 1,466,992 low-
incoree eamers under a government
relief measure,

Chatchaj Payuhanaveechai, presi-
dent of the bank, said that last Friday
and Saturday, about Bt2.88 billion
was transferred 101,286,820 low-
income earmners. The eligible low-
income earners assigned to the bank
by the Finance Ministry totat
2.160.,869. On Wednesday, the bank
transferred Bt433.24 million t0 180,172
mare low-income earners eligible for
the project.
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Apisak sees higher growth from sp

PAWEE SIRIMAI .

The government's plan for massive spend-
ing from the mid-year budget for local
developments and front-loaded spend-
ing by state enterprises is expected to add
at least 0.2-0.3 percentage points to eco-
nomic growth next year.

“The Finance Ministry's research
deparumnent estimated the economy will
expand 3.4% next year without the front-
loaded hudgetary spending and over 100
billion baht in budget spending from the
mid-year budget, but at least 0.2-0.3 per-
centage points are expected to be added if
these projects materialise. We need to help
them materialise,” said Finance Minister
Apisak Tantivorawong.

“With these two schemes, we believe
the country’s economy next year will grow
at a faster pace than this year, though pri-
vate investment remains tepid”

The ministry has instructed state

enterprises to front-load investment
spending earmarked over the next two
years in 2017 to boost the country's
economic growth amid lacklustre pri-
vate investment.

The cabinet recently approved the mid-
vear budget of as much as 190 billion baht.

Labourers work on
a mass transit
project. The
government
expects state
investment in
infrastructure
projects to pumgp
up the economy
next year. PATIPAT
JANTHONG

Seme 100 billion will be allocated tor local
development of 18 clusters of provinces,
with the rest for Village Fund development
warth about 500,000 baht per village.

He said each provincial cluster will be
earmarked in a range of 5-60 biliion baht,
compared with 400-500 million in the past,




10 sharpen the country’s competitive edge.

In addition, state investment in big-
ticket infrastructure projects worth 220 bil-
lion baht wil be pumped into the economy
next year, said Mr Apisak.

“The private sector has not started o
invest, so it is the government's duty to
build up confidence. We 're still lucky that
our fiscal position is in good shape and
public debt is relatively low, which allow
us to conduct expansionary fiscal policy,
though the spending miust be worthwhile,”
he said. .

Thailand bas lacked investment over
the past decade, leaving the country’s
technology lagging behind its peers, said
Mr Apisak.

‘the government has tried to push com-
panies torev up their investment by offer-
ingincentives, which has worked for some
large companies, but not smaller ones, as
they still have leftover capacity, he said.

With low interest rates and government

investment incentives, companies should
take this opportunity to build up competi-
tiveness for the long run, said Mr Apisak.

In related news, he said the impact on
the "Thai financial market from the Fed’s
rate increase is expecied 1o be limited,
given that the country has little foreign-
denominated debt and domestic financial
sources will be largely used 1o fund big-
ticket infrastruciure developments,

Some 96% of public debt is domestic
borrowing, so the US interest rate hike
should not raise borrewing costs. The
country’s financial system has liquidity
surplus, said Mr Apisak,

“Capital outflows are nat an issue right

now as foreign portfolio investment is not .

significant. We have a high current account
surplus and this reflects higher capital
inflows than outflows,” he said.

Mr Apisak said the Ved's outlook of
three rate riscs in 2017 is only a guess, but
the statement will lead markets to adjust.
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Thai banks ahead in
Moody’s stress tests

POST REPORTERS

Thai banks cutperformed in Moody's Inves-
tors Service's stress tests, indicating their
capability to withstand economic shocks.

Peers in China, Malaysia and the Phil-
ippines also outperformed in the stress
test, the international credit rating agency
said in its report, “Banks — Emerging Asia:
Stress tests reveal resilience among most
Emerging Asian banks but alsc some pock-
ets of risk”

“Their losses are more limited and
they have enough buffers to absorb the
stress test: their capital ratios would fall by
around four percentage points, with the
stressed TCE [tangible common equity]
ratio remaining above 6%, the report said.

Moody's tested 97 banks in Emerging
Asia. Pakistan, Mongolia, Sri Lanka, Viet-
nam and India are among the worst per-
formers in the stress test, with stress capital
ratios falling into negative territory.

Their current levels of capitalisation are
low and non-performing loans (NPLs} high,
Moody's said, adding they would also be
severely hit by their exposure to govern-
ment bonds with low ratings that would
carry high expected loss rates if a stress
scenario were to materialise.

The risk is also severe inn Indonesia, but
the system there benefits from a high initial
capital ratio that is more than sufficient to
offset losses, it said.

In general, the stress tests’ outcome
showed banks in the region on average
would see their capital ratio fall by 5.7 per-
centage points over the two-year testing
period (down from, 11%}, whereas NPLs
would go up to 12.5%, up from 3% at the
end of 2015.

“These are better results than the

average of the near 80 banking systems
that we covered in our regular stress tests,”
it said.

Moody's expects Emerging Asia's GDP
growth to have decelerated to 6.5% in 2016
and t0 6.2% in 2017,

“These are still robust figures, although
they belie some divergent trends across
the individual countries. China is the main
driver of aggregate EA GDP growth, and
we expect its economy to continue slowing
down to levels closer to 6% in 2018, down
from almost 7% in 2015. India will maintain
its strong momentum, whereas growth in
Indonesia, Pakistan and the Philippines will
accelerate. In turn, growth rates in Mongo-
lia, Thailand and Vietnam are expected to
decelerate,” it said.

Fundamentals in these economies may
have improved, but two factors present a
clear downside risk — half of the countries
in the region still run current account defi-
cits, and weaker capital inflows will make
those deficits more difficult to fund.

Moreaver, in some of these economies
the total level ofindebtedness is high and a
significant proportion is in foreign currency.

For example, according to the Institute
of international Finance, foreign-currency
debt in countries like India, Indonesia,
Malaysia and Thailand ranges between
20% and 40% of total debt.

The current pace of depreciation in these
couniries may make debt more difficult to’
serve, and may pose a risk to the corporate
and banking sectors, it said.

"We think these challenging macroeco-
nomic conditions will only have a modest
impact on the metrics of the regional bank-
ing system. Banks could absorh losses from
higher NPLs, and capitalisation will roughly
remain at 11% {as measured by the TCE|.”
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Festive shopping tax
break could cost ALL
OF USin long run

he government has hit a dead-end inits search
Tfor new short-term measures to shore up the
recovering economy in the last quarter of this
year, which may resutt in a depressed multiplier
effect for the Kingdom's GDP growth.
Prime Minister Prayut Chan-o-cha's administra-
tion announced tax breaks for festive shoppers at

.the Cabinet meeting on Tuesday.

The measuse comes on top of the Bt30,000in
deductible tax-expenses on tourism and travelling.

The shopping bonus was granted for taxpayers
who buy goods and/or services of Bt15,000, who
will have the tax deducted from their annual
income tax returns according to their earnings.

For example, if your annual income is Bt1,5 mil-

lion — which is subject to the maximum 20 per cent

rate — you will receive Bt3,750 in tax refund if you
sperid Bt15,000 on goods in one go. In short, one
can ask for maximum refunds ranging from Bt750
to Bt5,250 based on ane's personal income tax
rate.

Details of the measure are almost the same as -
that corresponding scheme launched last year,
except the shopping tax break lasts 10 days longer
this year, effective from Wednesday to December
31

Last year's festive tax break saw consumer
spending boasted by BtS billion, while the govern-
ment lost total income tax of anly Bt1.2 billion.

This year, the authorities expect a Bt20 billion
boost in consumer spending during the final
month, driving the estimated GDP growth rate
from 3.1 per cent to 3.4 per cent for the last quarter
and making an estimated average growth for the
full year of 3.3 per cent. Thailand's GDP growth rate
in 2015 was 2.8 per cent.,

Some experts criticise the measure, saying it
will not only waste the state funds but also likely
minimise the multiplier effect on GDP growth given
that fewer consumers will spend money over
uncertainty at the state of the global economy.

This year's shopping tax break also merely
repeats last year's scheme, meaning the novelty
for shoppers may have waorn off. About four million
taxpayers are believed to have benefited from last
year's shopping tax incentive, but that figure could
fall this year, For instance, those who earn annual
incame af less than Bt300,000 witl receive a maxi-
mum of only Bt750 in tax refund if they spend
Bt15,000. That rateis too low to lure themto
spend big.

Meanwhile, the list of goods and services nct an
the tax-exempt list is long and includes cars,
motorcycles, boats, gold bullion, alcohol, insurance,
surgery, fresh food, books and magazines, duty-
free goads, fuel, and out-bound tours.

if pecple with high purchasing power want to
save rather than to spend, the multiplier effect -
wheraby the government injects money to boost
consumer spending and drive the economy — will .
be low. It appears that this government measure
might not be worth the money, after all.




