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he outlook for the resi-

dential market may look

brighter in the second

halfof 2021 after bottom-

ing outin the second half
of 2020.

Buta recovery to 2018 levels may take
atleast four years.

Vichai Viratkapan, acting direc-
tor-general of the Real Estate Infor-
mation Center (REIC), said the overall
residential market in the second half of
2020 remained unfavourable because
of the economic slowdown caused by
the pandemic.

“The year 2021 will surpass this year,
but with the base case scenario assum-
ing the economy does not worsen from
today,” he said. “The low-rise housing
segment will keep growing while con-
dos will remain a concern because of
rising supply.”

As of the first half of 2020, the number
of unsold condo units reater Bang-
kok tallied 73,100, down from 76,254 in
the second hall last year.

But the value of the remaining units
rose to 345 billion baht from 301 billion.

Despite the drop in unit numbers,
the amount soared above the half-year
average of 67,964 units over the past five
years, with new condo supply launched
in the first half exceeding units sold, at
11,890 and 2,889 units, respectively, said
Mr Vichai.

“Developers should manage theirun-
sold inventory and new supply they plan
to launch at a suitable level,” he said. “In
the first half, they launched new supply
andwere able to sell, showing that there
was demand.”

Mr Vichai said many developers tried
to boost sales by offering discounts and
cutting margins.,

However, a key obstacle was the abil-
ity to get mortgage lending approval.

“We should have a solution for home-

20,

The residential market is upbeat, but may take
at least four years to recover to 2018 levels.
By Kanana Katharangsiporn

buyers who want a unit with maore re-
laxed conditions, particularly those
buying a unit priced 3-7 million baht,"
he said.

Mr Vichai said this segment should
be promoted as it is the largest market
base and their financial profile is mostly
healthy, strong and good enough to buy
at this price.

REIC estimated a rise in the total
number of unsold residential supply in
Greater Bangkok to 185,993 units worth
938 billion baht by the end of 2020, and
199,723 units worth 987 billion at the
end of 2021. There were 173,093 unsold
units worth 879 billion baht in the first
half of 2020.

“If there are no measures and most
developers do not try to stoke the mar-
ket, the rise in inventory we forecast is
highly possible,” said Mr Vichai.

Jugkarut Ruangratanakorn, managing
director of Chon Buri-based property
developer Ratanakorn Asset Co, said the
provincial economy relies on tourism,
industrial estates and the agricultur-
al sector.

“Foreigners are the key property pur-
chasing power in the markets driven by
tourism such as Pattaya, Phuket, Khao
Lak, Samui, Krabi and Chiang Mai,"
he said.

The pricing segments most affected
by Covid-19 were the middle- and high-
end segments, with units priced 3-10
million baht, and those above 10 million
baht, respectively, as the targets were
mainly international buyers,

Mr Jugkarut said the ability of Thais
to purchase property in tourist destina-
tions has changed since the pandemic
spread around the world. Those working
in the hotel business are either unem-
ployed or had to take leave without pay.

“The purchasing power of pea-
ple working in the tourism sector has
shrunk. Many hotel staff now receive
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income paid by the hour, as some ho-
tels operate only on Friday to Sunday,”
he said.

During the three-month lockdown,
many used up their savings or borrowed
to survive.

After the lockdown, they focused on
earning for daily consumption, forgoing
home purchases.

Channarong Buristrakul, managing
director of Khon Kaen-based developer
Isaan Piman Group Co, said 2021 will
be marred by negative factors h as
the pandemic, trade warsand econom
ic volatility.

“Factors change very fast,” he said.
“Thailand's economy will not grow much
as in the past. This will have an impact
on private investment, employment,
consumer spending, purchasing power
and property demand.”

Mr Channarong said development of
the Eastern Economic Corridor remains
unclear regarding key industries and in-
vestors, or whether foreign investors will
come and how many jobs this will create.

“One of the key factors for the country
is itis an ageing soclety,” he said. "The
economic structure has changed and
s0 has the spending structure. We face
a decline in population and lower pur-
chasing power”

But there are positive [actors includ-
ing infrastructure projects that extend
to regional areas, with city development
projects planned in major provinces like
Khon Kaen, Chiang Mai and Phuket.

Ta boost the economy and property
market in 2021, the government is pro-
moting homeownership among low-in-
come earmners through special mortgages
that homebuyers can access more easily,
as well as making monthly payments
more convenient,

“The government should promote
savings for home purchases, for ex-
ample, offering special interest rates

YEAR-END REVIEW 25

et be
d half ¢

for those who want to buy a house and
make a deposit for 24 months” said
Mr Channarong.

‘The loan-to-value (LTV) limit should

be relaxed as well, making it easier to
buy a second home when relocating or
moving to a new job or school, he said.
7 conditions should be sensible
‘1}' 1o Customise.

"Property tax should be deducted for
ongoing projects as their entrance can
help boost local areas. These projects
may be unable to finish or have units
sold out soon amid the economic slow-
down,’ said Mr Channarong,

The government should also cut taxes
or fees for mergers and acquisitions as
this can help solve problems during a
sluggish economy, which should con-
tinue into 2021, he said,

For developers, small firms should
maonitor their cash flow, reduce debts
and expenses, and generate more in-
come and cash flow, said Mr Chann-
arong. If they have unsold units, they
should rentthem out to generate income
and reduce expenses.

Divey ation, data management for
agile and accurate estimation, knowing
the market, seeking potential demand
and improving the quality of products
and services can help them survive the
crisis, he said,

Mr Channarong said developers can
help build purchasing power, changing
tenants into homebuyers. Ifa customer
wants to buy but cannot afford to do so,
developers should allow them to rent
and seek an investor to buy that unit
with a tenant.

"Competition should be moderated.
Do not start a price war," he said.
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A closure order is seen posted on the door at
the First Cafe on Khao San Road in Bangkak's
Phra Nakhan district after health officials

found a Covid-19 patient visited the shop on
Aug 18 PHOTO: NUTTHAWAT WICHEANBUT

MACROECONCMY

AMUTED OUTLOOK

Analysts are wary about making projections for 2021 because there are so many risk factors, but a long recovery
path seems likely. By Wichit Chantanusornsiri and Phusadee Arunmas

he economic outlook in

2021 remains a mystery

as the pandemic crisis

has yet to dissipate and

Thailand’s economy has
traditionally relied on exports and tour-
ism for growth.

The Finance Ministry is confident
there will be enough ammunition to
cope with the potentially volatile eco-
nomic situation in 2021.

If a second wave of the pandemic that
has gripped the US and Europe makes its
way to Thailand, the government's fiscal
space remains sufficient and the public
debt ratio is low compared with devel-
oped countries and emerging econo-
mies, allowing the country the ability
to take measures against the virus, said
Pornchai Thiraveja, policy adviser at the
Fiscal Policy Office,

Although Thailand has done con-
siderably well in containing the virus
outbreak in the country, the crisis has a
broad effect on the domestic economy.

Thailand’s GDP contracted by 6.9%
year-on-year in the first half of 2020 as
the economy plunged by 12.2% in the
second quarter, a 22-year high dating
back to the 12.5% decline logged in the
second quarter of 1998, following the
Asian financial crisis.

The Thai government took urgent ac-
tion to address the outbreak and provide
relief to those affected by the econom-
ic downturn, through direct and indi-
rect measures.

ECONOMIC REMEDIES
The Finance Ministry and the Bank of
Thailand announced in April 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 coun-
try's largest budget used for econom-
ic remedies.

The goal was to soften the econom-
ic blow of the outbreak and avert a
debt meltdown,
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To offer the massive relief measures,
three royal decrees were issued.

The first decree allows the govern
ment to borrow 1 trillion baht, of which
600 billion is for health-related plans
and financial aid for those whose jobs
and businesses have been upended by
the outbreak.

The remaining 400 billion baht is
for economic and social rehabilitation
through projects aimed at creating jobs,
strengthening communities and build-
ing infrastructure.

The second decree allows the Bank
of Thailand to offer 500 billion baht in
soft loans with a 2% annual interest rate
to small and medium-sized enterprises
(SMEs), with a credit line of no more than
500 million each.

The third decree enables the cen
tral bank to set up a 400-billion-baht
Caorporate Bond Stabilisation Fund tasked
withbuying investment-grade bonds from
companies 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 ceiling of 60% of
GDP, set by the Finance Ministry's fiscal
sustainability framework.

The public debt level would rise to
57% of GDP upon borrowing the full
amount under the loan decree.

The current ratio of public debt to
GDP stands at 49.4%, worth 7.8 tril-
lion baht, according to Public Debt
Management Office (PDMO) data.

A peak of 59.9% occurred during the
1997 financial crisis, said PDMO direc-
tor-general Patricia Mongkhonvanit.

PDMO has taken out a sum of 338
billion baht under the 1-trillion-baht
emergency loan decree.

Other financial assistance measures
devised by the Finance Ministry and
the central bank include the 500-bil-
lion-baht soft loan for SMEs, the “We
Travel Together” tourism stimulus cam-
paign, the co-payment scheme where
the government offers a 3,000-baht
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cash subsidy to 12.3 million people,
and the "Shop Dee Mee Khuen” tax re-
bate scheme.

IMPENDING BLUES

The pandemic crisis remains a signifi-
cantdownside risk for the medium term,
with the likelihood of this risk subsiding
dependent on successtul development
of a vaccine,

Any optimism about infection rates
falling globally was muted recently as
the World Health Organization suggest-
ed it might be until 2022 for a vaccine to
be fully distributed to the public.

While maintaining economic sta-
hility as its core principle, the Finance
Ministry is maximising the fiscal poli
cy framework as necessary to shore up
Thailand's economic growth impetus,
said Mr Pornchai.

In addition to the 1-trillion-baht loan
decree, the policy framework covers
the annual budget and accelerated dis-
bursement of an investment budget for
state-owned enterprises.

‘The budget deficit for fiscal 2021 is set
at 609 billion baht or 3.6% of GDF, with
the central budget of 99 billion allocated
as an emergency reserve for spending
if necessary.

Despite the government's attempt to
rev up economic growth momentum,
Thailand's recovery is expected to take
longer than previously anticipated,
mainly because of the drastic decline
in foreign tourist numbers, said the Bank
of Thailand.

A

The atmosphere is
subdued on Khao
San Road as most
foreign tourists are
still barred from
Thailand. pHoTo:
PORNPROM SATRABHAYA

<
With international
travel restrictions,
airlines have been
hit hard by the
pandemic. PHOTO:
PATTARAPONG
CHATPATTARASILL

The central bank slashed its GDP
growth forecast for 2021 from 5% to 3.6%
as the pandemic continues to hamper
international travel.

The bank downgraded its foreign
arrivals forecast for next year from
16.2 million to 9 million, said Titanun
Mallikamas, secretary of the Monetary
Policy Committee,

The Bank of Thailand warned earli-
er that the country’s tourism industry
would face greater risks in 2020 if the
government continued to restrict foreign
travellers from entering the country.

Revenue from foreign tourists in 2019
accounted for 11-12% of Thailand's GDE.
In 2019, foreign visitors stayed on aver-
age nine days in the country and spent
50,000 baht on average per trip.

If the country wants local tourism to
fully compensate for the lost revenue
from foreign visitors, each local tourist
would need to spend 20 days on holiday
and pay 200,000 baht per trip, according
to the central bank.

Thailand, which had a record 39.8
million tourist arrivals in 2019, record-
ed zero foreign visitors from April to
September, when a travel ban was im-
posed by the government.

TRADING PLACES

Despite lingering downside risks such as
the 1J5 election and a potential second
wave of Covid-19 in many countries,
especially in Europe and neighbouring
nations such as Myanmar, Thai export
prospects over the next few years are
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expected to fare much better than 2020
when the export sector was battered by
the pandemic.

Somdet Susomboon, director-gen-
eral of International Trade Promotion
Department, said his department
forecasts Thai exports to recover to 4%
growth in 2021 against an expected 7%
contraction in 202(0.

“There is a spate of positive factors,
including a gradual global economic re-
covery and more effective controls for
the pandemic in many countries, lead-
ing us to be quite upbeat about export
prospects in 2021," said Mr Somdet.

He said Thai exports have shown clear
signs of recovery in the second half of
2020, with exports to many key markets
rebounding in line with global trends.
Exports to other markets suggest a na-
scent recovery reflected by smaller con-
tractions, said Mr Somdet.

The Commerce Ministry reported on
Oct 22 customs-cleared exports fell 3.9%
year-on-year in September, fetching
U5519.6 billion, while imports declined
9.1% to $17.4 billion, resulting in a rrade
surplus of $2.23 billion.

Firms are
concerned about
SMEs’ liquidity
as this may
atfect the export
supply chain.

Ghanyapad Tantipipatpong
Chairwoman, TNSC

MACROECONOMY

Thai export prospects over the next few years are expected to fare much better than 2020, when the export sector was battered

by the pandemic. PHOTO: PORNPROM SATRABHAYA

For the first nine months exports fell
7.3% to $173 billion, while imports
dropped 14.6% to 5152 billion, resulting
ina trade surplus of $20.6 billion.

The ministry expects an export con-
traction of 6% to $56 billion in the fourth
quarter, leading full-year exports to
shrink by about 7% to $229 billion.

Aat Pisanwanich, director of the
Center for International Trade Studies
at the University of the Thai Chamber of
Commerce, said Thai export prospects
improved when Joe Biden won the US
presidential election,

With Mr Biden's key policies focusing
on the new economy, bio-based product
development and environmental con-
servation, Mr Aat said Thai manufactur-
ers are preparing for non-tariff measures,
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notably related to global warmingand a
bio-, circular and green economy.

Led by Mr Biden, the US may opt to
join the Comprehensive and Progressive
Agreement for Trans-Pacific Partnership
(CPTPP), teaming up with Asia and
Asean in an effort to ward off China,
said Mr Aat.

CPTPP replaced the Trans-Pacific
Partnership, a similar trade pact that
included the US until the Trump admin-
istration decided to withdraw.

CPTPP is made up of 11 signatory
countries whose economies represent
13.4% of global GDF, some $13.5 trillion.

‘The new US president may come up
with a new economic stimulus package
to promote a hio-based economy, reduc-
ing carbon, while the US is likely to buy

A bar employee
sits idly as
customers as
sparse on Khao
San Road during
the pandemic.

PHOTC: PORNPROM
SATRABHAYA

more items produced by wind energy
and natural gas rather than coal-fuelled
production, he said.

The US is also expected 1o rejoin the
Paris Agreement on climate change.

On Nov 4, 2020, the US formally left
the Paris Agreement, a global pact forged
five years ago to avert the threat of cata-
strophic climate change. The move, long
threatened by outgoing US President
Donald Trump and triggered by his ad-
ministration a year ago, further isolates
the US in the world, but has no imme-
diate impact on international efforis to
curb global warming.

According to Mr Aat, the trade war be-
tween the US and China may ease, buta
carbon war could happen.

“Thai exports are expected to recover
to growth of 3-5% in 2021, now that sev-
eral countries such as the US, the UK,
and Asean nations have introduced ona
gradual basis their own economic stim-
ulus measures,” he said.

Ghanyapad Tantipipatpong, chair-
woman of the Thai National Shippers’
Council, said the global economy has
slowly recovered, as evidenced by
‘Thailand’s higher outbound shipments
to many markets.

Thai products that are expected to
see improvement include food and farm
products, she said.

With an economic stimulus pack
age expected to be introduced after
the US presidential election, the global
economy and trade should benefit, said
Ms Ghanyapad.

However, she insisted the private sec
tor remains concerned about the strong
baht and a second wave of the pandemic.

Ms Ghanyapad said businesses are
also concerned about the tght liquidity
of small and medium-sized enterprises
because they know this may affect the
export supply chain.
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