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Bank of Thailand and Finance Ministry to Negotiate New Inflation Target for

I Economics, Thailand

Thailand's central bank governar and finance minister are sst onvens in early

Septa to commence discussions on establishing an inflation target f

avealed

senior off

nt aims to set a new objective with hopes of

5 move comes as the governr

d for s | months,

s been advac

Itating a rate cut that |

gaged in o prolonged dispute with the Bank of Thailand

goverr nt has been

= last year, pei urging the central bank to lower key interest rates
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cently elected

In May, re

ter Pastongtarn Shinawatra went as far as to
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ze the central bank's autonomy as

L since 2020

A potantial adjustment to the existing 1-3% Inflation target ranga, In ef
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uld helghten the ikelihood of a reduction in inte
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essar, Srettha Thavisn, who was ocusted by
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has received approval from its monetary policy committee (MPC), a
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assistant governar Piti
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a relaxation of monetary | ¥, thi tral bank

While tf nment advocates

ts benchmark interest rate-at a level exceeding a decade-high of

, tha head of the fiscal policy office within the f
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BoT governor, finance minister to
discuss inflation

A0QO0 =

Thaitand's eenerl bank chilef and Anance minlsoer will meer o enrdy
September to open pegotiations on an milation target for 2005, a seaior
afficial said, as the government seeks a new goal with an exe on A
ot that I s pushed for months.

The government has been Iocked in a tussle with the Bank of Thailand
(BaT) sinee kst yoar, repeatedly asking the central bank to cut ey
intereat et o belp revive a Bagging ecomany, Southeast Asia's second
Largest.

Faetongmam Shinswstss, who was elected prime minister earfler this
meath, in May even deseribed the central bank's [ndepsedense as an
“chitacie” o Tesalving secmcmic problems.

A reviesw of the 1-3% imfiatson arget range, which has been in place since
2020, could rmise the ch a rate cut, her Srettha
Thavisin, who was dismassed from office by a court arder, said i June.

At the upeoming meeting, the central bank would propose a targes
ppeoved by (s Monetary Poliey Commines (MPC], BoT asdstan
gavernar Biti Disystae sasd.

“We have to wait for the meeting to see whether they are differences of
opinlon,” Me Pirl told Rewers, declinlig to disclose the MPCs targer,

“We expect & matual agreement o be reached,”

A scheduled firss meeting for disrussians between the BoT and Finance:
Mingstry om the fflation trgen bas not been previousty reported.

Diespite govermment eulls for an ensing, the central bank lias kepe it
benchmark interest rate unchasged at a mors than decade high of 2.50%.
The next rate review is due on Det 16

The mdnistry said it was preparing dats ahead of the September meeting,
thhe exace dnte for which would be fied after Ms Pastangtarn confirms
heer eatamet, inchiding the finanes miniser,

“We Wttt sel o goal in acvance bt will wail to s what ey will
propase,” said Pornchai Thirrveia, lead of the ministry's Fiscal Policy
Office.

“We must set  target that is appropriate.'

Open lester

Thailan's Enflation terget is reviewsd svery year and must be agreed by
e BT stind mibiadsery, and approved by the cabioet belors the e af the
year.

The BaT has sakd the current targer range is functionding well. although
headline inflation averaged fust 0.11% in January-July.

The central bank has it met the current inflatian targst range since it
wars set.

Laast month, Governor Sethapat Suthiwartsnieput said chisging the
target would put at risk credibility, imflation expectations and borrowing
cots.

The central bank wis preparing an open ketter to the finance minister 1o
explain wiy inflation was outside the target, in line with existing
grotncels, Mr Piei said,

Tin Its est susels letter i Pebeaary, the BoT ealdl besiline inflation beul
remained lov in large part because af povermuent energy subsidies Ut
lwered electriesty costs and retall ol prices

“Witheat such aforementioned sabsidy messures, average headline
inflation over the previous 12 menths would have resided within the
eneTETy targer Tange at 1.6%," the letter said.

Thailand's ecanontic growtls picked up to 2.5% in the April June guarter
from 2 year earlser, bub aislyses sid fiscal policy ancertzinty clouded tlve
outleak,

The BoT las predicnod 26% growil for 2024, after st yenr's 1.9%.
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Exclusive-Thai central bank chief, finance minister to meet over inflation
target as govt eyes rate cut

30 Ang 2024 DB 1RAM
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FILE PHOTO: The Bank of Thailand Jozo 1= prctured m Bangkok. Thailand. Picture taken August 3. 2016 REUTERS Charwat
Subprasom File Photo

HANGKOK | Thailand's central bank cluef and fimance mmster will mest i emly September to open.
negatintices o0 na flation target for 2025, & semor official sad. as the govemiment seedis & new gosl with an eve ADVE MEN
o1 ate cut thsat 3t hay pushed for months. RTISEMENT

The govermment has been Jacked i a tussle with the Bank of Thalkmd (BOT) since by rspentedly
the central bk to ot key imrerest mtes 10 Lelp revive a fazging econoory. Southeast Asia's second-Ingest Also worth reading

» L iy s sl e e g i My even desceilved the costinl
banks mdspendence 25 an "obuacle” 1o zesolving conoms problens

Acreview of the 1-3 per cond auflation tvger sange. which s been us place since 2020, could raise the chance ofa
rate cut. her predecessor Srettha Thavisw, who was damused fom office by-a court order. sard m June. CONTENT IS LOADING...

At the upeomng mestmg. die central bank would propose a targ=t approved by ots monstary palicy commitras
(MPC). BOT asswtant 2overes Pitl Disvazat anid.

"W berve s wast for the seetma to see whisther they are differences of opiice. Pit fold Reuters. declaime ta
disclove fhe MPCs fargst

ADVERTISEMENT

"We espect o mutal agresent o be reached

A scheduled first meetmz for discimsaons between the BOT and fumnce mumstry on the mfiahon torget les not
been previowsly reportad

Desgriz governmuent ealls for an easig. ibe central bank bins kept 105 benchunark wrerest rate onchanged ar 2 mors
ey decade-high of 2,50 per cent. Thi mext abe review is duoe on Oct. 16

The finwmce mittstry sxid it wes preparms daty shead of tee September meeting. the sxact date for which wodd
be fixed afer Pactonztan confms her cabuoet. weludz the fnance murister.

"We wout st wur geal i advemice but will wast o see wdind they will propose.” ssid Poencl Thmveia, head of
thie sumistry's fiseal policy office

"We it set a target that s approprate
OPENLETTER.

Theailand's iriflaticn: targst is reviswed every vear asd nxe be apresd by the BOT and finusees mististry, and
approved by the cabinet befove the end of the veur

Thie BOT oy saad the currest tauzet rang: swell. alihough headline auflation sveraged just 0.11 pes

cent it Jamsry July.
Tl ceaveral baisk fve oot et the current inflation trger fange sice it wis sat

Lot moth. Governor Sethaput Svebuwtnareput wud chempuse the tuget would put at ik credibility, wntlation.
expectaticns and bowrewiing costs

Thee coveral bank was prepating o open lemer o the fnance axmdsrar ro explain why milation was oueside the
target, m hne with existes protecals. Prt saod.

I s lnst such letrer in Februney, the BOT soud hendline inflntica had remawned low 1o lavze port becanse of
govensent encrgy sibsidies that kowersd electriciny costs ol cesil oul prices

"' Without such aforsmentioned subsdy measures, avernze headlme udlation over the previows 12 months would
within 3 16 per cent " the letier sid. )

Therilemet's conomic growth picked 15 00 2.3 per cent i dhe Apsil-Tune quamrer from avenr enrliee. bt analvses
sl fiscal policy uncertamey clouded the outiok:

The BOT has peedictsd 2 6 per cent growth for 1024, afer last veac's 1.0 par cens

Sowce: Remers
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Thai central bank chief, finance
minister to meet over inflation target as
government eyes rate cut
BT mbatert rn sup 30, 2024 oz am
Bank 04 Thailand Faliom

THAILAND'S central bank chief and finance minister wall mees in earky
Septermber b open negotiations on an inflation target for 2005, 2 senior
olfictal said, s the government seeks g new goal with an eye on 3 rate cut
thar 1T has pushed for months,

The governient bas been lacked in a tussle with the Bank of Thadand
(BOT) since last year, repeatedly asking the ceniral bank to cut key Interest
rates to help revive 2 flagping econnamy, South-sast Asia's second largest,

F lected prime minister earlier this
manth, in May even described the central bank's independence as an
“olrstacle” W resolving econotc problems.

A revaew af the 1-3 per cent inflation target range, which has been in place
sifice 2020, could ralse e ciance of a rate cur, her predecessor Seertia
Thavisin, whe was dismissed from office by a court arder, said In June.

AT the upcotming neeetng. the centeal bank would propose a targer
approved by is menetary policy committee (MPCHL BOT assistant governor
Piti Disyatat said,

“We have to walt for the meeting to see whether they are differences of
wpininn,” AT told Reurers, declining 1o disclose the MPC's Target.

A NEWSLETTER FOR YOU

Asean Busness
Buasdniss intsights coriuring o South-et Axa's Tast-
Erowing econaniies

signup

“We expect 3 mutual agreement o be reached.”

A schedubed first meeting for discussions between the BOT and finance
ministry on the inflation tirger has pot been previously reported.

Disspife government calls far an easing, the central bank has kept i

benclinark inferest rate Unchanged at 4 nsore than decade-high of 2.50
per cent. Thi next rate review 1s due on Oct 16

SEE ALEO

H SiThalland's tap Indssirial park developer expects moee bnd sales

aftand steps np reguiation of Chinese goods a5 cheap Imports
meEmamy.

&:‘n.. central lanh wayn growth sutlaok helow patestinl
e |

The finance ministry said it was preparing data ateard of the September
meering, the exact date far which would be fived after Fatongtam
confirs Der cabiner, Including te fnance minister.

“We won't 2t our goal in advance but will wail to see what tey will
propose,” sid Pomchal Thiravegs, head of the manistry's fiscal policy
nffice.

“We must se1 3 target that is appropnate.”

Opon letter

Thatland's inflation target s reviewed every year and narst be agreed by
the BOT and finance minisiry, and approved by the cabinet befare the end
of the year,

The BOT has sasd the current target range s functioning well, although
headline inflation averaged just (.11 per cent in Jancary. fuly.

The central bank has not mel the current inflation tanget rangs since it was
sel.

Lasy maunth, Governar Sethaput id changlng the
target would put at Fisk Inflatian and
costs.

The ceniral bank was preparing an epen lutter to the finance minkster to
explain why inflation was outside the target, in line with exisning
protecals, Fiti said,

In 3t fast such letter in February, the BOT sasd headline inflation had
pestaaliued Jow I Latge part because of government energy subsidies that
lowwered electricity Cos1s and reall ol prices.

“Without such aforementioned subskly measures, average headtng
Inflation over the previous 12 months would bave resided within the
manetary target rangs at LG per cent.” the detler said.

Thatland's economic growth picked up to 2.3 per cent in the April-fune
guarter from a year sarier, but analysts said fiscal policy uncerainty
clotded thi outiook.

The BOT has predicred 2.6 per cend growth for 2024, after last vear's 1.9
per cent. REUTERS
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GUNKUL

Signing_Ceremony of Credit Facilities Agreemen
August 26, 2024

X

EXIM Thailand supports GUNKUL's investment in renewable
energy business: Export-Import Bank of Thailand (EXIM Thailand), led by
Dr. Rak Vorrakitpokatorn, President, and Gunkul Engineering Plc. (GUNKUL),
led by Dr. Somboon Aueatchasai, CEO, signed an EXIM Thailand financial
facility agreement amounting to 2.325 billion baht to support GUNKUL's
investment, including installation of solar rooftop PV systems to drive green
economy and sustainable development at EXIM Thailand's Head Office. The
signing was witnessed by EXIM Thailand's Bundit Sapianchai, Chairman; Ittipol
Lertsakthanakul, Snr. EVP; and GUNKUL's Sopacha Dhumrongpiyawut, Chairman;
Naruechon Dhumrongpiyawut, COO; and Thitipong Techaratanayuenyong, CFO.,
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Headline: Small firms feel the pinch amid an array of challenges

STRUGGLING TO SURVIVE

Thai small businesses could use several
assistance measures as some of them cannot
access credit. 2

omall firms feel the pinch amid an

WICHIT CHANTANUSORNSIRI

hai small and medium-sized

enterprises (SMEs) remain
trapped in a cycle of rising costs,
declining revenues and weakening
consumer purchasing power.

Access to formal credit has
decreased because of stricter regula-
tions from financial institutions, lead-
ing to a greater reliance on informal
loans.

According to Sangchai Theerakul-
vanich, president of the Federation
of Thai SMEs, small Thai companies
were overwhelmed by the impact of
the pandemic and now face additional
challenges from the Russia-Ukraine
war and the Israel-Hamas-Iran con-
tlict, which have driven up energy
prices and raw material costs.

Although these pressures have not
yetcaused SMEs to collapse, Mr Sang-
chai said they are in a state of depres-
sion, reflected by the rising levels of
non-performing loans (NPLs), particu-
larly for personal loans, credit cards,
and home and car loans.

“Members of the Federation of
Thai SMEs nationwide are struggling
with the stringent credit approval pro-
cesses of financial institutions, which
areincreasingly cautious inlending to
SMEs. To secure loans from financial
institutions, SME clients must have
three years of verifiable financial per-
formance records,” he said.

“This has led to a higherreliance on
informal loans.”

Mr Sangchai cited the latest survey
conducted by the Office of Small and
Medium Enterprises Promotion that
found in the first quarter this year, 53% of
SMEs surveyed used formal credit, 11%
used a hybrid of formal and informal
credit, and 36% relied oninformal loans.

In the second quarter, the use of
formal credit fell to 40%, while hybrid
usage rose to 21%, and the use of infor-
mal loans increased to 39%.

He referred to the soft loan pro-
gramme of the Government Savings
Bank, providing loans to participat-
ing commercial banks at an interest
rate of 0.01% for SME lending, with an
interest rate ceiling of 3.5% for the first
two years.

However, commercial banks pri-
marily lentto their existing clients and
maintained strict lending criteria for
other SMEs, likely because of concerns
over the financial discipline of SMEs,
said Mr Sangchai.

Therefore, he recommends a com-
mercial credit card system utilising
a digital platform connected to SME
suppliers, allowing financial institu-
tions to closely monitor the spending
of SMEs and better assess associated
risks.

Regarding resolving bad debt for
SMEs, Mr Sangchai said no specific
agency is clearly responsible, with
cases often referred to the Interior
Ministry’s Damrongtham Centre, then
passed on to other relevant agencies.

He proposed the government estab-
lish a dedicated agency or mechanism
with legal authority to actas a one-stop
service for SME development in vari-
0Ous areas.

Mr Sangchai also said the Bank of
Thailand should reduce the policy
interest rate to help lower costs for
SMEs.

Roughly 41% of SMEs face average
interest rates of 9-12%, with around
20% paying rates of 13-20%, and only
12% benefiting from rates as low as
1-5%, he said.

Regarding the threat posed by
Chinese capital entering the Thai
market, Mr Sangchai said while Thai
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array of challenges

businesses do not oppose capital-
ism, they advocate for a form that is
non-destructive to Thai businesses.

GETTING WORSE
Phichit Mitrawong, managing direc-
tor of the Small and Medium Enter-
prise Development Bank of Thailand
(SME D Bank), said the situation for
SMEs following the pandemic has not
improved, and may have deteriorated.
“During the pandemic, the govern-
ment was supporting SMEs, similar
to patients receiving medication to
alleviate their illness,” said Mr Phichit.
“But now, without medication, we
see the fragility of SMEs. Even a gentle
breeze can knock these businesses
down.”

He said the latest tally of NPLs at
SME D Bank totalled 13% of outstand-
ing loans, compared with 8% at the end
of last year.

Most of these NPLs are related to
retail businesses, which have posted
poorsales. This led to numerous small
stores in malls near Victory Monument
closing down, said Mr Phichit.

He said the bank should allow cus-
tomers to make payments according
to their ability. In the past, SMEs had
to pay both the principal and interest,
but now they should be allowed to pay
only the interest, said Mr Phichit.

SME D Bank also gradually reduced
the required interest payments from
80% of the newly accrued interest
down to 60%, 50% and finally 20%.

“If the bank’s clients collapse, all
deferred interest has to be reversed.
We must fully provision that debt
amount, leading to a loss of income
and reduced profits. If customers fail,
we also suffer,” he said.

“If it becomes necessary to enforce
the law and seize assets for debt repay-
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ment, selling a debt valued at 10 baht
might only recover 4-5 baht. This is
because it is an unsecured debt, only
guaranteed by the Thai Credit Guar-
antee Corporation, which covers dam-
ages up to 30%.

“We have to monitor vulnerable
customers and act as mentors to keep
them under supervision.”

According to Mr Phichit, in the first
seven months of thisyear, SME D Bank
extended 30 billion baht in loans to
SMEs, with the annual target set at 70
billion.

For the remainder of this year,
finding quality customers similar to
those at commercial banks would be
difficult, as most applicants are from
vulnerable groups, he said.

SME D Bank has nearly 80,000
lending customers, while a survey by
the University of the Thai Chamber
of Commerce estimates there are 3.2
million SMEs in Thailand.

Mr Phichit said the figure of 3.2 mil-
lion SMEs might include micro-entre-
preneurs such as street vendors and
small shopkeepers.

According to Commerce Minisiry
registration data, there are 400,000 reg-
istered businesses nationwide, with
90% of them SMEs.

PROTECTION NEEDED

Aat Pisanwanich, an independent
analyst in international economics,
said Thai SMEs cannot compete with
Chinese products in terms of price,
leading to the closure of many factories

in the country and causing job losses.

He said it is time for the govern-
ment to introduce strong measures to
address this issue,

In addition to implementing val-
ue-added tax measures for goods
priced less than 1,500 baht, there
should also be a ban on imported

29

During the pandemic, the
government was supporting
SMEs, similar to patients
receiving medication to alleviate
their iliness. But now, without
medication, we see the fragility of
SMEs. Even a gentle breeze can
knock these businesses down.

PHICHIT MITRAWONG
MANAGING DIRECTOR, SME D BANK

products priced less than 1,500 baht
for sale via online platforms to create
more space for Thai products.

Indonesia already adopted a similar
measure, banning the sale of imported
goods priced less than 3,000 baht on
online platforms, said Mr Aat.

In addition, there should be a
requirement that foreign platforms
selling products online must ensure
at least 30% of the products sold on
the platform are Thai-made, he said.

The government should also review
its policies on being a hub for distribu-
tion centres, free trade and free invest-
ment, said Mr Aat. After implement-
ing free trade and investment policies
over the past 10-20 years, the result
has been Thai SMEs have gradually
disappeared, he said.

Domestic investment promotion
policies have not supported Thai
entrepreneurs, said Mr Aat. Thailand
has recorded higher investment val-
umes, but Thai entrepreneurs have not
benefited, he said.

If foreign industries investing in
Thailand do not use components or
parts produced by Thai manufactur-
ers, government investment policies
should mandate itin exchange for state
economic benefits, said Mr Aat.

Foreign investors should support a
certain number of Thai entrepreneurs,
he said.

For example, promotions for the
electricvehicleindustry should require
a specific proportion from Thai supply
chains, said Mr Aat.
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B190bn windfall from renewable shift

YUTHANA PRAIWAN

P ower companies are expected to
rack up an additional 190 billion
baht from electricity sales to the govern-
ment as Thailand shifts towards greater
use of renewable power between 2024
and 2037, says Krungthai Compass, the
research unit of Krungthai Bank.

—
—
bt
=
=
=
E
=
s
]
=1
=]
Qe
=
=
| =
=
2
=
=
(=5
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The substantial revenue results from
the state plan to increase the proportion
of renewable power to 51% of total elec-
tricity supply by 2037, up from 20% this
year, as mentioned in the new power
development plan (PDP).

The plan, which runs from 2024 to
2037, passed a public hearing and is
awaiting approval from the new gov-
ernment for enforcement, expected in

October.

Greater use of renewable energy is
expected to increase total revenue in
the renewable energy sector from 100
billion baht in 2023 to 290 billion baht
in 2037, with an average growth rate of
7.9% a year, said Phongprapha Napa-
pruekchat, energy analyst at Krungthai
Compass.

Thailand should see huge invest-
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Hccording to
the new power
development
plan, the state
plans to
increase the
proportion of
renewable
power to 51% of
total electricity
supply by 2031,
up from 20%
this year.
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ment in three key renewable power
generation facilities — solar, wind farms
and biomass-fired power plants — with
spending projected to reach 1.7 trillion
baht in 13 years, he said.

The think tank predicts these facil-
ities will generate a total of 39.6 giga-
waitts, with most of the power supply
coming from solar (30,412 megawatts),
followed by wind (7,845MW) and bio-
mass (1,436MW).

According to Krungthai Compass,
the North is the most attractive area
for developing solar farms, expected to
represent 30% of new renewable power
generation capacity.

Maost wind farms are expected to be
located in the Northeast, making up
90% of the new capacity. Biomass-fired
power plants are possible in all regions
as they use agricultural refuse for fuel.

Waste from palm plantations should
be a key raw material in the South,

News ID: C-240831001005 (31 Aug 24/06:40)

while unwanted parts from corn and
rice can be used by power plant oper-
ators in other regions, noted Krungthai
Compass.

As the costs of renewable power gen-
eration facilities tend to decrease, Mr
Phongprapha believes this will reduce

the power tariff to less than 4 baht per
kilowatt-hour (unit), eventually leading
to cheaper power bills.

Businesses and households currently
pay a tariff of 4.18 baht per unit. The
rate is mainly determined by gas prices.
Gas makes up 60% of the fuel used to
generate power in Thailand and its
price fluctuations are often blamed for
driving up electricity prices.

More use of renewable power under
the PDP is expected to reduce emis-
sions by 27.5 million tonnes of carbon
dioxide equivalent.
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