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Political vacuum unlikely to disrupt
budget debate
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L

Omgoing political changas are wnlikely to disrups the deliberation of the
fisral 20026 budget, says carataker Finance Minister Pichai Chunhmvapire

Commenting on the government situation after the Constimitional Court
ruled last week to dismis Prime Minister Pastongtamn Shinawatrs and her
cabinet, Mr Pichat said the ongoing political problems woald not affect
the deliberarica of the budges bill for the 2006 fiseal year,

Arcording to Mr Pichai, he opened the deliberation in the Senate
westerday moming and expects the process to be completed withi
days.

two

“As for the so-called political vacuum, of cousse, if it happens in
t problems. But regarding confidence igsu,
Thatland has a unigue chasaeteristic, If any country encounters such
probiems, it stimbles, bist here it happens quite often, and investors are
fairly aceustomed o ™

cOURErY, it eriates si

The government’s 2026 axpenditure badget, which already passed the
Howse of Bepresentatives, is row under consideration by the Senate.

If the Senate tejects it, the House of Representatives can resubmit the
draft. The draft budget bill set expenditures ar no more than 3.78 trillion
baht, of which 864 billion baht is for investment epending, sepresenting
22.9% of the budget.

The draft is also in deficit, amounting to BE0 billion baht, or 4.3% of
GDP,

Senate whip Pl Apivitanapong said ou Saturday the Senzte would
proceed a5 plannad with a debate on the budget bill for the 2026 fiscal
year.

The debate on Sept 1-2 will go ahead, despire the removal of the cabinet
due 10 the Corstimmional Court's miling against Pastongrasn Shinawarn
for an ethics violaticn, be sid, adding that caretaker ministers ase sti

able o respanid 10 questions raised during the debate before the voie on
Sapt 2,

Regarding the recent LIS federal appeals coart ruling that U8 President
Danald Trump's sweeping trade tariffs were legal. Mr Pichai said thos it
will have no impact on Thailand regardless of the awcome,

If the muling upholds them, we will proceed scoordingly and the
sinarion remains the came. IF tariffe vetuen to their previows rates; it is
also the same, because every cou will veturn to the old tates. Today,
In rerme af trade competinon, we are not competing with the US {elf e
with countries that expert goods to the US,” he said.
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GOVERNANCE

Upheaval unlikely to af

WICHIT CHANTANUSORNSIRI

Ongoing political changes are unlikely
to disrupt the deliberation of the fiscal
2026 budget, says caretaker Finance
Minister Pichai Chunhavajira.

Commenting on the government
situation after the Constitutional Court
ruled last week to dismiss Prime Min-
ister Paetongtarn Shinawatra and her
cabinet, Mr Pichai said the ongoing
political problems would not affect the
deliberation of the budget bill for the
2026 fiscal year.

According to Mr Pichai, he opened
the deliberation in the Senate yester-
day morning and expects the process
1o be completed within two days.

“As for the so-called political
vacuum, of course, ifit happens in any
country, it creates similar problems.
But regarding confidence issues, Thai-
land has a unique characteristic. Ifany
country encounters such problems, it
stumbles, but here it happens quite
often, and investors are fairly accus-
tomed to it

The government's 2026 expenditure

budget, which already passed the
House of Representatives, is now
under consideration by the Senate.

If the Senate rejects it, the House
of Representatives can resubmit the
draft. The draft budget bill set expen-
ditures at no more than 3.78 trillion

baht, of which 864 billion baht is for
investment spending, representing
22.9% of the budget.

The draft is also in deficit, amount-
ing to 860 billion baht, or 4.3% of GDP.

Senate whip Phisit Apivitanapong
said on Saturday the Senate would
proceed as planned with a debate
on the budget bill for the 2026 fiscal
year.

The debate on Sept 1-2 will go
ahead, despite the remaval of the cabi-
net due to the Constitutional Court’s
ruling against Paetongtarn Shinawatra
for an ethics violation, he said, adding
that caretaker ministers are still able
to respond to questions raised during
the debate before the vote on Sept 2.

Regarding the recent US federal
appeals court ruling that US President
Donald Trump's sweeping trade tariffs
were illegal, Mr Pichai said that it will
have no impacton Thailand regardless
of the outcome.

“Ifthe rulingupholds them, we will
proceed accordingly and the situation
remains the same. If tariffs return to

their previous rates, it is also the same,
because every country will return to
the old rates. Today, in terms of trade
competition, we are not competing
with the US itself but with countries
that export goods to the US,” he said.

The ongoing political problems will
not affect the deliberation of the
budget bill for the 2026 fiscal year.

PICHAI CHUNHAVAJIRA
Caretaker Finance minister
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TAXATION

State tax revenue
needs B600bn boost

WICHIT CHANTANUSORNSIRI

Government tax revenue needs to
increase by an additional 600 billion
baht, as the current level is lower than
that of countries with comparable
economies to Thailand, says caretaker
Finance Minister Pichai Chunhavajira.

Speaking at the Fiscal Policy Office’s
annual seminar, which this year ran
under the theme of “Fiscal Transfor-
mation” held on Friday, he said state
tax revenue accounts for only 15% of
GDP, about three percentage points
less than countries with similar-sized
economies. In light of this, tax revenue
should increase by another 600 billion
baht, said Mr Pichai.

He said the current value-added
tax (VAT) rate had been reduced to 7%
from the legally mandated 10%. The
7% rate expires in September and the
ministry is weighing the best course of
action.

Mr Pichai said Thailand’s VAT rate
is much lower than other countries.
However, any increase in VAT must
consider multiple factors, including the
current economic situation, which has
yetto become fully normalised, and the
impactofUS President Donald Trump's
tariff measures, under which Thailand
initially receives a 19% rate, the same as
its competitors, allowing Thai exports to
the US to remain competitive.

He said if the government decides
to raise the rate of VAT, the additional
revenue would not be used solely to
reduce public debt but would also be
reinvested to benefit the private sector
and small-scale employment.

News ID: C-250902001023 (2 Sep 25/03:26)
- t Limited nchit Road, 17*" Flc

“The government aims to reduce
the budget deficit to no more than 3%
of GDP, down from slightly above 4%
in fiscal 2025 and 4% in fiscal 2026.
Within 1-2 years after fiscal year 2026,
the government will strive to bring the
deficit down to under 3% of GDP said
Mr Pichai,

He said reducing the budget deficit
may not require cutting government
spending; it could come from increas-
ing government revenue, for instance,
by securitising state-owned assets such
as expressways or power transmission
lines. These assets have a combined
value of around 2 trillion baht, which
would increase the government's fiscal
space.

In addition, government revenue
growth could come from economic

expansion. Before the 1997 Asian
Financial Crisis, Thai GDP growth was
6-10%, but it gradually declined after-
wards, particularly during the pan-
demic. From 2019-2023, the economy
grew by only 0.4%. In 2024, it expanded
2.5%, and this year growth is projected
at around 2%.

The Finance Ministry projected the
country’s economic growth at 2.3% this
year.

Mr Pichai emphasised the need to
accelerate economic growth, and one
way of achieving this is to boost invest-
ment. Before the Asian Financial Crisis,
investment in Thailand was as high as
51% of GDP, but post-crisis it fell to
around 20%.

The investment to GDP ratio stood
at 24% in 2024, equivalent to 4 trillion
baht.

He said investment in the country
should increase to 30% of GDP, or 6 tril-
lion baht, with 1 trillion baht coming
from foreign direct investment (FDI)
and the remaining 5 trillion from con-
tinued investment by Thailand’s pri-
vate sector.

The decline in FDIin Thailand is due
to global shifts in production platforms
during the period 2001-2010, while
Thailand is still producing the same
traditional types of products.

He also noted that obstacles to
attracting foreign investment include
concerns about land ownership or
long-term lease periods sufficient to
cover investments. The government
is addressing land issues: while full
ownership may not be granted, foreign
investors can lease land for 99 years
under a system in which private land-
owners transfer land to the Treasury
Department, which then leasesit to the
foreign investor for a period 0of99 years.
Once the lease expires, the land returns
to the state.

In addition, having a sufficient supply
of electricity and wateris a key concern
among foreign investors. Thailand has
a surplus supply of electricity totalling
about 30,000 megawatts. However, if
foreign investment increases signifi-
cantly, this surplus could be depleted
within three years, requiring furure
planning for increased electricity pro-
duction, including the expansion of
green energy.

“If we can raise the investment-to-
GDP ratio to 30-35%, GDP growth of
4-5% is possible,” Mr Pichai said.
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EXIM Thailand Unveils 3 Strategies
for Export Resilience

EXIM Thailand recommends cost restructuring, mastering the US market, and
diversifying exports to help Thai businesses withstand shifting US tariff measures
and seize new global opportunities toward the end of 2025.

eam Thailand has been
T successful in negotiations

with the US to lower the US
reciprocal tariff rate from 36% to
19%, which is close to that secured
by its principal competitors, i.e.,
Vietnam (20%), and equal to that
applicable to Malaysia, Indonesia,
and the Philippines (19%). This
has had positive impacts on the
overall Thai economy and exports.
However, such tariff measures
remain prone to any time. Each
type of Thai goods has a different
degree of dependence on the US
market, being exposed to varying
levels of risk. Thai entrepreneurs
therefore need to carefully review
their strategies to maintain their
competitive advantage and capture
new business opportunities.

Bundit Saplanchai
Director and ' ¢
Acting President of
Export-import Bank
of Thailand
(EXIM Thailand)

BunditSapianchai, Directorand
Acting President of Export-Import
Bank of Thailand (EXIM Thailand),
revealed that, amid the current
uncertainties of international trade
measures, particularly the US
reciprocal tariff policy, which is
complex and continually changing,
adaptation can be regarded as a
New Normal way for entrepreneurs
striving to survive and grow
sustainably. The three key strategies
recommended by EXIM Thailand
for Thai entrepreneurs are as
follows:

1. Strengthen from Within by
restructuring costs and enhancing
efficiency in production and work
processes to be “lean & smart” using
automation and Al technology to
lower labour costs and improve
precision, and outsourcing certain
non-core functions so that fixed
costs are converted into variable
costs. At the same time, resilient
supply chains should be managed
through increased use of local
content or by shifting to imported
raw materials from the US to
mitigate risks and ease the impact

of raw material import duties.
2. Master the US Market
by analysing competitors
to “know your rivals” and
identify the true competitive
position of Thai goods in
the market. Several Thai
products, such as air-
conditioners, refrigerators,
and automotive parts,
although enjoying an
advantage compared to
China, which faces higher
US tariff rates, are at a
disadvantage compared
to Japan and South Korea,
who benefit from lower
US tariffs. Entrepreneurs
therefore need to identify
their competitorsin order
to accurately formulate

News ID: C-250902001031 (2 Sep 25/03:45)
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pricing and marketing strategies.
They should also “master the rules”
of the US, which are complex and
changeable, by keeping abreast
of and understanding these rules,
For example, tariffs on derivative
products such as iron, steel, and
aluminium components may
compel Thai entrepreneurs to
modify product designs or

components to lower the tariff

burden.

3. Diversify Beyond the US to
reduce dependence on any single
market. Entrepreneurs should
target other large markets, such
as India, China, and Indonesia,
where there is huge demand for
consumer goods, as well as high-
purchasing-power markets like
Qatar, the United Arab Emirates,
and Saudi Arabia, where Thai
functional foods, processed fruits,
and gems and jewellery have strong
prospects. Another promising
opportunity for Thai goods lies in
serving production-base markets
such as Vietnam, Indonesia, and
Kazakhstan, where raw materials
and intermediate goods remain in
high demand.

“Adaptation is not an option,
but a key strategy, for exporters to
turn a crisis into an opportunity.
In a world of uncertainties, those
better prepared always stand a
better chance. As a state-owned
specialised financial institution
under the supervision of the
Ministry of Finance, EXIM Thailand
is fully equipped to work alongside
Thai entrepreneurs, supporting
them with financial facilities
and risk management tools for
international trade and investment
in both principal markets and
new frontiers, with a view to
driving sustainable development
of Thailand and the wider world,”
added Mr Bundit.
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BAHT FACING VOLATILITY UPTICK

Analysts anticipate greater baht volatility
this week, pressured by domestic political

instability. 2

Baht facing unstable week amid upheaval

US policy rate cut
potential factored in

SOMRUEDI BANCHONGDUANG

Greater baht volatility is expected this
week, pressured by domestic political
instability and expectations of a US
policy rate cut later this month.
Kasikorn Research Center

(K-Research) anticipates that the baht
will fluctuate within a wider range of
31.80-32.80 baht per US dollar, influ-
enced by both domestic and exter-
nal factors.

On the domestic front, political
developments remain the key factor to
watch as the House of Representatives
prepares to vote for a new prime minis-
ter. Political uncertainty intensified over
the weekend following the firing of pre-
mier Paetongtarn Shinawatra last week.

LastFriday, the Constitutional Court

ruled against suspended Ms Paetong-
tarn after reviewing leaked audio of a
phone conversation she had held with
Cambodian Senate President Hun Sen.

“The unclear outlook for Thai politics
could trigger short-term foreign capital
outflows,” K-Research noted.

During the past week, foreign inves-
tors were net sellers of Thai equities
worth 12.3 billion baht, but recorded a
net inflow of 2.62 billion baht into the
bond market.

The baht opened yesterday at 32.32
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against the greenback, slightly stronger
than last week. It has gradually appreci-
ated since Friday evening, approaching
a support level of 32.30, in line with a
weakening US dollar, according to
Krungthai Global Markets, the research
unit of Krungthai Bank.

Market participants remain con-
cerned about potential political inter-
vention in the US Federal Reserve's
operations, prompiing investors to raise
expectations of a Fed rate cut, said Poon
Panitchpibun, money market strategist
at Krungthai Global Markets.

In Thailand, investors are closely
monitoring political developments
to gauge prospects for a government
formation and possible parliamentary
discussions. The situation could poten-
tially lead to a new election by the end
ofthisyear or in the first quarter ot 2026.

“We expect the baht to remain vola-
tile against the dollar, moving in arange
0f32.00-32.75 thisweek,” Mr Poon said.

Separately, Krungsri Global Mar-
kets forecasts that the baht will trade
in a wider range of 32.00-32.65 against
the US unit this week, compared with
32.27-32.56 last week.

The baht is likely to remain volatile,
pressured by both domestic political
uncertainty and the Fed's policy direc-
tion, as well as upcoming economic
data releases from Thailand, and the
US markets are weighing the possibil-
ity of a Fed rate cut this month amid
political intervention from US President
Donald Trump, according to Krungsri
Global Markets.

m' *, 02-253-5000, 02-651-4700 ﬁcz-ﬂmum..,

Page' 171




