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Krungsri advises stimulus for middle class

Personal income tax
cut may be the key

WICHIT CHANTANUSORNSIRI

Fiscal stimulus should targetthe middle
class and salaried workers as they are
not as affected by the flagging economy
and their purchasing power remains
resilient, says the head of Krung-
sri Research.

The government’s stimulus meas-
ures have been launched to aid those
adversely affected by the economic
slowdown, but they would be more effi-
cient if they focus on those less affected
by the economy, said Somprawin Man-
prasert, head of Krungsri Research and
chief economist.

Available tools for fiscal stimulus are
state spending and taxes, he said, noting
that implementation could widen the
government's budget deficit but this is
not worrisome, given the low level of
public debt at 40% of GDP.

Without the stimulus packages, the
economic slowdown will be aggra-
vated, resulting in lower tax revenue
and a higher budget deficit, said
Mr Somprawin.

A personal income tax cut, which
might beimplemented on a temporary
basis, could stimulate the economy,
he said.

“The global economy shows signs
of recovery, but the local economy
remains murky. There is a27.3% likeli-
hood the economy will slip into reces-
sion, up from 4.1% in the first quarter of
last year, but still far from the alarming
level of 40%,” said Mr Somprawin.

The economy is not in recession,
but the possibility is increasing as the
economy sags and becomes more frag-
ile, he said.

Krungsri Research downgraded
Thailand’s 2019 economic growth out-
look to 2.4% from 2.9% previously and
forecasts 2.5% growth in 2020.

The latest forecast by Bank of Ayud-
hya's research arm is below the National
Economic and Social Development
Council’s projection at 2.6%, and the
Bank of Thailand's and Finance Min-
istry's at 2.8%.

The central bank is slated to revise
the forecast for GDP growth in 2019
and 2020 at this month’s meeting,

The global economy shows signs of recovery,
but the local economy remains murky.

SOMPRAWIN MANPRASERT
Head of Krungsri Research

THAILAND’S ECONOMIC

FORECASTS

Indicator

W GDP
W Private consumption expenditure

I Government consumption expenditure
B Private investment

M Publicinvestment

M Nominal exports in dollar terms

B Nominal imports in dollar terms

M Current account balance (billion US$)
M Tourist arrivals (million)

M Headline inflation

M Core inflation

W Exchange rate (end of period, baht/USS)
M Policy rate (end of period)

W Dubai crude oil price (average, USS/barrel) 66.5

Source: Krungsri Research

where a downgrade is anticipated after
a weaker than expected reading in the
third quarter.

The economy grew 2.4% year-on-
year in the third quarter, marginally
improving from 2.3% in the previous
quarter but below the 2.8% seen in the
first three months of the year.

Domestic investment is expected
to remain weak next year, given that
capacity utilisation is at 60%, still below
the 70% threshold where additional
investment boosts production capac-
ity. This could compel the government
to roll out new stimulus measures, Mr
Somprawin said.

Fresh economic stimulus measures
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must be unveiled at the right time and
hit the right target, he said.

The forecast of 2.5% growth in 2020
assumes the country’s customs-cleared
exports in dollar terms will reverse
course to expand 1.5%.

Krungsri Research predicted Thai-
land’s exports will shrink 2.5% this year.

Despite monetary policy easing,
money flows in the economic system
have slowed, which is an indicator of the
sluggish economy, said Mr Somprawin.

He predicted the Monetary Policy
Committee will cut the benchmark
rate by another 25 basis points next
year from a record low of 1.25%, last
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recorded during the 2007 global finan-
cial crisis, to prop up the economy.
Finance Minister Uttama Savanayana
said the ministry is mulling additional
perks for the Taste-Shop-Spend scheme
and they are expected to be finalised

this month.

New privileges are expected to be
adopted next year as a New Year's gift

to Thais, he said.
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Deduction of B200,000
for LTF replacement

WICHIT CHANTANUSORNSIRI

The cabinet has approved Super Sav-
ings Funds as a new tax-saving fund
to replace long-term equity funds
(LTFs), for which the tax incentive
is due to lapse at year-end.

The ceiling contribution entitled
to a personal income tax deduction
will rise to 30% of annual accessible
income, not exceeding 200,000 baht,
for the savings fund, said Finance
Minister Uttama Savanayana.

The tax-deductible amount is
capped at 500,000 baht per year
when combined contributions to
the new tax-saving fund are added
to retirement mutual funds (RMFs),
provident funds, the Government
Pension Fund, the National Sav-
ings Fund and pension insur-

ance premiums.

The lock-up period for contribu-
tions to Super Savings Funds is 10
calendar years, longer than LTFs'
SEVen years.

Individual taxpayers are now
allowed to deduct up to 15% of
accessible income, or a maximum
of 500,000 baht a year, whichever is
lower, for contribution to LTFs.

They are also permitted to sepa-
rately deduct contributions to RMFs
worth up to 500,000 bahtbut no more
than 15% of accessible income. The
500,000-baht RMF contribution cap
must include contributions to provi-
dent funds and pension insurance.

There is no minimum contribu-
tion requirement for Super Savings
Funds, and individual taxpayers are
not required to make continuous
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contributions to the new fund.

Super Savings Funds are allowed
to investin all kinds of securities, Mr
Uttamna said.

Tax perks for contributions to
the funds will last for five years
through 2024.

People can still investin LTFs after
this year, but their contributionis no
longer entitled to a personal income
tax deduction.

The Finance Ministry believes
that tax refunds for contributions to
Super Savings Funds will differ little
from those for LTFs, Mr Uttama said.

He said the new funds are meant
to encourage long-term savings, with
middle- and low-income earners
benefiting the most.

In related news, the cabinet
tweaked the tax incentive criteria for
RMFs by doubling the percentage of
contributions to the fund to 30% of
accessible income but keeping the
maximum amount unchanged at
500,000 baht per tax year.

The minimum contribution
requirement to RMFs of 3% of acces-
sible income or at least 5,000 baht
is scrapped to enable middle- and
low-income earners to make con-
tributions to the funds. The require-
ment for continuous investment
with a prohibition of stopping con-
tributions for more than one year
remains unchanged.

Ruenvadee Suwanmongkol, sec-
retary-general of the Securities and
Exchange Commission, said Super
Savings Funds are expected to be
ready for subscription from Feb 2,
2020.
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Cabinet green lights
Super Savings Funds

The cabinet has okayed Super Savings Funds to
replace long-term equity funds, for which the tax
incentive is due to lapse at year-end.

The ceiling to a personal income tax deduction
will rise to 30% of annual income, not exceeding
200,000 baht, Finance Minister Uttama Savanayana
said yesterday.

The tax-deductible amount is capped at 500,000
baht per year when contributions to the new saving
fundare added to retirement mutual funds, provident
funds, the Government Pension Fund, the National
Savings Fund and pension insurance premiums. The
lock-up period for contributions to Super Savings
Funds is 10 calendar years.

Full report: Page B1
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