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EXCLUSIVE INTERVIEW

Resetting the economy

The BoT chief grapples with the challenges of ageing demographics, inadequate educ.aﬁion 'and an
economy driven by public investment, write Oranan Paweewun and Pawee Sirimai

R —

ki

greying populiation, educa-

tion problems and the gov-

ernment’s outsize role in

society pose risks to the coun-

: try’'s economy that must be

addressed, says the Bank of Thailarid chief.

Central bank governor Veerathai Sariti-

prabhob, in an exclusive interview with the

Bangkok Post, sheds some light on threats

to the country’s economy in the long term,

and his views on the current economic cir-

cumstances and a bad-loan uptick in the
banking sector, :

" LONG-RUN THREATS (

An older populatioh is a challenge that
affects all aspects of the Thai economy
including labour, savings and consump-

" tion, said Veerathai Santiprabhob. Most

Thais have not considered how to prepare
for post-retirement life, he said.

“This issue should be put on the
national agenda so it is dealt with seriously

. and systematically,” said Mr Veerathai,

Thailand is classified as an "ageing soci-
ety” by the UN and will become an “aged
socigty” by 2025. A saciety is considered

- ageing when one-tenth of its population

is aged above 60, and aged when one-fifth
is above 60.

The Fiscal Policy Office estimates the
percentage of Thais aged 60 and over is
expected to increase from 14% of the popu-
lation to 17.5% in 2020, 21.2% in 2025 and
25.2% in 2030.

The Finance Ministry is keen on rein-
forcing the retirement safety net to prepare
the country for the demographic shift and

seeks ways to alleviate the fiscal burdenin -

taking care of the eldetly.

Last yeat, it set up the National Savings .

Fund (NSF), a voluntary pension fund
for 27 million non-formal workers, and
allowed provident fund members to make
higher contributions than their employers.

Moreover, it is seeking to implement
reverse mortgages — loans for the elderly
that allow them to convert the equity in
their homes into cash — as well as a man-
datory provident fund.

Mr Veerathai said many. questions
remain about the ageing society, includ-

ing who will take responsibility for the care -
of elderly people, how the aged will pay:

for their retirement years, and whether
immigrant labourers are needed to offset
the retiring Thai werkfarce.

The country needs to encourage a

-



higher birth rate arnong Thais to allevi-
ate some of its ageing-related challenges,
he said.

‘Thailand also faces long-standing prab-
lems concerning its educational system
such as a shortage of workers graduating
in science and technology fields as well
as a dearth of vocational school graduates
and researchers who can support Thai-
land 4.0. There is also a mismatch of skills
employers want and workers have, said
MTr Veerathai.

People lack life skills needed for a fast-
changing environment such as financial
literacy and technology know-how, he
said, adding language skills are also crucial.

Mr Veerathai said the government’s role
in the economy should be scaled down in
the future to that of a policymaker, regula-
tor and facilitator. )

“During the economic downturn, we
need the government {o play a role in stim-
ulating the economy. But the government's
role should be reduced in the next five to
10 years,” he said.

COMFORT WITH GROWTH VIEW
Mr Veerathai said he was comfortable with

the central bank'’s 3.2% GDP growth fore-
cast this year, as the economy rose ata fast
clip in the first half and indicators were
still solid in the thurd quarter. Activities in
some sectors have cooled during the final
quarter, he said.

“We need to study the figures from
October,” Mr Veerathai said. “Some sec-
tars such as food have hardly been hit,
but those related to entertainment slowed
as expected.”

The government’s crackdown on zero-
dollar tours has dealt a blow to Chinese
tourist arrivals and its supply chain, he
said. Some tourists may postpene their
visit to Thailand as the economy may not
be favaurable to travel, said Mr Veerathai.

However, the economic fundamentals
are unchanged and Thailand remains resil-
ient to unexpected shocks based on low
foreign-denominated debt, a high employ-
ment rate, and a diversified economy and
markets.

Thailand’s economy recently picked up
the pace, particularly from August to Sep-
tember when exports tumed the corner,
while a recovery in some countries includ-
ing the US and robust growth in Cambodia,

BoT governor
Veerathai
Santiprabhob says
he is comfortable
with the central
bank’s 3.2% GDP
growth forecast
this year.
PORNPROM
SATRABHAYA

Laos, Myanmar and Vietham come as a
boon to Thai merchandise shipments,
he said.

“The rebound has become more diver-
sified, but it is still far from a real broad-
based recovery as rural areas still feel
the pinch from the drought and soft crop
prices,” said Mr Veerathai.

Thailand faces a supply constraint in the

" labour market and a demand constraintin

rural areas, preventing the country’s econ-
omy from a broad-based rebound, he said.

From a macro perspective, the coun-
try still lacks investment, private invest-
ment in particular, and this has eroded
economic.activities in the short term

" and productivity in the longer term, said

Mr Veerathai.
The business sector has decided to hold
off on investment because of the lacklus-
tre global economy, surplus production
capacity and tepid purchasing power, but
it needs to invest in new technology in
preparation for a recovery, he said.

“We need investment to prepare for new
challenges. | would like to see more invest-
ment, especially during a low-interest-rate
period,” Mr Veerathai said.
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st of funding likely to rise as
Trump takes power, forum told

INVESTMENT
PROJECTS SHOULD
GET MOVING SOON

BUSINESS REPORTERS
THENATION : |

" THAILAND should speed up

its investment projects inciud-
ing the “Thailand 4.0” model,
as the cost of funds will be on
an uptrend due to the expect-
ed steady increases in interest
rates after Donald Trump
becomes the US president early
next year, a forum heard yes-
terday.

Paibcon Nalinthrangkurn,
chief executive officer of Tisco
Securities and chairman
of the Investment Analysts
Association, told the seminar
organised by the Federation
of Thai Capital Market
Organisations that Trump’s
policy to rebuild the US econ-
omy. would result in more
fiscal debt.

This might prompt the US
Federal Reservetoraiseits pol-
icy interest rate more than
twice 4 year.

Rising rates will reduce
interestin the bond market but
the stock market will begin out-
pertorming. -

Investors will move their
money from the debt to the
equity market.

Allin all, this is a good time
for the military-led govern- .
ment to mobilise funds to sup-
port infrastructure projects
before the general election at
the end of next year, Paiboon
said.

Surong Bulakul, chairman
of the Thai Listed Companies
Association (TLCA), said trade
flows would change signifi-
cantly under Trump’s reign,
and Thai traders must learn to
deal with the new pattern.

He said the government
must rapidly implement the
Thailand 4.0 model to make
the domestic economy stronger
and offset the impact from the
change of trade flows.

Thailand has high cxposure
to exporting foods to the US.
Thailand’s agencies should be
cautious in negotiating with
the US over such matters
because Trump will seek ways
for the US to gain in competi-
tiveness, he said.

Benjarong Suwankiri, head
of TMB Analytics, sees less
chance for any free-trade
agreement between Thailand




conomists and experts from the capital market yvestarday share their views on the outlook for the Thai

stock market and economy after Donald Trump won the US presidential race.

and the US because Trump's
“American first”policy isa clear
signal that he wants to reduce
external dependence.

His fiscal policy will drive up
inflation in the US, and this will
influence interest rates.

As trade patlterns are
changing, the Regional
Comprehensive  Economic

manufacturing, he said.

At a separate event, Tttirit
Kinglake, president of the
Tourism Council of Thailand,
said Trump’s victory was not
that big a worry because Thai
tourism did not depend much
on the US market. Instead, the
key sources of arrivals are Asia,
Europe and Oceania.

HIS FISCAL POLICY WILL DRIVE UP INFLATION IN THE
US, AND THIS WILL INFLUENCE INTEREST RATES,

Partnership will be the crucial
agreement for Asia, and
Thatland should foeus more on
the RCEP to drive trade activi-
ties in the region, he said.

Kobsak Pootrakool. viece
minister of the Prime Minister'’s
Office, said.that since the rela-
tionship between the USand the
global market will not be good,
Asia should integrate more to
realise opportunities as the
investment destination of the
global market.

Paiboon said the US was not
competitive as a production
base in many areas, and 70 per
cent of its economy depended
on the service sector,

The returns from the service
sector are better than from

Andrew Gulbrandson, head
of research and consulting at
JLL Thailand, does not expect
Thailand’s real-estate investors
and market to feel any impact
from the US election, at least in
the short term,

Unlike Hong Kong's dollar,
the Thai baht is not directly
pegged to the US currency and
has remained fairly stable over
the past several months.

1t is unlikely that Thailand’s
reai-estate pricing will become
more attractive to internation-
al investors than it was before
the US election.

Ifthereis asustained deval-
aation in the US dollar, suchas
scen in the UK's pound after
the Brexit vote over the sum-

mer, the United States may
become a more atiractive
investment destination for
Thai real-estate playersthanin
the past vears .

However, because of a high
Jevel of uncertainty and the fact
that no new policy directions
should take place until at
least the first quarter of next
year, it may be premature
for any investors to rush
into the market, Guibrandson
said.

“Having said that, demand
for real estate in all markets is
highly dependent upon macro-
economic conditions.

“As such, itwill be important
to keep a close eye on
how policies and programmes
enacted by the new US admin-
istration impactglobal markets,
particularlyin the case of China,
whichis one of Thailand's major
trading partnegs and a growing
source of real-estate investment
into Thailand,” he said.

Emerging-country  stock
markets and currencies are, in
the near term, expected to
underperform-those of devel-
oped countrics, particularly the
USafter Trump's victory, Trinity
Securities said in a research
nofe.
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