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VIRUS AID APPLICANTS FEAR FRAUD CHARGES

Thousands cancel
handout requests

POST REPORTERS

»*More than 610,000 people who reg-
istered for the 5,000 baht cash hand-
out granted by the government to
ease the impact of the Covid-19 have
cancelled their registrations out of fear
they will face legal action for providing
fake information.

Charnkrit Dejvitak, an assistant
attached to the PM’s Office, said the
Finance Ministry on April 4 added a
cancel button on the website www.157
‘lhittafiu.com [“You will never be left
behind”] so people who registered and
“had no intention to give false informa-
tion” can have a chance to withdraw
their registrations.

“As of yesterday, more than 610,000
people cancelled their applications,
or 76,000 per day, which was a high
number;” Mr Charnkrit said.

“This is mainly because the Finance
Ministry is pursuing legal action against
those who gave fake personal infor-
mation by instructing its legal team to
conduct urgent checks on applicants’
information.”

The ministry has filed complaints
with the Technology Crime Suppres-
sion Division, asking it to take legal
action against five people who posted
fake information about the cash hand-
out on social media, Mr Charnkrit said.
He said this prompted the number of

The Finance Ministry
is pursuing legal
action against those
who gave fake
personal information.

PM’S OFFICE
ASSISTANT,
CHARNKRIT DEJVITAK

cancellations to rise to 5,000 in two
hours between 8pm-10pm yesterday.

The Finance Ministry also set up
another legal team to track down
improper posts about financial aid on
social media,

Some who received the aid boasted
they did so by cheating, and the min-
istry will actively seek out these posts

News ID: C-200412001006 (12 Apr 20/06:18)
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and cancel the next monthly payment
to those responsible as well as recall
the first 5,000-baht payment from them
without taking legal action,

For those claimed they received the
cash handout, but they actually did not,
this is tantamount to causing public a
disturbance and they will be prosecuted
for inputting false information to the
internet in violation of the Computer
Crime Act, said Mr Charnkrit.

According to the executive decree
on 1 trillion baht in borrowing recently
approved by the cabinet, 600 billion
baht will go to health-related plans
and financial aid to affected people,
including the 5,000-baht monthly
handouts to an estimated 9 million
self-employed and laid-off people,
which will be extended to six months
from three months.

Those who give fake information to
trigger the 5,000 baht cash handoutwill
be prosecuted for fraud under the Crim-
inal Code and are liable to ajail term of
up to three years, a fine of up to 60,000
baht, or both, Mr Charnkrit said.

Lavaron Sangsnit, director-general
of the Fiscal Policy Office, said the next
payment of the 5,000 baht cash handout
is due tomorrow and Tuesday for a total
of 600,000 eligible applicants.

He said the number of people who
registered for the 5,000 baht cash hand-
out scheme rose to 26 million yesterday.
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INBrief

Under a quarter of
aid pleas qualify

CRISIS RELIEF: Only 1.6 million
0f 7.9 million applicants for the
state’s 5,000-baht cash handouts
have passed criteria to receive the
monthly financial aid, Lavaron
Sangsnit, spokesman for the
Finance Ministry, said yesterday.

The applicants are the first batch
of around 26 million people regis-
tered for the help.

The government wants to help
workers not covered by social
security welfare deal with unem-
ployment or money problems as
a result of business shutdowns
during the Covid-19 pandemic.
They include taxi drivers, goods
traders and lottery vendors.

“The money was tfransferred to
their bank accounts or via Prompt-
pay online transactions in the first
round from April 8 to 10,” said Mr
Lavaron, also chief of the Fiscal
Policy Office.

Authorities set the cash give-
away period for three months
but may increase it to six months
if necessary.
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ANALYSIS

Avoiding a debt meltdown

Agencies are opening the spigots of financial aid and backstopping corporate
bonds to help borrowers stay solvent during the coronavirus crisis, write Wichit
Chanta.nusomsiri, Somruedi Banchongduang and Nuntawun Polkuamdee

THAILAND

ith a recession creeping on the horizon
as business activity and the economy as a
whole are ravaged by the coronavirus pan-
demic, financial authorities have coordi-
nated their efforts to launch a raft of relief
measures for those under strain.

The Finance Ministry and the Bank of Thailand last Tues-
day announced a third batch of relief measures totalling
1.9 trillion baht — dramatically larger than the tally of the
first two packages worth 400 billion baht in total and the
country’s largest-ever budget used for economic remedies
— to soften the economic blow of the outbreak and avert
a debt meltdown.

To offer the massive relief measures, three royal decrees
were dispatched.

The first decree will allow the government to borrow 1
trillion baht, of which 600 billion baht will go to health-
related plans and financial aid to those whose jobs and
businesses have been upended in the virus outbreak. The
remaining 400 billion baht will go to economic and social
rehabilitation through projects aimed at creating jobs,
strengthening communities and building infrastructure.
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The second decree will allow the Bank of Thailand to otfer
500 billion baht in soft loanswith a 2% annual interest rate
to small and medium-sized enterprises, with a credit line
of no more than 500 million each.

The third decree enables the central bank to set up a
400-billion-baht Corporate Bond Stabilisation Fund (BSF)
tasked with buying investment-grade bonds from compa-
nies that are unable to fully roll over their bonds maturing
during 2020-21.

The three decrees, however, have raised concerns that
the country’s public debt could swell to the point of hitting
the ceiling of 60% of GDP set by the Finance Ministry’s fiscal
sustainability framework.

Some also argue that the planned corporate bond pur-
chases go beyond the central bank's duty and any damage
could come at a cost to the public.

MASSIVE BORROWING
Public debt is estimated to touch 57% of the country's GDP
in the next fiscal year after taking into account the 1 trillion
baht in borrowing and a 600-billion-baht budget deficit for
fiscal 2021, said Patricia Mongkhonvanit, director-general
of the Public Debt Management Office.

A peakof59.9% occurred during the 1997 financial crisis,
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A sign has gone
up at deserted
Khao San Road as
the prolonged
coronavirus crisis
leads to economic
stagnation around
the world.
CHANAT KATANYU
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she said.

Public debt amounted to 7.03 trillion baht at the end of
February, representing 41.4% of GDP.

The 1 willion baht in borrowing also does not surpass
other fiscal security criteria, Mrs Patricia said.

Debt principal repayment, for instance, will be 21.2%
of annual budget expenditure in fiscal 2021, while interest
paymentaccounts for 7.4% of state income. Both are below
the ceiling set at 35% and 10%, respectively.

Setting the threshold at 60% of GDP for public debt
appears to be a tough framework, Mrs Patricia said, and
the level that exceeds the ceiling does not mean that
government lacks fiscal discipline when compared with
other countries,

Take Singapore as a prime example. The city-state’s
public debt represented 112% of GDP in 2018.

In Singapore’s case, its outstanding debt comprises Sin-
gapore (Government Securities, Special Singapore GGovern-
ment Securities and Singapore Saving Bonds, which the
government does not issue to spend but instead invests
all the borrowing proceeds, with these borrowings backed
by assets.

Asthe Singapore government's assets outweigh its debts,
the country has a net debt-to-GDP ratio of 0%.

Finance Minister Uttama Savanayana said the borrowing
size is justified because the disease-induced crisis has a
wide impact, from grassroots people to large corporations.

Kla Party leader and former finance minister Korn Chati-
kavanij said he agreed with the 600 billion bahtin borrowing
to help virus-ravaged people and farmers and for public
health, butitmust be spentin a transparentand fair manner.

For the 400 billion baht in borrowing to be used for eco-
nomic and social rehabilitation, he disagreed with issuing
a royal decree to finance the proposal, as the executive
decree on borrowing is normally used in case of emergency.

Continued on Page B2
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An activist lawyer
holds placards
calling for Prime
Minister Prayut
Chan-o-cha’s help
in obtaining a
debt moratorium
from commercial
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Bangkok’s central
business district on
the evening of April
3, the first day of
the 10pm-4am
curfew in the
capital.
PATTARAPONG
CHATPATTARASILL

From Page B1

Kla Party’s Korn
voices doubts

The government should allocate
400 billion baht from the 2021 annual
budget, he said, as the next fiscal year
will start in October 2020.

“The government should preserve its
ammunition and avoid being criticised
as exploiting an opportunity,” he said.

Mr Korn also voiced concerns about
the swelling public debt and how this
could offset the economic recovery.

CORPORATE BOND BUYING

Former finance minister Thirachai
Phuvanatnaranubala posted a letter
written to Khem Yenying (an alias used

by former central bank governor Puey
Ungphakorn when he joined the Free
Thai Movement during World War II)
on his Facebook page that said the Bank
of Thailand should not play arole as a
banker for companies and judge which
companies deserve assistance.

“The BoT should be an island in the
ocean, which is the country’s risk-free
pillar, even in the midst of storms,”
he said.

He agreed with former deputy prime
minister Veerabongsa Ramakura that
investment-grade bonds today could
be junk bonds in the next three months
amid the global Covid-19 crisis.

“I view that the royal decree (to
authorise the central bank to buy cor-
porate bonds) is beyond the central
bank’s duty stipulated in the Bank of

Thailand Act,” Mr Thirachai said. “The
most concerned issue is that when the
royal decree that distorts the central
bank's duty and role can be issued once,
it could happen again in the future and
it is unpredictable how bigger a mess
will be”

The central bank’s corporate bond
purchase plan is not quantitative
easing as implemented by many coun-
tries, where they have bought bonds
from only secondary markets under
an open market process, he said. The
bank will buy corporate bonds on the
primary market.

According to the royal decree, the
Bank of Thailand will be allowed to
buy investment-grade corporate bonds
to the tune of 400 billion baht through
the BSE which has a lifespan of up to
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five years, and the government's loss
compensation will be capped at 40 bil-
lion baht.

Two committees will also be formed,
one chaired by the finance permanent
secretary to make decisions on policy
issues and another chaired by the
deputy governor of the central bank to
pick which bonds will be purchased.

The Bank of Thailand should take
care of bond markets through commer-
cial banks, specialised financial insti-
tutions and insurance companies by
allowing them to buy bonds, which can
be used to back loans from the central
bank, Mr Thirachai suggested, adding
that the central bank can repurchase
these bonds at the rate of up to 95% of
the purchased prices.

Mr Korn said the central bank is
required to set a mechanism that can
reflect actual bond prices and needs
to set out that corporate bond issues
must seek 50% of the funding needs
by themselves.

Central bank governor Veerathai
Santiprabhob said it's necessary for
the central bank to take a precaution-
ary measure to ensure that the bond
market will function normally and cor-
porations will not experience aliquidity
crunch, as the total outstanding in the
Thai corporate bond market amounts
to 3.6 trillion baht, representing more
than 20% of the country’s GDP,

The move is also to assure that

some vulnerabilities will not become
too profound to a point of deteriorat-
ing the country’s financial stability, Mr
Veerathai said.

The issuance of a emergency decree
authorising action on the BFS is not an
amendment to the the central bank's
law, but rather a temporary action. The
decree’s duration is five years and does
not change the principles laid down in
the Bank of Thailand Act of 2008.

The central bank is still adhering to
the principle of being alast-resortlender
for short-term reserves to companies
with viable business performance.

Pre-empting a potential failure of
corporate bond rollovers, the central
bank will buy high-quality bonds from
issuers that manage to raise the major-
ity of their funding needs through other
means such as bank loans or capital
increase, have a clear long-term financ-
ing plan, and meet other conditions set
out by the BSF’s investment commit-
tee later.

The government should preserve its ammunition
and avoid being criticised as exploiting an

opportunity.

KORN CHATIKAVANIJ
Former finance minister

Vachira Arromdee, an assistant gov-
ernor, said the BSF is an unprecedented
mechanism that lets the central bank
directly buy corporate bonds and is
a pre-emptive measure to curb bond
market risks.

“It’s a cushion,” she said. “It's a pre-
emptive measure that allows us to take
care of it since the beginning, unlike the
1997 financial crisis. We have prepared
tool kits which are ready for implemen-
tation as the problem is looming.’

‘NEGATIVE SIGN’

The total value of debentures matur-
ing in 2020 is about 622 billion baht,
according to data from the Thai Bond
Market Association.

TBMA president Tada Phutthitada
said the measure to support corpo-
rate bonds would be enough for those
maturing this year.

Among the conditions to receive
support via the BSE, only investment-
grade bonds, whose credit ratings must
be above BBB-, will be eligible for the
liquidity assistance.

“However, it is believed that cor-
porates can borrow from banks, but
banks would request collateral assets
for loans,” Mr Tada said.

A fixed-income industry source said
the central bank is now supporting cor-
porate bond issuers in order to provide
liquidity for them during irregular
market conditions.

However, there are about 40 billion
bahtworth of non-rated and high-yield
bonds set to mature this year that will
not be eligible for the assistance.

These issuers will have to borrow
from financial institutions to close
their projects if they cannot roll over,
the source said.

In case of a failure to borrow,
there is the chance of defaulting on
bond payment.

Maost high-yield bonds have been
provided by intermediary companies,
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such as securities firms, for high-net-
worth investors. No mutual funds are

investing in these bonds at the moment.

In March alone, fund outflows from
short- and medium-term corporate
bonds totalled about 400 billion baht.
Of the total, 80 billion baht was shifted
to invest in money market funds and
the rest went to bank deposits.

“This is a negative sign signalling
rollover difficulty of corporate bonds,”
the source said.

SURVIVING TOGETHER
To let SMEs in dire need of liquidity
access the 500 billion baht in soft loans,
the central bank must instruct banks
not to extend the low-rate loans only
to their prime customers.

The central bank should identify in
detail the qualifications for soft loan
borrowers, said Piti Tanthakasem, chief
executive of TMB-Thanachart Bank.

It's normal practice forbanks to focus
on their existing customers, given that
they already have these clients’ data for
credit risk analysis, Mr Piti said.

Good risk management is crucial,
particularly in a period of crisis to con-
trol risks and maintain overall financial
stability, he said.

But it's quite difficult to analyse credit
risk even of existing customers during
the coronavirus upheaval.

“Banks want to help all customers to
survive, as it's also a means for banks to
survive together,” Mr Piti said. “Offering
loans to existing customers helps banks
better control risks.”

Apart from the soft loans, TMB-
TBank offers an additional credit line
to support business liquidity on a case-
by-case basis to its customers, he said,
adding that the bank finances pan-
demic-hit businesses even for wages
to help them keep theiremployees and
contain economic risks.
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Headline: TCG seeks approval for PGS9 plan
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FINANCE

TCG seeks
approval for
PGS9 plan

WICHIT CHANTANUSORNSIRI

State-owned Thai Credit Guarantee
Corporation (TCG) is poised to seek the
Finance Ministry’s nod for the launch
of portfolio guarantee scheme (PGS) 9
worth 200 billion baht after the current
PGS's amount is projected to be used by
June because of strong demand amid
the Covid-19 outbreak.

For the first three months this
year, TCG provided guarantees for
40 billion baht in loans, up signifi-
cantly from 15 billion baht over the
same period last year, said president
Rak Vorrakitpokatorn.

With the strong demand, the total
loan guarantee amount is expected to
surpass the target of 100 billion baht
this year, he said.
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The coronavirus outbreak and the
government’s measures to contain the
spread have disrupted manybusinesses
and dampened financial institution
confidence in granting new loans, par-
ticularly to those who are not on banks’
prime customer list, Mr Rak said.

A loan guarantee facility is then
needed for those who are not banks’
prime clients to ensure that lenders will
notlose even ifloans turns sour, he said.

Mr Rak urged financial institutions
to change their loan approval criteria,
which are largely based on ability to
pay and prevent virus-hit small and
medium-sized enterprises (SMEs) from
accessing financing,

These SMEs may be forced to resort
to underground lenders who charge
excessive interest.

Banks should use a willing-to-pay
approach instead, Mr Rak said.

Those who have never defaulted
deserve to getloans, and TCG is ready
to provide them credit guarantees, he
said, adding that banks should offer
loans based on fixed costs for a certain
period to enable SMEs to survive and
continue paying or hiring staff.
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