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ECONOMIC REVIEW
MID-YEAR 2020

| GOVERNMENT

JUGGLING
LIFELINES

State agencies dish out support
for the jobless, small businesses
and the bond market.

BY WICHIT CHANTANUSORNSIRI

he coronavirus pandemic and
social distancing to slow the vi-
rus spread, together with tem-
porary closure of malls, enter-
tainment venues, schools and
permitting only takeaway and
delivery for restaurants, have
rubbed more salt in the wound
of an economy already struggling with a
severe drought, export slump and swell-
ing household debt.

The Finance Ministry has coordi-
nated with the Bank of Thailand to
roll out emergency lifelines to protect
people from losing jobs and incomes,
small entrepreneurs and companies
from defaults and to enable recovery,
as well as stabilise the financial system,
particularly the bond market.

Both fiscal and monetary authorities
have adopted a wide range of instru-
ments through three relief packages
worth a combined 2.3 trillion baht and
policy rate cuts to blunt the impact of
the deadly virus.

‘The central bank’s rate-setting panel,
in a precautionary move, cut its policy
rate by 25 basis points to 1% in early
February to curb the impact of the
coronavirus outbreak, the delayed fiscal

ABOVE

People queue to open
bank account for the
5,000-baht cash handouts
at Krungthai Bank.

Photo: Varuth Hirunyatheb

budget and the widespread drought.
Still, the central bank cut its bench-
mark rate by another quarter-point to
0.75% at a special meeting on Mar 20,
tive days ahead of the scheduled meet-
ing, and further slashed the rate by 25
basis points to a record low of 0.50% at
the meeting in May.

Relief measures included soft loans,
tax payment deferral, cash handouts,
a debt moratorium on principal and
interest for a certain period for virus-
hit individuals and small and medi-
um-sized enterprises (SMEs), corpo-
rate bond purchases through primary
market in case that the issuers fail to
roll over notes maturing this year and
next, and a reduction of contributions
made by commercial banks to the
rescue fund.

Among the three packages, the latest

News ID: C-200713001157 (13 Jul 20/06:17)

BiQNewsClip

www.ignewsclip.com

InfoQuest Limited | 888/178 Ploenchit Rd., 17 ™ FL. Mahatun Plaza Bldg., L
Q 02-253-5000, 02-651-4700

package worth 1.9 trillion baht, which is
the country’s biggest bailout, and acces-
sibility of those affected by the virus to
the monthly stipend of 5,000 are at the
centre of debate.

HANDOUT CHAOS

Those claiming unemployment bene-
fit at the Social Security Fund (SSF)
reached 1.09 million as of May 13 after

shopping malls, public venues and
some business at high risk of being
source of the virus spread were closed
to avoid large crowds gathering.

Moreover, the agricultural sector
usually helps absorb unemployment,
but this year the sector could not
offer this buffer because of the wide-
spread drought.

To alleviate the impact of the out-
break and containment measures, the
government offers a monthly 5,000-
baht cash handout for three months,
starting from April, to virus-ravaged
temporary and contract employees, and
self-employed individuals who are not
covered by the SSF's Section 33.

To be entitled to the helicopter
money, they were required to apply
via the website of the government’s
Rao Mai Thing Kan (We won't leave
anyone behind) scheme by midnight
of April 22. They must not be registered

as farmers with the Agriculture and
Cooperatives Ministry as those in the
sector receive financial assistance from
another scheme.

There were 24 million netapplicants
for the 5,000-baht stipend, of which 8.9
million were rejected and 15.1 million
received the cash subsidy. Number of
the recipients exceeded the govern-
ment’s earlier estimate.

Based on the National Statistical
Office’s population data, there are 44
million working-age people, of whom
38 million are working. Removing 2 mil-
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RIGHT
People wait to submit
their complaints about the
5,000-baht cash handouts
at the Department of
Public Relations on

Soi Ari Samphan.

Photo: Armun
Chonmahatrakool

lion civil servants, 11 million covered
by the SSF’s Section 33 and 17 million
farmers who are recipients of other
assistance schemes, about 8 million are
eligible for the cash handout.

The cabinet on April 28 also approved
a 150-billion-baht fund to help 10 mil-
lion farmers affected by Covid-19's eco-
nomic repercussions. They are handed
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out 5,000 baht a month to their accounts
for three months to July.

Stories of cash-strapped people
adversely affected by the government's
containment measures who failed to
get the handout went viral. For exam-
ple, Sithichai Klaichit, 72, a taxi driver,
ended up an overnight millionaire after
his story was shared online and sym-
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pathetic netizens sent money to his
bank account. He went from having a
mere 200 baht to his name when his
story aired in April to having to close his
account to public donations after funds
reached an impressive 8.3 million baht.

A surge in complaints lodged by
people claiming they were wrongly
disqualified from the financial relief
programme compelled the Finance
Ministry to open an appeal process
and complaint centres. More than a
thousand people have gathered in
front of the Finance Ministry, with one

59-year-old woman grabbing the head-
lines after she swallowed rat poison
in desperation.

After the failed suicide attempt, the
ministry found that the woman was
entitled to the 5,000 baht in aid and
transferred the money. That prompted
more people to descend on the ministry
to protest, likewise demanding money
be sent their way.

Finance permanent secretary Pra-

song Poontaneat said he was worried
that some people who gathered in front
of the Finance Ministry to demand the
monthly stipend were notreallyinneed
and may even be exploiting the media
exposure and people’s goodwill.

He accused several people of fabri-
cating hardship to drum up compassion
and raise money.

BALLOONING DEBT

Public debt will reach 57% of GDP in
the next fiscal year if the government
borrows at the ceiling 1 trillion baht
of the executive decree on borrowing
and a 600-billion-baht budget deficit
for fiscal 2021 is taken into account, said
Patricia Mongkhonvanit, director-gen-
eral of the Public Debt Management
Office (PDMO).

The estimated public debt at 57%
is close to its peak of 59.9% incurred
during the 1997 financial crisis and the
60%-threshold underthe Finance Min-
istry’s fiscal sustainability framework.
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The PDMO will use all financial tools
including short and long-dated as well
as savings bond issuance to raise funds
under the 1-trillion-baht royal decree,
which enables the Finance Ministry to
borrow by September 2021, she said.

Of the total 1 trillion baht borrowing,
600 billion has been allocated for finan-
cial aid and health-related plans for
those whose jobs and businesses have
beenupended duringthe outbreak, with
400 billion baht for economic and social
rehabilitation through projects aimed at
creating jobs, strengthening communi-
ties and building infrastructure.

Finance Minister Uttama Savanayana
said the ministry can temporarily lift
the debt ceiling to above 60% if needed
to enable policymakers to alleviate the
burden of the cost of living.

“The current economic condition is
abnormal and a high budget is needed
to take care of people to provide flexibil-
ity for executing fiscal policy,” he said.

The 1-trillion-baht borrowing
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FIVE MEASURES
TO TAKE CARE OF PEOPLE

0 Allowance to medical professionals
+ Doctors/veterinarians
1,500 baht/shift
» Nurses and others 1,000 baht/shift

o Reducing power and tap water bills
and returning depasits for electricity

farming and residential tenants for
one year

personal income tax deduction for
investment in extra Super Savings
Fund units

accounts for 5% of GDP but it will be
raised to 9% if another tworoyal decrees
worth 900 billion under the central
bank’s authority are taken into account,
he said, adding that the relief package’s
size is justified by the Covid-19 crisis.

Another two executive decrees under
the third relief package are a 500-bil-
lion-baht soft loan scheme to SMEs
with a credit line of up to 500 million
baht and a 400-billion Corporate Bond
Stabilisation Fund (BSF).

CORPORATE BOND BUYS
The central bank’s unprecedented
corporate bond purchase plan for the
primary market through the BSF has
drawn both advocates and critics.
The latter are led by former
deputy prime minister Virabongsa
Ramangkura, ex-finance minister and
central bank deputy governor Thirachai
Phuvanatnaranubala and ex-finance
minister Korn Chatikavanij, who claim
that such a role is beyond the central
bank’s remitr and any damage could

|

Alleviating burdens

12 MEASURES TO TAKE CARE OF OPERATORS

o 150 billien baht in soft loans

lowering interest and payment
reschedule for specialised financial
institutions’ debtors

Bank of Thailand's relaxation on
debt restructuring criteria

Cutting withholding tax to 1.5% from
3% (April-September)

spending efficiency

Alleviating burders

o Raising tax deductible interest to
15 times from 1 (for borrowers of
the 500 billion baht in soft loans)

for SMEs

o

come at a cost to the public. They rec-
ommend that banks can play this role.

For the opposing camp, advocates
including former deputy prime minister

and central bank governor MR Pridi-
yathorn Devakula and ex-central bank
governor Prasarn Trairatvorakul claim
that it is a preemptive measure to avoid
debt meltdown, and a knock-on effect
on other parts of the financial market
and the overall economy.

Amid risks that many corporations
will experience a liquidity shortage, the
central bank agreed to set up the BSF to
provide bridge financing to high-qual-
ity firms with bonds maturing during
2020-21.

To be eligible for the BSF, corpo-
rate bond issuers must have raised the
majority of their funding needs through

other means such as bankloans or cap-
ital increases, have a clear long-term
financing plan and meet other condi-
tions as set out by the BSF's investment
committee later.

Veerathai Santiprabhob, Bank of
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Thailand governor, has repeatedly
said the outstanding total on the Thai
corporate bond market at 3.6 trillion
baht in February, accounting for more
than 20% of GDP, is significant and debt
instruments are people’s major savings
source with their investment in corpo-
rate bonds, representing one-third of
commercial banks’ total savings.
Foreign reserves will not be used as
a funding source of the soon-to-be-es-
tablished fund and the 500-billion-baht

soft loans to SMEs, Mr Veerathai said,
adding that the central bank has reallo-
cated liquidity in the domestic market
to finance them.

The central bank said in an article
that injecting liquidity into the debt
market would help quality companies
to run business, avert debt defaults
which could lead to business collapse
and lay-offs.

The BSF is a ring fencing aimed at
restoring confidence in the corporate
bond market, of which 96% are invest-
ment grade, and the remaining 4% are

Page: 4/6

kok 10330

&= 02-253-5001, 02-651-4701

Y =

EZ4 help@ignewsclip.com




Section: SPECIAL/-
Date: Monday 13 July 2020

Bangkok Post

Volume: - No: -
Col.Inch: 294.99 Ad Value: 412,986

Headline: JUGGLING LIFELINES

Page: 12(Full Page), 13, 14

Bangkok Post PRValue (X3): 1,238,958
Circulation: 70,000

Ad Rate: 1,400

Clip: Full Color

TAKING CARE OF CORONAVIRUS-AFFECTED LABOURERS,
TEMPORARY EMPLOYEES AND SELF-EMPLOYED WORKERS

. Alleviating burdens

o Personal income tax filing extended
to August 2020

1) 5,000-baht monthly handout for three months for
some 5 million workers not covered by the Social

Security Fund. Those under the SSF will get higher
I unemployment compensation to 50% of salary

{2 10,000-baht emergency loan per person at 0.1%
8 monthly interest (no collateral)

.0 50,000-baht special loan per person at 0.35%
monthly interest {with collateral)

State-owned pawnshops charge lower rate of
0.125% a month

Royal decree on borrowing
[

Royal decree on financial stability

Royal decree on soft loans

|
Financial aid for \ # 500 billion baht in soft loans at 2% Establishment of 400-billion-baht
those affected (\ ( interest to SMEs with credit line of up to Corporate Bond Liquidity Stablisation Fund
by the outbreak 500 million baht 2
aﬂd pub“c ECOnOmiC .................... .........
hadlthorelated and social e A debt moratorium on principal and .
plans rehabilitation: interest for SMEs with credit line of up to v
600 400 100 mitlion baht
billion baht billion baht

Source: Finance Ministry BKPgraphics

The current economic
condition is abnormal
and a high budget is
needed to take care

of people to provide
flexibility for executing
fiscal policy.

UTTAMA SAVANAYANA
Finance minister

Narong Kaewpetch, president of the Network for Social Justice Retrieving, is calling for the
government to order banks to provide debt suspension to debtors. Photo: Apichart Jinakul
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non-investment grade and most of
them are held by high-net-worth inves-
tors and those with close ties to issuers,
it said.

Even though commercial banks
better know corporate bond issuers
than the central bank, their size might
not be adequate to provide thorough
support. Moreover, they have to comply
with other government measures, and
the delayed coordination among credi-
tors could obstruct debtors from getting
help in a timely manner, said the Bank
of Thailand.

To contain risks from investment
in corporate bonds, the article said
issuers are required to submit a long-
term funding source seeking plan and
comply with the BSF's requirements
including proceeds from the bond
issuance must be used to roll over the
maturingbonds and they are prohibited
from repaying debts to owners, share-
holders and board of directors as they
participate in the scheme.
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