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BoT relaxes LTV rule for mo

Central bank tweaks
debt-servicing period

SOMRUEDI BANCHONGDUANG
KANANA KATHARANGSIPORN

The Bank of Thailand is easing loan-
to-value (LTV) regulations govern-
ing mortgage lending, shortening the
minimum debt-servicing period for first
mortgages for those seeking a second
for homes priced below 10million baht.

Another tweak is lowering the mini-
mum down payment for first mort-
gages for homes valued 10 million baht
or more.

Those who buy residences valued
less than 10 million baht and apply for
afirst mortgage are also allowed to take
outa top-up mortgage of up to 10% on
top of the housing loan, constituting as
much as 110% for the mortgage bun-
dled with the top-up.

The move came into effect yesterday,
said Ronadol Numnonda, deputy gov-
ernor of Financial Institutions Stability.

The amendment is aimed at helping
people to have their own homes but
maintains the ability to eliminate arti-
ficial demand, he said.

Under the amended regulation,
the minimum down payment for the
second mortgage with homes valued
less than 10 million bahtis at 10% if bor-
rowers have serviced the first mortgage

contract for at least two years and 20%
if the first mortgage has been paid for
less than two years.

The previous regulations required
borrowers to make a minimum down
payment for the second mortgage at
10-20% if borrowers have paid the first
contract for three years or longer and
less than three years, respectively.

However, the requirement of a 30%
down payment for third and subse-
quent mortgages regardless of home
prices remains unchanged.

The minimum down payment of 10%
is essential for those planning to buy
a residence valued at 10 million baht
or higher, down from 20% under the
previous regulations.

NEW LOAN
-TO-VALUE

REGULATIONS -

rtgages

Home price | Number of Minimum down payment
mortgage
contracts | New
<10 | First - No minimum - No minimum requirement
million baht requirement but borrowers |  but the loan was capped at
can seek home loan up to 100% if a top-up
1107% if that top-up maortgage was included
mortgage is included
B Second - 10% if the first mortgage - 10% if the first mortgage
has been paid > 2 yrs has been paid for > 3yrs
- 20%if the first mortgage - 20% if the first mortgage
has been paid for < 2 yrs has been paid for < 3yrs
m Thirdand | 30% o%
Subsequent
210 million | M First 10% 20%
M Second 20% 20%
W Thirdand | 30% 30%
Subsequent

Source: Bank of Thailand

Mr Ronadol said mortgage lenders
are required to charge top-up mort-
gages at the same rate as housing
loans but they should separate them
in accounting records.

At present, banks typically apply the
personal loan rate, which is far
higher than the housing loan rate, for
top-up mortgages.

“We'll keep the existing LTV at 100%
unchanged for the first contract of
homes priced below 10 million baht,
but we'll offer an additional 10% as
top-up loans for home decoration to
respond to the requirements of home-
buyers with real demand,” he said.

“The relaxation will open opportu-
nities for real-demand homebuyers to
gain easier access to the loan product
and it could also support mortgage

loan growth of the overall industry by
around 5%."
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For the first 11 months of 2019, the
housing loan growth of the overall

banking industry was 10.8%. However,
the non-performing housing loan ratio
for the same period was3.7%, up 3.25%
at the end 0f2018.

“Home loans are usually the lastloan
product to default because ahome is a
necessity for most consumers. But the
bad debt ratio for mortgages has kept
rising over the past few years, prompt-
ing the central bank to implement tough
regulations governing mortgages,’ said
Mr Ronadol.

The Bank of Thailand tightened LTV
regulations in April 2018, and it has
eased the requirement for co-signersin
line with property developers' requests.

Moreover, the central bank has
relaxed regulations related to banks'
capital base for mortgages with
homes priced below 10 million baht
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to help alleviate banks' burden and
encourage them to offer housing loans
to borrowers, he said.

The central bank also hopes the
relaxation on the capital base require-
mentwill encourage lenders to cut the
mortgage rate and borrowers could
benefit from it, said Mr Ronadol.

Separately, he said there is no sign
of a decline in household debt and
the issue remains a key concern for
the Bank of Thailand after it climbed
to 79.1% of the country’s GDP in the
third quarter of last year.

LENDERS, DEVELOPERS APPLAUD
Chatchai Sirilai, president of GH
Bank, said the loosened regulations
will enable people, especially low-
income and middle-income earners,
to access a higher amount for home
loans as those who are seeking a first

mortgage can tap an additional 10% of
the top-up mortgage.

GH believes the central bank's eased
requirements will make it easier for
people to possess their own home and
alleviate their financial burden on the
minimum down payment.

Home purchases are expected to
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increase and this will support the coun-
try's economic growth, he said.

“The high down payment should be
applied from the third mortgage con-
tract onward as a second home is the
new norm,” said Prasert Taedullayasatit,
former president of the Thai Condo-
minium Association.

“Today those who want to buy a
second residential unit are not specu-
lators, but real demand.’

He said these buyers use a second
unit near their workplace or their chil-
dren’s school on weekdays and stay at
their first home on weekends.

At present, there aren’t property
speculators or those searching for a
yield as the economic outlook is unfa-
vourable, said Mr Prasert.

Thongchai Busrapan, chairman and
co-chief executive of SET-listed devel-
oper Noble Development Plc, said the
further relaxation of LTV rules will help
boost overall market sentiment,

“The impact of the recent relaxation
is not enough to encourage people to
buy or invest,” he said.

“If the government wants to boost
the economy, they should attract those
with savings to invest.”
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Ministry extends income tax filing deadline to June

WICHIT CHANTANUSORNSIRI

The Finance Ministry is poised
to extend the deadline to file personal
income tax returns for another three
months through June to give taxpay-
ers who are liable for additional tax
bills more time to comply.

The regular filing deadline is at the
end of March, but the three-month
delay will enable taxpayers subject
to additional tax to make instalment
payments until September, said a
source at the Finance Ministry who
requested anonymity.

The Revenue Department's law

concerning personal income tax
allows taxpayers to make three-month
instalment payments after a tax return
is filed.

The filing deadline extension is
part of the government’s new stimu-
lus package offering taxpayers more
breathing room in case they are reel-
ing from tax bills, the source said.

The deadline extension will not
affect the fiscal position because the
treasury reserve is adequate for gov-
ernment spending, the source said.

Inrelated news, the Finance Minis-
try urges commercial banks to accel-
erate loan extensions to small and
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medium-sized enterprises (SMEs)
after the cabinet approved the Thai
Credit Guarantee Corporation (TCG)
raising its non-performing loan cover-
age ratio to 40% from 30% under the
government’s sponsored Portfolio
Guarantee Scheme 8 (PGS8).

If additional measures to help
SMEs are required, the ministry has
been authorised to consider, Deputy
Prime Minister Somkid Jatusripitak
said after a meeting with the minis-
try, the Bank of Thailand, the Thai
Bankers’ Association and the Office
of Insurance Commission yesterday.

The government earlier this month

gave the green light to the new relief
package for SMEs, comprising credit
guarantees, loan schemes and debt
restructuring to help those who
want to access financial sources but
cannot, as well as those whose debts
have soured and those who can access
financial institution lending but need
additional liquidity.

Under the aid measures, TCG offers
a 60-billion-baht credit guarantee
facility to SMEs to boost their liquid-
ity and stretches the credit guaran-
tee period of the portfolio guarantee
schemes (PGS) 5, 6 and 7 for another
five years.
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